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Bracing challenges
through Resilience

Bracing Challenges through Resilience: Bank of Khyber’s
Journey Towards Sustainable Growth

The year 2022 was a challenging year for the banking
industry, with various economic headwinds affecting business

performance. Despite these challenges, Bank of Khyber
stayed resilient and focused on building a foundation for
sustainable growth in the future.

Bank of Khyber’s investment in building a stronger foundation
for sustainable growth is starting to bear fruit. With a focus on
digital transformation, non-markup income, and expanding

its branch network, the Bank is well-positioned to continue

its growth trajectory in 2023 and beyond. Bank of Khyber’s
resilience in the face of challenges serves as an inspiration for
the banking industry as a whole.
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About this Report

Responsibility Statement Scope and Boundary of
for the Annual Integrated Reporting

Re po rt The Bank has disclosed following key categories of

information as required:
This Annual Integrated Report is the Bank’s

primary publication for its stakeholders, potential
investors, and the public at large. The purpose of
this Annual Report is to provide an overview of the

Bank’s philosophy, value creation business model,

) o ) ) i Integrated Reporting ¢ Organizational overview and
connection between its financial and non-financial T e —
information, overall performance and outlook of the e Governance
Bank; which would enhance user’s understanding as *  Business Model
to how Bank is continuously adapting to improve its +  Strategy and resource allocation
performance keeping in view the various stakeholders’ ¢ Risks and Opportunities
interest. . Performance

e Qutlook

The Bank is aware of its responsibility towards the «  Basis of Preparation and
preparation and presentation of the Integrated Annual Presentation
Report and is prepared in accordance with the Financial Reporting Financial Statements
following regulations, frameworks and guidelines:
. International Financial Reporting Standards (IFRS) and

Interpretations issued by the International Accounting Re p O rti N g Pe ri Od a N d

Standards Board (IASB) as are notified under the . . .

Cormpanies Act, 2017. Dissemination modes

e Islamic Financial Accounting Standards (IFAS) issued by , .
the Institute of Chartered Accountants of Pakistan (ICAP) The Bank’s Annual Report covers the period from January 01,

as are notified under the Companies Act, 2017. 2022 to December 31, 2022 and is consistent with our annual
reporting cycle for financial reporting. Subsequent events

e Provisions of and directives issued under the Banking ) ) ] )
up to the issuance of this report have also been explained in

Companies Ordinance, 1962 and the Companies Act,

2017; and various sections of the Annual Report, as may be applicable.
¢ The Listed Companies (Code of Corporate Governance) This report is available in three mediums to cater the need of
Regulations, 2019 issued by the Securities and Exchange our various readers

Commission of Pakistan (SECP).
*  Asoft copy (PDF) version of the report in USB format.
*  Directives issued by the State Bank of Pakistan (SBP)

and the Securities and Exchange Companies of Pakistan
(SECP).

e Alimited number of printed reports produced and available on
demand.

*  Readers who prefer viewing our report online can access through
In addition to that, Bank has voluntarily made https://www.bok.com.pk/annual-financial-statement

disclosures in line with the Best Corporate Report
(BCR) Evaluation Criteria 2022 issued by the Institute
of Chartered Accountants of Pakistan (ICAP) and
Institute of Cost and Management Accountants of
Pakistan.
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External Assurance

Independent External Auditors, M/s PwC A. F. Ferguson & Co. Chartered Accountants have provided assurance on the Bank'’s
financial statements and their report is included in the Annual Report.

Key Concepts

There are three fundamental concepts underpinning Integrated Reporting:
e  Value creation and preservation for the Bank and its stakeholders.
*  Process, through which value is created and preserved.

e The capitals, which are identified in the Framework as financial, manufactured, human, intellectual, social & relationship, and natural capital.

CAPITALS

Natural

Natural resources used and
impacted through operations
and business activities.

@

Pool of funds available to the
Bank through Equity, Borrowing,
and Deposits \

Social &
Relationship

Stakeholder relationships,
including the communities in
which we operate

Human

Staff competencies,
capabilities and
experience and their
motivations to
innovate.

Manufactured
Physical infrastructure including
branch/ATM network and related

property and equipment.

Intellectual

Bank's knowledge-based
intangibles including Brand Value.

BCR Criteria Cross Referred With Page Numbers

Information disclosed in accordance with BCR criteria as well as beyond BCR criteria is part of this report.
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Our Journey

2008

Equity investment by
Ismail Industries Ltd.

1991

() Listing on Stock Exchange

2006 (e

Established and formally
launched on November 01, 1991

under The Bank of Khyber Act,
® 1994

1st branch at University Road, Acquired Status of a
Peshawar Scheduled bank

1st branch outside KPK

Membership of SWIFT
(Society for worldwide
Interbank Financial
Communication)

Equity investment by DEG
(German institution)

8 THE BANK
OFKHYBER



2013 Celebrating

Rs. 10 billion paid-up

B Over 30 Years
° of Excellence

® 2015

Rs. 100 billion
deposit landmark

o 2020

Rs. 200 billion
deposit landmark

e State of the art core
banking system (T-24)
implementation kick off

2022

A+ Long term credit
. rating by PACRA

*  Inauguration of new

2 02 1 Head Office building

Completion of T-24
implementation

e Launch of mobile
. banking app

e A+ Long term credit

2 0 0 3 rating by VIS
200th Branch landmark

Started Islamic banking
operations

1st Islamic banking
branch

wwort 2022 9



Vision
To become a Leading Bank providing efficient and

dynamic services in both Islamic and Conventional
banking through expanded nationwide network.

Mission

To increase shareholders’ value and provide
excellent service and innovative products

to customers through effective corporate
governance, friendly work environment and
contributing towards an equitable socio-economic
growth.




Core
Values

Highest Quality of
Service

Professionalism

Integrity

Innovation &
Utilization
of Latest
Technology

Risk Mitigation

Corporate Social
Responsibilities



About Bank
of Khyber

The Bank of Khyber (BoK) was established in
1991 through the Bank of Khyber Act, 1991
passed by the Provincial Assembly of Khyber
Pakhtunkhwa (KP). BoK acquired the status
of a scheduled bank in 1994 and is listed on
the Pakistan Stock Exchange Limited (PSX).
Primary business of the Bank is commercial
banking and related services. BoK was
established with a vision to gradually promote
Islamic banking. At December 31, 2022, 119
of its branches function as dedicated Islamic
banking branches, whereas 112 cater to
conventional banking. BOK has a countrywide
branch network with main concentration in the
province of KP

Government of Khyber Pakhtunkhwa (GoKP)
holds the majority shares i.e. 70.20% while
Ismail Industries Limited hold 24.43%. The
strong shareholding structure adds to the
financial muscle of the Bank. BoK is one of
the three Provincial Public Sector Commercial
Banks of the country. Over last 30 years, BoK
has played a pivotal role in the development of
KP and also participated in overall economic
development of the country. While holding

on its rich legacy, BoK has embarked on a
transformation journey, with significant strides
of innovation.

Taurus Securities Limited (30% shareholding)

THE BANK
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i‘h

QGilgit /
Baltistan

Jammu Kashmir

ahore

9

Growing Network
with coverage in

§ 85+

Cities/ Towns

™ Province Islamic Banking Copventional Total

Branches Banking Branches Branches

Khyber Pakhtunkhwa (KP) 100 60 160

i Punjab 7 30 37

,'. &l Islamabad Capital Territory (ICT) 4 9 13

I." {1 Sindn 3 8 11

Wik L Baluchistan 5 2 7

NS Ao Jammu & Kashmir (AJ&K) i 2 2

I-'I Gilgit Baltistan (GB) s 1 1

Total 119 112 231

IT?I. 'f]l'r .'r:_
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Corporate Information

Board of Directors

Shahab Ali Shah
Chairman / Non-Executive Director

lkramullah Khan
Non-Executive Director

Syed Asad Ali Shah
Independent Director

Tahir Jawaid
Independent Director

Mir Javed Hashmat
Independent Director
* Ms. Saleha Asif, Director tendered her resignation, which was

accepted on December 21, 2022. Subsequent to the year end, her
casual vacancy was filled by Dr. Aliya Hashmi Khan.

Managing Director / CEO

Muhammad Ali Gulfaraz

Shariah Board

Mufti Muhammad Zahid
Chairman Shariah Board

Mufti Muhammad Arif Khan
Member Shariah Board

Mufti Abdul Wahab
Member Shariah Board

Qazi Abdul Samad
Resident Shariah Board Member (RSBM)

14 THE BANK
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Board Audit Committee

Syed Asad Ali Shah
Chairman

lkramullah Khan
Member

Mir Javed Hashmat
Member

Board Human Resource &
Remuneration Committee

Tahir Jawaid
Member

lkramullah Khan
Member

Board Risk
Management Committee

lkramullah Khan
Chairman

Syed Asad Ali Shah
Member

Managing Director
Member



Board I.T Steering
Committee
Syed Asad Ali Shah

Chairman

Tahir Jawaid
Member

Managing Director
Member

Board Compliance
Committee

Tahir Jawaid
Chairman

Syed Asad Ali Shah
Member

Mir Javed Hashmat
Member

Managing Director
Member

Chief Financial Officer

Irfan Saleem Awan

Company Secretar

Muhammad Ali

Registered Office /
Head Office

The Bank of Khyber

24 — The Mall, Peshawar Cantt.
UAN# +92-91-111 265 265
URL: www.bok.com.pk

Auditors

M/s PwC A.F. Ferguson & Co.
Chartered Accountants

Legal Advisors

M/s. Mohsin Tayebaly & Co., Karachi

Registrar and Share

Registration Office

THK Associates (Pvt) Ltd.

Plot # 32-C, Jami Commercial Street 2

D.H.A, Phase-VlI,
Karachi-75500.
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Awards & Accolades

Bronze Award (Public Third position (Banking
Sector Banks Category) Sector Category) in Best
Best Presented Report Corporate Report Award
Award 2021 by South for the year 2021 by ICAP &
Asian Federation of ICMA
Accountants (SAFA)

““T'Position
o

F'ﬁ-:. N

PACRA upgraded Top Performing Bank in the
Long Term rating National Financial Literacy
from A to A+ Program (2017-2022) by

SBP Banking Services

Corporation (Peshawar)

THE BANK
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Financial Highlights - 2022

Rs.
=

Rs. 51 Billion

Private Sector
Deposits

Up by

63%

g

Rs. 58 Billion

Current Deposits

Rs. 345 Billion

Total Assets

Up by

23%

54.2%

Gross Advances to
Deposit Ratio
(ADR)

Rs. 249 Billion

Total Deposits

% 12%

Rs. 51 Billion

Individuals
Deposits

Rs. 0.9 Billion
Profit
Before Tax

21%

(5
Rs. )7

14.88%
Capital Adequacy
Ratio (CAR)

Rs. 135 Billion

Total Gross
Advances

Up by

3%

A
O O

O=E
Rs. 7 Billion

Net Mark-up
Income

Up by

5%

2.77%
Return on Equity
(ROE)

Rs. 1.4 Billion

Non Mark-up
Income

Up by

35%

THE BANK
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Non-Financial Highlights - 2022

Manufactured Capital (Network Outreach)

\
Conventional Is\amlc
Banking Bankmg
Branches Branches Branches
J
Digital Touch
Sub Branches Booths 9
Points
\

Automated
Teller Machines Onsite OffSIte
(ATMs) ATMs AT Ms




Non-Financial Highlights - 2022

Intellectual & Social Capital

New to Bank Total Issued
Accounts Cards

uroy 329 % ooy 448 %

No. of Digital RS. 1 5 V?B_nje
1 . . t |
674,000 Transactions j BI”IOh ?’ranlsgaltc?cions

uoy 64 % uey 202%

Digital App
Users

Social Media
Followers
(Cumulative)

Customer Customer
ATM Uptime Complaint Satisfaction
Resolution Index

Average Turnaround
Time (TAT) for
Complaints
Resolution




Human Capital

Average Staff
during the year
New
Recruitments

No. of Training RS. 5.8 é?_ﬁg:i:gznt
Participants . | I . Dovelopment
Million

Total
Permanent Male to Eemale
Staff Staff Ratio

Staff Turnover No. of
Ratio Promotions

Total Training
Days

o

o
1,326 227 118

Geographical - Punjab Sindh

Positioning of

Human Capital

41 78 7

Baluchistan ICT & AJ&K

\. -
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Products & Services

The Bank of Khyber
Liability Products

The Bank of Khyber provides variety of products and
services to individuals as well as Corporate customers
through a nationwide branch network. Here is an overview
of few products and services being offered by the Bank:

Current Accounts are non-profit bearing accounts primarily
meant for those Customers whose utilization is high and
transactions are frequent on daily basis. Customers can
deposit and withdraw any amount from such accounts as
many times as they require. Current Accounts are available
in local (PKR) as well as foreign currencies (USD, EURO
and GBP).

The Asaan Account is targeted at common people and is
open to all low income unbanked/under-banked masses
that face difficulties in account opening due to normal
account opening requirements or lesser means. These
segments of society may include but are not limited to
skilled/unskilled work force, farmers, less educated/
uneducated people, laborers/daily wagers, women/
housewives, self-employed individuals, pensioners, young
adult population, students, Zakat Mustahqueen, widows,
pensioners, benevolent fund grants, etc.

Both these accounts are unique salary products
maintained as current accounts. BOK Pay Plus Current
Account is targeted at Government Employees while
BOK Pay Plus at Work targets the payroll management
of corporates and private organizations employees. The
product offers a number of exciting and unique features
including Temporary Advance Salary facility which is
markup free and available from 16th day of each month
in order to meet any urgent needs of the customers.
Other features include Free Pay Continuity facility and
Tax Returns Filing facilitation on discounted rates through

BeFiler Pvt Ltd for BOK customers. Other features include
free debit card, free cheque book and unlimited free SMS
alerts (on all transactions).

FemPower Account is a specially designed banking
account that caters to the unique financial needs of
women. This account is available in both current and
saving modes, with an initial deposit requirement of just
Rs. 100/-. The BOK FemPower Account offers a range

of features, including a free ATM/Debit Card, 25 leaves
cheque book, and online transactions within the bank.
Additionally, this account provides free internet banking
and mobile app services, along with free SMS alerts on all
transactions. Moreover, customers can avail a 1% lower
concessional profit rate on consumer financing products
for Car, House, and Personal finance facility. Eligibility
criteria for this account is for individual females with valid
CNIC. However, in the case of a joint account, the primary
account holder must be a female. This account is available
in both Conventional & Islamic Banking

PLS Saving Accounts are profit-bearing accounts meant

to promote the habit of savings among customers

while allowing them to use their funds when required.
Customers can deposit any amount of money any number
of times. However, fund withdrawals are subject to certain
restrictions. The profit is calculated on the basis of average
monthly balance maintained by the customer and is
credited semi-annually. Overdraft facility is not available.
PLS Savings Accounts are available in local currency (PKR)
and foreign currencies (USD, EURO and GBP).

This is a profit bearing and checking account. This product
is available in PKR and the profit is calculated on daily
actual deposits basis.

The Bank is authorized to open Foreign Currency Accounts
of Customers without prior approval of SBP All the Foreign

worr 2022 23



Products & Services

Currency Accounts are governed
by the SBP’s Foreign Exchange
Regulations issued from time to time.

For fulfilling the requirement and
needs of the customer, Bank of
Khyber has designed foreign
currency deposit scheme. Currently,
the Bank is authorized to open
Foreign Currency Accounts of the
Customers under various schemes
introduced by SBP from time to time.
These schemes are as follows:

— Foreign Currency Accounts under
FE-25 scheme

— Special Foreign Currency
Accounts

Presently available in US Dollar only.
Deposit slabs having different profit
rates available based on higher the
deposit, higher the profit rate. Profit
rates are reviewed monthly by the
Bank and the Bank reserves the right
to revise the rates at any point of
time. Minimum Balance Requirement
of USD 500 to be always maintained
in account. In case minimum balance
is not maintained on average during
the month then service charges will
be levied as USD1 per month. Up

to 90% financing in PKR against
maintained FCY deposit. All Other
Conditions of Savings Account apply.

In pursuance of the Orders of
the Supreme Court of Pakistan;

THE BANK
OFKHYBER

Government has approved
disbursement of pension through any
scheduled banks, by direct credit to
pensioner’s account maintained in
Bank.

The salient features of BOK pensioner
account include:

e No Minimum Balance requirement

e Option of opening Current or
Saving account.

Services

The Bank of Khyber strives to make
banking services more convenient
and accessible to its customers.

Our services reflects our commitment
of continually providing better
financial solutions and tailored
services centered on our customer
requirements, which will enable them
to do banking at convenience whilst
suiting their life cycle needs. Selected
BOK branches provide Non-Stop
Banking Services to the customers on
Saturday at the stipulated timings.

Funds to any third party (Beneficiary)
holding an account with a bank other
than BOK, if the beneficiary bank
participates in Pakistan Real time
Gross settlement. (Prism) With RTGS/
PRISM, transferring money becomes
an easier, faster process. Pakistan
Real time Interbank Settlement

Mechanism/PRISM/RTGS is the
fastest possible money transfer
system through the banking channel.
Because settlements are made in real
time, transactions are not subject to
any waiting periods. The minimum
amount that can be transfer via this
channel is Rs:100,000/-

Customers can get peace of mind
with The Bank of Khyber safe deposit
lockers. This service provide security
to your precious jewellery, documents
and other valuables. Lockers are
available for all our account holders
with single as well as joint operating
instructions.

Features & Benefits:

e Convenient locker sizes: Choose
from a range of options - small,
medium, and large.

e Dual key security: Two keys
required at once, to open the
locker. One stays with you and
the other with the Bank.

e Safety: Branches are equipped
with security features like,
burglar alarm, iron-gated vault &
electronic surveillance via CCTV.

e Multiple accesses: Customers
can add or remove individuals
who can operate the locker on
your behalf.

e Ease of payment: Customers
can instruct the branch to debit
the annual locker rent from your
savings/current account.



e Nomination facility: Customers
can nominate their close ones for
Safe Deposit Lockers.

Business Banking

Small Enterprises (SE) & Medium
Enterprises (ME) play a very
important role in the economic growth
of any country. This has been proven
worldwide that 85% contribution in
economic growth and employment
generation is made by both sectors.
Realizing its importance, BOK has
established a full fledged separate
department to meet their financial
requirements.

Term Financing

Short-term loans offer individuals
and/or businesses borrowing options
to meet its financial obligations
scheduled to be repaid in a period
less than a year.

Running Finance

It is a short-term fund-based facility
provided to capital deficit businesses
for a short-term period, i.e., for a
year or less. This facility is usually

for businesses to run their day-to-
day operations including payment of
wages to employees, raw material/
inventory procurement and supplies.

Cash Finance

It is a short term, fund-based facility
where an amount is disbursed
against pledge of locally procured
goods, merchandise, stocks. The
amount after retaining the prescribed
percentage of margin on stocks is
transferred in a separate C/F account
of the customer. Delivery of pledged
stocks is allowed against payment(s)
by the borrower.

Demand Finance

It is a short term, fund-based facility
where an amount is disbursed

in bullet payment to cater to his
business needs scheduled to be
repaid in a period less than a year in
lump sum or installments.

Long-term loans offers, businesses
borrowing options to meet financial
obligations for capital expenditure,
project financing, consortium lending,
structured finance etc scheduled to
be repaid in more than a year but not
exceeding seven years preferably.

Demand Finance

This facility can range from medium
to long term. It is a fund-based facility
allowed to commercial enterprises,
corporations, industrial groups, or
joint ventures for financing their
capital expenditures or fixed assets
like purchase of plant & equipment
or machinery, construction of site
premises, installation of machinery

and fixtures, etc, for expansion of
production facilities or BMR.

Investment
Banking Products
and Services

BOK’s Investment Banking focuses
on origination and execution of a
range of capital raising and financial
advisory services to corporate and
institutional clients besides actively
managing the Bank’s proprietary
investments in the local equity and
debt markets. Investment Banking
provides its clients with a unique
combination of expertise, broad
range of investment banking/
financial services. With its team of
seasoned professionals, BOK offers
its specialized services across the
spectrum of Investment Banking
activities, which includes arranging/
participating in syndicate, structured
and project investment transactions..

Corporate &
Syndicate (C&S)

The Corporate & Syndicate Finance
department deals with valued
corporate and commercial clients,
ranging from industrial clients,
corporations, banks, and sovereign
organizations including public sector
enterprises to cater their financial

wworr 2022 25



Products & Services

requirements by offering them tailor
made products along with superior
and prompt services, at competitive
pricing. BOK'’s Strategy is to build
strong customer relationships for
mutual benefits and providing
solutions through diversified product
portfolios with focus to achieve a
strong market position in all the
segments of the economy. The

C&S finance department also pools
in syndicated financing to viable
projects of renowned corporate

and institutional customers with

the primary objective of enhancing
customer service by offering finance
facilities to their new projects (Green
Field) or existing projects (Brown
Field).

Agri Finance

Revolving Finance Facility to finance
short term On and Off Farm activities
of the farmer. On Farm financing
includes financing for Farm Working
capital requirements i.e. purchase

of seeds, fertilizer, pesticides, for
irrigation, labor and plough charges.
Off Farm activities include working
capital requirements for Dairy
Farming, Poultry Farming, Fish
Farming and Apiculture etc. Loan
period/ tenure is 3 years. Markup rate
is linked with 6 Months KIBOR + 500
BPs and Markup is recoverable on
half yearly and annual basis.

26
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Tractor Loan Scheme Demand
Finance Facility for purchase of
tractors of all makes and models of
brand-new tractors for agriculture and
haulage purposes. Loan period is up
to 5 years with quarterly installments.
Down payment is at least 10% of the
limit. Tractor will be jointly registered
on the names of the Bank and the
borrower and will be comprehensively
insured from A rated insurance
company.

Markup rate is linked with 3 Months

KIBOR + 500 BPs. Eligibility Criteria:
Same as for Sada Bahar Zarai Loan
Scheme.

Demand Finance Facilities are
available for purchase of dairy
animals for milking and fattening
purposes, purchase of farm
machinery/ equipment etc. Loan
period is up to 5 years with monthly/
quarterly/ half yearly installments.
Markup rate is linked with 3 Months
KIBOR + 500 BPs. Eligibility Criteria:
Same as for Sada Bahar Zarai Loan
Scheme and adequate experience in
the concerned field is required.

Dairy Storage Scheme: Demand
Finance Facility for Purchase of
machinery/utensils/ chilling tanks

etc for storage of Dairy produce and
construction of godowns/cold storage
etc. Loan period is up to 5 years with
Monthly or Quarterly installments.

Down payment is at least 10%.
Markup rate is linked with 3 Months
KIBOR + 500 BPs. Eligibility Criteria:
Same as for Sada Bahar Zarai Loan
Scheme and adequate experience in
the concerned field is required.

Demand Finance Facility for purchase
of dairy marketing items such as
motorcycles, delivery vans, pickups,
mini trucks, etc. Loan period is up to
5 years with repayment in Monthly or
Quarterly installments. Down payment
will be 10% and the vehicle will be
jointly registered in the names of the
Bank and the borrower. The vehicle
will be comprehensively insured from
A rated insurance company. Markup
rate is linked with 3 Months KIBOR +
500 BPs. Eligibility Criteria: Same as
for Sada Bahar Zarai Loan Scheme
and adequate experience in the
concerned field is required.

Demand Finance Facility for
Installation of Tube Wells/ Turbine
for utilizing underground water for
agriculture purposes, including
cost of machine/generators/pipes/
accessories/civil works etc. Facility
is also available for conversion of
existing tube wells to solar energy.
Loan period is up to 5 years with
monthly, quarterly or half yearly
installments. Down payment is

at least 10% of the limit amount.



Machinery and accessories will be
comprehensively insured from A
rated insurance company. Markup
rate is linked with 3 Months KIBOR +
500 BPs. Eligibility Criteria: Same as
for Sada Bahar Zarai Loan Scheme. In
addition, minimum own development
area requirement is 5 acres.

Islamic Banking

Deposits in current accounts are
accepted on Qard-e-Hasana basis
where payment of the similar is
guaranteed. Bank can use the
deposit received in Current Accounts
in shariah permissible banking
activities.

Presently in Raast Islamic banking of
BOK we offer the following categories
of Current Account.

e Raast Current Account

e Asaan Current Account

e Basic Banking Account

¢ Asaan Current Remittance
Account

e Pensioner Current Account

e Raast FCY Current Account

Deposit in Saving Accounts are
accepted on Musharakah (Profit
and Loss Sharing basis) strictly in
conformity with the principles of
Islamic Shariah. These deposits

are invested in Islamic assets like
Murabaha, ljarah, Diminishing
Musharakah, Salam, Istisna Islamic
Sukuks etc which are duly approved
by Shariah Board. The profit earned
from this Shariah complaint business
is distributed between the saving
account holders and the Bank as
per ratios agreed in the Musharakah
agreement on monthly basis.

Saving Accounts are offered in two
categories:

1. General Saving Account

Depositors with small amounts of
savings, particularly with variable
amounts generally prefer savings
accounts. These depositors

are usually allowed to withdraw
money from the account at

any time. The following are the
product being offered in General
Saving Category:

e Raast Savings Account

*  Asaan Saving Account

* Asaan Saving Remittance
Account

e Pensioner Saving Account

e Raast Youth Savings Account
* Raast Tarseel Account

e Raast Sahulat Account

e Raast Pay Plus Account

e Raast Umrah Account

e Raast Hajj Account

* Raast Fempower Account

2. Riba Free Certificates/
Special Certificates

The depositors keep their

money for a fixed period of time.
The period is fixed at the time

of opening a bank account.

The following are investment
certificates offered by BOK-IBG:

* Riba Free Certificates

* Riba Free Special Certificates

¢ Raast Itminan Mahana
Certificates

e Khyber Islamic Investment
Certificates

Raast Islamic Banking offers several
products to cater the needs of

their customers under the Shariah
Compliant products

¢ Raast Consumer Murabaha

e Raast Car Diminishing
Musharakah

* Raast Car ljarah
* Raast Home Musharakah
¢ Raast Roshan Ghar

* Raast Salary In Advance Scheme

SME's/Corporate
Banking

Raast Islamic Banking offers wide
range of Shariah compliant products
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Products & Services

and services to cater the business/
customer needs of working capital
requirements. Following are the
suitable financing products to meet
business demands.

Murabaha is best suited for
customers to meet the short-term
working capital requirements of

any business for purchase of raw
material, goods and merchandising
as well as export financing and
Import financing etc. Murabaha
means a sale of goods by a person
to another under an arrangement
whereby the seller is obliged to
disclose to the buyer the cost of
goods sold either on cash basis or
deferred payment basis and a margin
of profit included in the sale price of
goods agreed to be sold. Murabaha
may be transacted in both tangible
and intangible assets. It shall not be
transacted in respect of any debt
instrument including receivables.
Being a sale transaction, it is
essential that the commodities which
are the subject of sale in a Murabaha
transaction must exist.

Salam (advance payment against
deferred delivery of goods) means
a kind of sale whereby the seller
undertakes to supply specific
goods to a buyer at a future date in

THE BANK
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consideration of a price fully paid

in advance at the time the contract

of sale is made. The specifications,
quality and quantity of the commodity
must be determined to avoid any
ambiguity which could become a
cause of dispute. Date and place of
delivery must be agreed upon but
can be changed with mutual consent
of the parties.

Istisna is a mode of sale, at an
agreed price, whereby the buyer
places an order to manufacture,
assemble or construct, or cause so
to do anything to be delivered at a
future date. The commaodity must be
known and specified to the extent of
removing any ambiguity regarding its
specifications including kind, type,
quality and quantity etc. Price of the
goods to be manufactured must be
fixed in absolute and unambiguous
terms. The agreed price may be paid
in lump sum or in installments in the

matter mutually agreed by the parties.

Providing of material required for
manufacture of commaodity is not the
responsibility of the buyer.

Tijarah Finance is a Sale (Musawama
basis) + agency (Wakeel) based
financing facility where the interested
client intends to sell their finished
good on credit basis. The core aim of

the Tijarah is to facilitate the customer
to sell their existing owned Assets to
cash for meeting their working capital
requirements and take advantages of
cash sales.

In Tijarah, the Bank will buy finished
goods of the sellers (clients) and then
appoint those customer agent(s) of
the Bank through restricted agency
agreement to sale out the same

in open market not less than a
minimum price determined in agency
agreement to be returned to the Bank
as per agreed schedule.

The Bank and the Customer will
enter into Musharakah, based

on Shirkat-ul-Agd wherein (a) the
Bank and the Customer will invest
in the identified primary Operating
Activities (or any identifiable segment
thereof) of the Customer’s business
and (b) participate in the profits/
(loss) generated by the Musharakah
in proportion to their respective
Investment ratio.

In order to meet long term financing
of infrastructure and industrial
projects requirements or to expand
the Business operations, following
modes are available to our valued
customers under bilateral and
syndicate arrangement.



ljarah is a contract whereby the
owner of an asset, other than
consumables, transfers its usufruct
(benefits) to another person for

an agreed period for an agreed
consideration. In ljarah/leasing,

the corpus of leased commodity
remains in the ownership of the
lessor (Bank) and only its usufruct
(benefits) is transferred to the lessee
(customer). Anything which cannot
be used without consuming the
same cannot be leased out like
money, edibles, fuel, etc. During the
entire term of the ljarah, Bank being
the owner of the assets retains the
title of ownership and also bears

all risks and rewards pertaining to
ownership. All the risks related to
usage of the assets are borne by
the lessee (customer). ljarah facility
can be availed for financing of plant,
machinery, buildings and all the other
fixed assets.

Diminishing Musharaka (DM) is
commonly used for financing the
fixed assets. It is a form of co-
ownership in which two or more
persons share the ownership of

a tangible asset in an agreed
proportion and one of the co-owners
undertakes to buy in periodic
installments the proportionate

share of the other co-owner until
the title to such tangible asset

is completely transferred to the
purchasing co-owner. Diminishing
Musharaka can be created only in
tangible assets. It shall be limited
to the specified Asset(s) and not to
the whole enterprise or business. In
Diminishing Musharaka incidental
expenses related to ownership may
be borne jointly by the co-owners in
the proportion of their co-ownership.
Loss, if any, shall be borne by the
co-owners in the proportion of

their respective investments. The
amount of periodic payment would
go on decreasing with purchase of
ownership units by the purchasing
co-owner.

Based on various Islamic modes
of finance, following is a complete
range of products and services
that are available for importers and
exporters:

e Letter of Credit (LC) (Inland/
Foreign)

e Letter of Bank Guarantee (LG)
e Export/Import financing

* [slamic Export Refinance
Scheme
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Products & Services

ENJOY FREE

IT PAYMENTS

ER YOUR RAAST ID TODAY!

| 6% b #BankOfKhyber

NOW DISTANCE DOES NOT DELAY YOUR HAPPINESS

Receive Speedy Foreign Remittance sent through Western Union, Ria,
Transfast, Instant Cash, Placid, Speed Remit, Gulf Exchange Qatar,
Sharaf Exchange, Malik Exchange UAE from any branch of Bank of Khyber.
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CCOUNT

BOK FEMPOWER GIVES ME FULL
CONTROL OF MY FINANCES

MY ACCOUNT, FINANCING'™®

SO, i

3 MAHINEY
PAYCON

i
%)

www.bok.com.pk

Your perfect banking partner : i
Raast Sahulat Account LMIT OF UPTO

In line with Shariah Principles

Maintain daily minimum balance of
Rs. 25,000 and enjoy free services

CHEQUE OMNLIMNE
BOOK J B.ﬁ.NKlNG_lI

PAY CALL

: ORDERS l \ DEPOSITS

DEMAMND
DRAFTS

#BankOfkhyber
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Profile of
Board of Directors

Mr. Shahab Ali Shah is a senior civil servant, serving as Additional Chief Secretary, Government
of Khyber Pakhtunkhwa.

Mr. Shahab Ali Shah joined Pakistan Administrative Service (PAS) in 1991 and has served
on various important administrative positions including Chief Economist, P&D Department,
Secretary Planning & Development Department and Principal Secretary to the Chief Minister
Khyber Pakhtunkhwa.

*Mr. Shahab Ali Shah by virtue of cessation as Additional Chief Secretary, ceased to be Chairman/ director on Janaury 11,
2023.

Shahab Ali Shah

Chairman / Non-Executive Director

Mr. Ikram Ullah Khan is a civil servant of the Pakistan Administrative Service (PAS) group. He
has been appointed as Director on the Board of the Bank by virtue of his position as Secretary,
Finance Department, Government of Khyber Pakhtunkhwa.

Mr. Ikram Ullah Khan holds Master degree in International Relations and has authored a
number of research papers. He has remained on different administrative positions and has
also attended various national and international courses.

Other Directorships:

e Pakhtunkhwa Energy Development Organization (PEDO)

e KP Economic Zone Development & Management Company (KP EZDMC)
e Water Supply & Sanitation Services Program (WSSP)

e KP Oil & Gas Company Ltd. (KPOGCL)

Ikram Ullah Khan e Flying Club, Peshawar

e KP Tourism Corporation
Non-Executive Director

*  KP Revenue Authority (KPRA)
e KP Public Procurement Regulatory Authority (KPPPRA)
e Technical Education & Vocational Training Authority(TEVTA)

*Mr. Ikram ullah Khan by virtue of posting as Additional Chief Secretary, became Chairman of the Board on Janaury 11, 2023
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Profile of

Board of Directors

Syed Asad Ali Shah

Independent Director

Syed Asad Ali Shah, a Chartered Accountant by profession has an impeccable career of over
35 years serving most of Pakistan’s prominent corporate and financial sector entities in private
and public sector.

Mr. Shah remained country Managing Partner of Deloitte Yusuf Adil, Chartered Accountants — a
member firm of world’s largest professional services firm, President of the Institute of Chartered
Accountants of Pakistan and Board member of International Federation of Accountants. He also
remained Chairman of Inter-governmental working group on accounting & financial reporting
(ISAR), Unctad, United Nations Geneva - one of the largest global forums on financial reporting
and also performed as member of Prime Minister’s Task Force on government restructuring.

Mr. Shah is a commerce graduate from the University of Karachi and holds the status of FCA
and FCMA of ICAP and ICMAP respectively.

Other Directorships:

e M/s Asad Ali Shah Associates, Chartered Accountants (CEO)
*  K-Electric

e Naymat Colletral Management Company Limited

e Befiler Private Limited

*  Securities & Exchange Commission of Pakistan (Member Policy Board)

Tahir Jawaid

Independent Director
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THE BANK
OFKHYBER

An engineer by profession, Mr. Tahir Jawaid has over 40 years of vast experience and expertise
in Fertilizer, Petrochemical, Power Sectors & Human Resource Management.

He remained associated as Chief Executive Officer with HPSL, a subsidiary of The Hub Power
Company Limited (HUBCO) and Senior Vice President (Corporate Services & New Ventures
(HUBCO). He also spearheaded the Human Resource and Public Affairs of Engro Corporation
Limited where he managed the development of HR Processes in light of international norms.

Mr. Jawaid also worked in the United States in various capacities for system and design
engineering companies.

During his professional career, he held key roles in HR Management, Planning, Materials
Warehouse Management and Maintenance Management Systems. Presently, he is Chief
Capability Officer & Advising Partner, August Leadership, Executive Search & HR Consulting,
Pakistan.

Mr. Jawaid obtained MS in Industrial Engineering from the University of Houston, USA, and BS
in Mechanical Engineering from the University of Engineering & Technology, Lahore.

Other Directorships:

*  Rafhan Maize Products Company Limited



Mir Javed Hashmat

Independent Director

A development/ commercial banker, Mir Javed Hashmat has over 30 years of diversified
experience of management and operations of private and public sector organizations including
Banks, Non-banking Financial Institutions and Government Entities.

During his professional career, he remained associated as Provincial Chief, Industrial
Development Bank of Pakistan, Member Board/ Executive Director and Acting Managing
Director of the Bank of Khyber, Chief Executive Officer of KP Board of Investment & Trade and
SME Leasing Limited.

Mr. Hashmat holds a bachelor degree in Mechanical Engineering from University of
Engineering & Technology, Peshawar and has received different certifications from IBA,
Karachi and PDCP, Manila, Philippines. He is a certified Board member by Pakistan Institute of
Corporate Governance (PICG). He has attended number of national and international courses
and workshops during his career.

Muhammad Ali Gulfaraz

Managing Director/ CEO

Mr. Muhammad Ali Gulfaraz has joined the Bank of Khyber as Managing Director & CEO on
12th August, 2021.

Mr. Ali Gulfaraz bring with him an extensive professional experience of 25 years in global
corporate and investment banking. He started his career with Bank of America in Pakistan and
later moved to Bank of America, London. Mr. Ali Gulfaraz left Bank of America to join Mizuho
Corporate Bank, London and rose to the position of Managing Director — Head of Corporate &
Investment Banking for UK, Ireland and Nordic countries. Before joining the Bank of Khyber, he
remained associated with Fauji Foundation as Member, Board of Directors.

Mr. Ali Gulfaraz received his Bachelor of Arts (BA) in Applied Economics and Masters of
Science in Managerial Economics from University of California, Davis. In addition to academic
qualifications, he also possesses in depth professional skills in Corporate Finance, Financial
Analysis, Credit Risk and Capital Markets.

**Ms. Saleha Asif, Nominee Director of the Government of KP tendered her resignation, which was accepted on December 21, 2022.

***Mr. Muhammad Ayaz by virtue of his posting as Secretary, Finance Department assumed Office of Director on January 16, 2023.

****Mr. Abid Sattar and Dr. Aliya Hashmi Khan assumed office of Directors as Nominee Directors of Government of KP on January 30, 2023.
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Management Team

LR i A i
Muhammad Ali Gulfaraz
Managing Director / CEO

Syed Furrukh Zaeem Moin Rana Sher Muhammad Mohmand
Chief Risk Officer / Group Head Treasury & Group Head Group Head Conventional Banking
Group Head Risk Management Investment Banking Operations & Support

Irfan Saleem Awan Khalid Abdul Aziz Muhammad Asif Asim Bashir
Chief Financial Officer Chief Compliance Officer Group Head HRDG Group Head Digital &
Consumer Banking

M. Fawad Sadozai Ali Khan Arbab Mudassar Igbal Azfar Latif
Head Remedial Asset Group Head Islamic Banking Head Internal Audit Division Chief Information Officer
Management Division (Officiating)

Muhammad Ali Asif Naseem Tariq Masroor
Company Secretary (Officiating) Head Consumer Finance Head Credit Administration
Division Division



Jawad Tajik
Head Training & Development,
Micro Finance Division

4

Imran Shehzad
Head Human Resourcing
Division

Muhammad Imran Yaqub
Head Agriculture Finance Division

Muhammad Sameer
Head Centralized Liability
Operation Division

Asim Hayat
Head Islamic Asset Corporate
Division

Shabeer Ahmed
Head Banking Operation
Division

.k

Zarak Khan
Head, Liability & Business
Development Division

= e ol ul
Muhammad Jawad Zia
Head HR & Admin Division

Sadia Bukhari
Head Enterprise Risk
Management Division

=

Muhammad Magbool
Head Law Division (Officiating)

Allah Bakhsh

Head Procurement Division

Arbab Irfanullah
Head Islamic SME Assets

Abid Shah
Head Basel Il &
Regulatory Reporting

Basharat Khan
Head Compliance Division

Irfan Nisar
Head Islamic Asset Consumer
Division

Shahid Sultan

Head SME Finance Division

Abdul Aleem Khan
Head Shariah Compliance
Division

Abid Hussain
Head Policy Procedure & FRM
Division

Manzar Habib
Head Information Security
Division/ Chief Information
Security Officer




&

Management Level
Committees

1 Head Office Credit Committee (HOCC) Conventional
1.1 HOCC Sub Committee (Conventional)

2 Head Office Credit Committee (HOCC) Islamic
2.1 | HOCC Sub Committee (Islamic)
Asset Liability Committee (ALCO)

Management Committee (MC)

3

4

5 Management Risk Management Committee (MRMC)
6 IT Steering Committee (ITSC)
7

8

9

Disciplinary Action Committee (DAC)

Staff Relationship Committee

Expenses Approval Committee

10 | Staff Expenses Approval Committee

11 NPL Review & Settlement Committee

12 | Compliance Committee of Management

13 | IFRS-9 Steering Committee of the Management

14 | Management Image Building & Branding Committee

15 | Banking on Equality Committee
16 | ICFR Steering Committee
17 | Assets Disposal Committee

THE BANK
40 OFKHYBER










Chairman’s Review

In the year 2022, the Global growth remained relatively slow as the key impediments to growth remained higher than
expected inflation worldwide, global output contraction, climate change impact, tighter financial conditions and spillovers
from the war in Ukraine. These challenges continue to impact global economies as well as Pakistan.

Apart from above, the year 2022 remained volatile for the country, with damage and disruption caused by catastrophic
floods, a tight monetary stance, high inflation, and negative impacts of global economic conditions and challenges. The
floods had a significant adverse impact on Pakistan’s economy mostly through the disruption of agricultural produce.

In this challenging scenario, the Bank of Khyber remained committed to its role of a progressive Bank by providing
customers with innovative and value-added financial products and services in Conventional and Islamic banking.
Emphasis remained on the efforts to enhance capacities in the digital banking area through which the customers were
carrying out banking transactions through their mobile phones and internet.

During the year, the Bank achieved a major milestone by winning third position in the Best Corporate Report Awards jointly
conducted by ICAP & ICMA for the year 2021. For the same year, the Bank also won Bronze Award (third position) in the
Public Sector Banks category for the Best Presented Report Annual Report Awards held by SAFA, which was another
great achievement by the Bank.

The Board of Directors of the Bank is committed to ensure good corporate governance through ethical and professional
business conduct as well as effective risk and audit management. In this respect, The Board continually reviews the
Bank'’s financial and operational soundness, and significant policies in-line with regulatory requirements. The Board has
constituted its subcommittees for oversight of all key areas of the Bank covering risk management, audit related matters,
information technology and human resources for achieving the Bank’s strategic objectives.

The Board has approved an effective in-house mechanism for yearly performance evaluation of the Board and its
committees based on quantitative technique with scored questionnaires. The last performance evaluation of the Board
and its Committees was conducted in 2020 as per approved mechanism. It was transpired that the overall performance of
the Board and its committees, including effectiveness of the role played by the Board in achieving the Bank’s objectives
remained generally satisfactory. As required under the Code, the third party evaluation of the Board and its Committees
have also been conducted through Pakistan Institute of Corporate Governance for the year 2021.

Despite the challenges, we will remain focused on the way forward, and will put in our best efforts to achieve new
milestones in the coming years. We will stay devoted to our customers and their needs and will continue to serve them
with innovative products and services.

On behalf of the Board of Directors, | would like to take this opportunity to express my sincere gratitude to our customers
and shareholders for their trust, the State Bank and other regulators for their continued guidance and support. | would
also like to acknowledge the supervisory and steering role played by the Board and appreciate the hard work of the

employees. "7'q->
}‘
/
lkramullah Khan
Peshawar: March 7, 2023 Chairman
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CEO's Review

Assalam Alaikum! | am pleased to share with you an overview of Bank of Khyber’s
progress and financial performance in 2022.

Last year was marked by our continued focus on building a foundation for sustainable growth in the future. | would like to
highlight some of the key measures we took towards this objective.

Firstly, we expanded our branch network to 231 branches, with 52% of them being Islamic and 48% conventional. Our high
proportion of Islamic banking branches is a testament to our strong performance history in this area compared to other
banks operating in both formats.

Secondly, we worked on expanding our non-markup income (excl. gain on securities and share of profit of associate) by
focusing on trade finance, FX, and transaction banking. This has already yielded results, with our non-markup income
growing 26% to Rs 1.37 Billion in 2022.

Thirdly, we revamped our mobile banking app with a new look and improved user interface. This has resulted in a significant
increase in digital users and transaction volumes, with the value of transactions conducted through digital channels growing
by almost 450%.

Fourthly, we introduced a new payment scheme based on MasterCard to bring universal acceptability of our debit card in
physical as well as electronic channels in both domestic and international markets.

Additionally, we focused on strengthening our marketing and corporate communications capabilities to develop a consistent
communication strategy with our existing and target customer base, primarily focusing on digital media.

These measures have already started making an impact on our business. Our deposits grew faster than the overall industry,
registering 12.2% growth compared to the industry’s 7.1%. We have also improved the composition of our deposits, with
the share of current deposits growing from 20% to 23%. Private sector deposits grew at 22%, nearly 4x the rate of our
government deposits.

We also witnessed a sharp increase in new account openings, with almost 2.5x more accounts being opened in 2022
compared to the previous year.

While our profits before tax declined from Rs1.68 Billion to Rs920 Million, this was due in part to the investment we made
in expanding our network and capabilities. The larger reason for the decline was the impact of the sharp increase in SBP
policy rate during 2022 on our fixed income portfolio, which had a lower yield. However, we have substantially reduced this
portfolio and are well-positioned to produce much higher profits in 2023.

| am also proud to share that we achieved a credit rating upgrade from PACRA, bringing both our long-term credit ratings
to A+. Our efforts to improve the quality of disclosure in our annual report were recognized, and we won the third prize

in Best Corporate Report Awards conducted jointly by ICAP & ICMA in September 2022. We also won the Bronze award
in the public sector banks category in the whole region from the South Asian Federation of Accountants in Kathmandu in
December 2022.

In conclusion, our investment in building a stronger foundation for sustainable growth is starting to bear fruit. Despite
challenging economic conditions, we are off to a good start in 2023 and hope to maintain momentum going forward.

Thank you.

THE BANK
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Directors' Report
to the Shareholders

Dear Shareholders

On behalf of the Board of Directors, we are pleased to present
the 32nd Annual Report of the Bank of Khyber along with audited
financial statements and auditors’ report for the financial year
ended December 31, 2022.

Financial Highlights
The operating results, as recommended by the Board, are as
under:

(Rs. in Millions)
Operating Profit 1,822

Provision against non-performing
advances, investments & others 902

Profit before taxation 920
Taxation 465
Profit after tax 455
Total Assets 344,984
Advances (Gross) 134,913
Investments (Net) 173,669
Deposits 248,906

Economy Review

Global economic challenges have been compounded by

the advent of Russia-Ukraine war whose spillovers had an
adverse effect on the energy supply-chain across Europe with
repercussions across the globe.




In the domestic economy, political
instability, high international fuel &
commodity prices and bludgeoning
trade deficit exerted immense
pressure on foreign exchange
reserves resulting in significant
depreciation of PKR against USD
which in turn contributed towards
high inflation. Delay in reaching

an agreement with IMF for release
of next tranche resulted in major
uncertainty about Pakistan’s ability to
meet its foreign financial obligations.

Apart from above, the year 2022
remained volatile for the country, with
damage and disruption caused by
catastrophic floods, a tight monetary
stance, high inflation, and a less
conducive global environment. The
floods had a significant adverse
impact on Pakistan’s economy mostly
through the disruption of agricultural
production.

In the backdrop of this scenario, the
Bank of Khyber remained committed
to its role of a progressive bank by
providing customers with innovative
and value-added financial products
and services in Conventional and
Islamic banking. The Government
took several important policy
measures including monetary and
fiscal measures to mitigate the
economic fallout.

Performance
Review

Under the challenging and
competitive operating environment
owing to the delicate economic
activities, the Bank sustained its

focus towards long-term multi-
pronged strategy, driven towards
continuous augmentation of
innovative technology-based
service offerings to customers
through enhancing digital platforms,
strengthening risk management and
optimizing operating efficiencies.

Profitability during the year has
been impacted by investments in
expanding the branch network and
the impact of significant increase in
the policy rate on the bank’s fixed
rate investment portfolio. Under
these fragile economic conditions
subdued business activities resulted
in impaired repayment capacity of
businesses and obligors. However,
the Bank has been investing in
building its capacity to grow its
business which should enable a
sustainable increase in profitability in
the coming year.

The Bank’s profit before tax was
recorded at Rs.920 million as against
Rs.1,680 million of the previous

year. Despite achieving progress in
number of areas during the year, the
Bank’s net profit squeezed to Rs. 455
million. This was mainly due to the
negative impact of sharp rise in policy
rates on Bank’s investment portfolio
coupled with the impact of increase
of operating cost due to ongoing
branch expansion and capacity
building measures for Bank's better
future prospects. To weather the
impacts of prevailing unprecedented
economic challenges and high
interest rate outlook for 2023, the
Bank has done major repositioning of
its investment portfolio. The earnings

per share was recorded at Rs. 0.41
against Rs. 1.00 in 2021.

With a slight increase, the Net
Mark-up / Interest Income stood at
Rs.7,149 million as compared to
Rs.6,789 million in the corresponding
year of 2021. Non-Markup / Interest
Income increased due to foreign
exchange business during the year
and stood at Rs.1,385 million as
compared to Rs.1,023 million of the
previous year.

Total deposits with an increase of
12% stood at Rs.248,906 million in
comparison with Rs.221,876 million
as at December 31, 2021. This
growth was mainly driven through
new customer acquisitions and
deepening of the existing portfolio
base whereas CASA deposits
mobilization remained a pivotal point
of the whole drive. Investments have
been consolidated and stood at
Rs.173,669 million as compared with
Rs.184,399 million as at December
31, 2021. Furthermore, the gross
advances of the Bank stood at
Rs.134,913 million from Rs.131,166
million in 2021.

The asset base of the Bank slightly
reduced as compared to previous
year amount of Rs.358,606 million
and stood at Rs.344,984 million

as on December 31, 2022 due to
consolidation in investment portfolio.
The shareholders’ equity was
recorded at Rs.16,427 million as
compared to Rs.16,570 million for the
corresponding period of 2021.

The Bank at the end of the year
under review, was operating with
231 branches and 24 sub-branches
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Directors’ Report
to the Shareholders

all over the country including Gilgit
Baltistan, erstwhile FATA and Azad
Jammu & Kashmir. A total of 119
branches were functioning as
dedicated Islamic Banking branches.

Taking cognizance of the fact that the
outreach of branch network has direct
implications on the services, the

Bank focused on concentrating and
broadening its services through the
extended branch network to provide
efficient banking services to its valued
customers. Our branch network is
also catering to the banking needs of
the people in the merged districts of
the erstwhile FATA as well.

To satisfy the needs of diverse
range of clientele, the Bank has also
taken concrete measures through
augmentation of digital banking and
conventional banking services all
across Pakistan.

Future Outlook

The Bank being watchful of the
economic conditions would focus on
maintaining the growth momentum
and asset quality. The cornerstone of
Bank'’s philosophy would remain on
improving service quality standards
and providing state of the art
banking services through leveraging
technology and trained human
resource. Efforts are also underway
to target new market segments and
to improve efficiency and productivity
in Bank's overall performance.

The Bank would be focusing

on enhancing revenue growth
and profitability through cross
selling various financial products,

THE BANK
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strengthening internal controls
operational structure, capacity
building, proficient customer services
and optimizing branch banking
platform. Emphasis will be on

major cost rationalization initiatives
through continuous improvement in
automation and product innovations.

The Bank is fully confident that the
goals set for the ensuing year will be
materialized and would contribute to
working of the Bank.

The Bank is ready to give special
attention to Home Remittance
business for channeling forex through
the formal sector. This will be aided
through broadening of product suite
and further supported through the
bank’s digital banking platform.

On the asset side, the bank intends
to diversify financing portfolio by
gradually moving from Government
backed lending to private sector

for fresh loans with potential of
ancillary business and trade finance
opportunities. Besides, other target
areas remain Consumer Financing,
Agriculture and SMEs to foster
development and generate economic
activity. Emphasis will be on boosting
trade volumes, increasing penetration
in cash management with a focus

on SME / commercial lending.
Simultaneously, investing in human
capital and creating a caring culture,
will remain a key priority.

To save energy for the future,

the Bank of Khyber has adopted
renewable energy options. A total of
13 branches have successfully been
converted to Solar energy whereas

remaining branches will be converted
accordingly.

The Bank continues to play an active
role in all Government and SBP
initiatives aimed at improving the
economic activities in the country.
The Bank also continues to play an
active role in the housing initiative
and also financially empowering

the young population under the PM
Kamyab Jawan program.

The Bank supports gender diversity
and offers equal employment
opportunities to females and
candidates belonging to minority
groups across the country. The Bank
has already inducted a batch of
female Management Training Officers
(MTOs) and further inductions will be
made in the future as well.

The Bank remains cognizant of the
challenging business environment
and stands committed to its
strategy of steady growth through
diversification in products, services
and outreach. The Bank is also
focusing on increasing its customer
base and mobilizing cost effective
deposit mix with an emphasis on
prudent lending to maintain trend of
stable profitability.

Risk
Management
Framework

The Bank emphasizes on maintaining
high risk management standards

to ensure that the risks being

faced by the Bank are properly
identified, assessed and appropriate



mitigation tools are adopted keeping
in view their nature, degree and
concentration. Since an effective

risk management framework
demands active involvement of
Board of Directors (BoD) and senior
management in the formulation

and oversight of risk management
process, a robust governance
structure exists at the Board and
Management levels which provide
strategic direction. The BoD has
approved overall business strategies
and policies including those related
to managing and taking risks. BoD
also ensures that senior management
is fully capable of managing activities
that they undertake during course of
business.

The Board has formed a specialized
Board’s Risk Management
Committee (“BRMC”) to oversee
the risk management activities. The
BRMC held regular meetings as per
the given mandate and thoroughly
reviewed primary risks including,
inter-alia, Credit, Market, Liquidity
and Operational. In addition, the
BRMC also took stock of other
material items such as follow up
and management of non-performing

accounts, interest rate environment,
and afforded guidance in the
management of risk assets portfolio
vis-a-vis capital. At the senior
management level, the Bank has
dedicated committees which include
the Head Office Credit Committees,
Management Risk Management
Committee (MRMC) and Assets
Liability Committee ("ALCO”).
These committees discharge their
responsibilities in accordance with
their respective terms of reference.

Risk Management structure at the
Bank has been founded in line with
regulatory requirements and in line
with industry best practices. The
structure fundamentally ensures
independence of risk from business
functions to avoid conflict of
interest and fosters better control
environment. While the branches
initiate business propositions for
financing or investment and FI
limits, the relevant support officials
at the Head Office, conducts
detailed analysis of these proposals
before they are forwarded to Credit
Risk Management Department

for consideration. Credit Risk
Management Department takes

into account various factors such
as borrowers’ business dynamics,
financial position, industry outlook
and quality of collateral for
evaluation and form the basis of
onward recommendation to the
approving authority. Under credit
risk management policy, adequate
procedures and limits are defined for
ensuring that risk remains within the
boundaries set by the BoD.

Market, Liquidity, Operational,
Environmental, and Country risks are
being looked after by the Enterprise
Risk Management Division (ERMD).
A proper reporting framework has
been put in place for timely reporting
of various market and liquidity risks
to ALCO members. ERMD is also
responsible for updation of Market
Risk Management (MRM) Framework
encompassing Asset Liability
Management, Interest Rate Risk in
Banking and Trading Book coupled
with Treasury Investments and Equity
portfolio monitoring against defined
Risk tolerance limits.

There is also a well defined reporting
framework which has been put in
place for reporting of Operational
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Risk. ERMD conducts Risk Control Self-Assessment
(RCSA) workshops which assess documented process
flows of various banking transactions taking place in day
to day functioning of the Bank for inherent and residual
risks. An Automated solution/software for Operational

loss incident reporting is in place and can be accessed

by every employee of the Bank for reporting of control
breaches leading to losses. Operational Loss Data also
helps the Bank in taking corrective measures for various
control lapses identified in it. Due to ever increasing
importance of environmental hazards and its related
impact on overall ecosystem, the environmental risk
management desk is working for minimizing effluents,
emissions, wastes, resource depletion, etc., arising out

of its own activities or that of its customers in line with

SBP requirements. The bank has also developed a robust
environmental risk management system including but not
limited to environmental risk avoidance list, categorization
of environmental risks of different industries, environmental
due diligence checklists and environmental risk covenants.

The Bank continued to closely monitor market
developments — especially interest rate environment,
volatility of FX rates and appropriately realigned business
strategy to control downside on the bank’s balance sheet.
The bank has applied a multi-pronged strategy whereby
resources are deployed for ensuring financial stability and
protection of stakeholders’ interest.

Internal Controls

The Board of Directors has fiduciary responsibility to
ensure existence of an adequate and effective system

of internal controls for management and mitigation of
multiple risks the Bank has to encounter. A Statement

on Internal Controls is separately attached as part of the
Annual Report which has been endorsed by the Board of
Directors.

Board of Directors

The composition and profile of all members of the Board
of Directors are disclosed separately in the Statement of
Compliance and Corporate Information respectively. The
composition of Board Committees is also disclosed in the
relevant section of the report.

The Board of Directors comprises of seven (6) Directors as
per the following:

i. Male: Six (6)

ii. Female : Nil (0)*

During the year 2022, Mr. Rashid Ali Khan had completed
the maximum term allowed under the regulations whereas
Mir Javed Hashmat was co-opted by the Board against
the vacant seat available after the resignation of previous
Directors. Mir Javed Hashmat joined the Board on May 6,
2022 after getting clearance from State Bank of Pakistan
and made part of different Board Committees. The
Committees have the required diversity, experience and
skills to function effectively.

* Ms. Saleha Asif, Director tendered her resignation, which
was accepted on December 21, 2022. Subsequent to

the year end, her casual vacancy was filled by Dr. Aliya
Hashmi Khan.
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Directors’
Training Program

During the year, owing to post
COVID-19 situation, Director’s
Training Program could not be
arranged. However, the Bank
intends to arrange Director’s Training
Program for the new Directors at the
earliest.

It is to be noted that Mr. Tahir Jawaid
and Mir Javed Hashmat have already
completed the Director’s Training
Program through Pakistan Institute of
Corporate Governance.

Annual
Evaluation of
the Board of
Directors

The role of the Board of Directors
along with its responsibilities and
functions are clearly enumerated

in the relevant laws, rules and
regulations. The State Bank of
Pakistan issued detailed guidelines
on performance evaluation of the
Board of Directors wherein it was
required that the board shall evaluate
performance of overall Board, its
committees and individual directors
on yearly basis whereas the same
shall be undertaken by an external
independent evaluator every three
years.

In light of these guidelines, the Board
of Directors put in place an effective
in-house mechanism for annual
evaluation of the Board, Committees
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and individual directors in 2013 by
adopting quantitative techniques.
In-house evaluation exercise for the
year 2022 will be conducted and
completed in 2023.

Under the Code of Corporate
Governance, a third party evaluation
of the Board’s performance for the
year 2021 was conducted through
Pakistan Institute of Corporate
Governance (PICG) in 2022. The next
such independent evaluation will be
conducted in 2025.

Directors’
Remuneration

The current Directors’ remuneration of
Rs.100,000/- (net of taxes) being paid
to non-executive and independent
directors for attending meetings

of Board/Board Committees/

Board Special Committee had

been recommended by the Board

of Directors in its 174th meeting

for post-facto approval of the
shareholders in the forthcoming Thirty
Second Annual General Meeting
scheduled to be held on March 30,
2023.

A Directors’ Travel, Accommodation
and Remuneration Policy duly
approved by the Board of Directors
outlining entitlements and
remuneration of Non-Executive

and Independent Directors is in
place. In light of the SBP Corporate
Governance Regulatory Framework,
the said Policy had been approved on
post facto basis by the shareholders
in 31st Annual General Meeting.

Entity Rating

The Pakistan Credit Rating Agency
Limited (PACRA) has upgraded the
medium to long term entity rating of
the Bank at ‘A+’ (Single A Plus) on
QOctober 04, 2022 and maintained
short term entity rating of the Bank at
‘A1” (Single A One). Outlook on the
assigned rating is “Stable”.

VIS Credit Rating Company Limited
(VIS) has reaffirmed the medium to
long term entity rating of the Bank at
‘A+’ (Single A Plus) and short-term
rating at ‘A-1" (A-One). The medium
to long-term rating of ‘A+’ denotes
good credit quality, with adequate
protection factors. Outlook on the
assigned rating is ‘Stable’

The ratings denote low expectation
of credit risk emanating from strong
capacity for timely payment of
financial commitments.

Corporate Social
Responsibility

At the Bank of Khyber, we firmly
believe in our duty towards social
responsibility, which is demonstrated
through our endeavors to make a
meaningful contribution to the welfare
of the community and the larger
society. We acknowledged that our
commercial pursuits are not limited
to financial gains only; rather, we
bear a responsibility to positively
impact society as a whole. Thus,

our Corporate Social Responsibility
(CSR) initiatives are given utmost
importance, as we endeavor to



establish a harmonious, cooperative
and respectful society.

During the year 2022, the bank
undertook several CSR initiatives
spanning diverse areas such as
education, sports, culture & heritage,
tourism, agriculture, women's
empowerment, and the environment.

These CSR programs have enabled
us to work towards the betterment
of society, and we take great pride
in highlighting some of the following
significant initiatives we undertook
during the said period:

e Sponsored the Khyber Medical
University Plantation Drive,
contributing to the greening of
the environment and promoting
sustainable practices.

e Sponsored the SBBWU Women
Employability Summit 2022,
supporting the empowerment of
women and promoting gender
equality.

e Sponsored the Interfaith Minority
Rashan Bags, providing food
assistance to vulnerable
communities during the
pandemic.

e Sponsored the Chinar Festival,
celebrating the cultural heritage
of our region and promoting
tourism.

Sponsored Shayan Ali, a talented
tennis player, as Raast youth
sports Ambassador, encouraging
youth participation in sports and
promoting a healthy lifestyle.

Sponsored the International
Seerah Conference

Sponsored the DC Gilgit
Jashne Azadi Sports Gala
2022, supporting community
engagement and promoting a
sense of national pride.

Sponsored the BOK Junior
Badminton Championship,
encouraging youth participation
in sports and promoting healthy
competition.

Sponsored the Abasin Arts
Council for BOK awards,
recognizing and promoting local
talent and cultural heritage.

Sponsored the Women Chamber
of Commerce & Industry
Peshawar, Exhibition on Youth
Start-up & Women Entrepreneurs,
supporting women's economic
empowerment and promoting
entrepreneurship.

Sponsored the BOK Squash
Talent Hunt Program, goal was
to establish a robust financial
support system for the new
Squash talent of KB which
helped in reviving the past glory
of squash.

Sponsored the Pakistan
Corporate Conference ACCA,
promoting business and financial
literacy.

Sponsored the Peshawar
Football League, encouraging
youth participation in sports and
promoting healthy competition.

Sponsored the Women Chamber
of Commerce & Industry
Peshawar for Excellence Awards,
recognizing and promoting

the achievements of women
entrepreneurs

Moreover, the bank also
provided a grant to the Khpal Kor
Foundation for the construction
of an auditorium and need cum
merit-based scholarships to
students schooling at Khapal Kor
Foundation School System,
resulting in supporting educ
and providing opportunities t
underprivileged children.
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Go Green Initiatives

As a socially responsible financial institution,
we are committed to play our due role in

the efforts to the reduction of emissions and
promoting awareness through environment
friendly practices and social media

outreach on significant occasions related

to environment protection. At BOK, we
prioritize activities related to Corporate Social
Responsibility, which encompasses social,
economic, and environmental concerns.

Throughout 2022, we placed considerable
emphasis on promoting important social
media campaigns for various international
events, including World Water Day,

Earth Day, World Biodiversity Day, World
Environment Day, Global Wind Day, Water
and Mangroves Conservation Day, World
Nature Conservation Day, No Tobacco Day,
Women's International Day, and International
Men's Day.

In line with our commitment to environmental
protection, BOK has launched a Global
Warming and Green Awareness campaign
aimed at educating our employees

and customers on the importance of
environmental and climate protection.

Value of
Investments

in Employees
Retirement Benefit

Funds

Book Value of Investment of Provident

Fund & Gratuity Fund as per un-audited
accounts of these funds for the year ended
December 31, 2022 was Rs.2,035.435 million
and Rs.814.487 million respectively.

Pattern of
Shareholding

The pattern and category of shareholding as
at December 31, 2022 is annexed with the
Annual Report.

Six Years Operating
and Financial Data

The six years highlights of operating and
financial data is appended below:

Deposits 159,247 171,168 182,168 203,072 221,876 248,906
Advances (net) 83,369 95,012 109,742 129,063 124,549 127,515
Investments 140,474 94,233 146,911 113,479 184,399 173,669
Total Assets 245,132 223,095 306,305 288,300 358,606 344,984
Capital & Reserves 14,943 13,809 14,982 16,605 16,219 16,657
Profit before Tax 2,795 707 2,261 3,806 1,680 920
Profit after Tax 1,790 466 1,306 2,152 1,104 455
Return on Equity 12.09% 3.24% 9.07% 13.62% 6.72% 2.77%
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Earnings Per
Share

Earnings per share for the year 2022
is Rs.0.41.

External Auditors

The present Auditors M/s. PwC
A.F. Ferguson & Co., Chartered
Accountants, being eligible for
reappointment offered themselves
for reappointment. The Board Audit
Committee has recommended
the appointment of M/s. PwC

A.F. Ferguson & Co., Chartered
Accountants as Statutory Auditors
of the Bank for the year ending
December 31, 2023.

The statutory auditors of the Bank
have confirmed that they have been
given a satisfactory rating under the
Quality Control Review program of
the Institute of Chartered Accountants
of Pakistan. Further, that the firm and
all their partners are in compliance
with International Federation of
Accountants (IFAC) guidelines on
Code of Ethics as adopted by the
Institute of Chartered Accountants of
Pakistan, and meet the requirements
for appointment under all applicable
laws.

Service Quality

Service Quality at The Bank of Khyber
is aimed at improving the overall
Customer Service Experience. To
further improve the image of the
Bank, Service Quality Department is
in continuous progression to increase
the Level of Trust by providing the
preferred services to the Customers.

Customer’s feedback is always
important in formulating strategies
and planning for improving services.
In addition, in order to gauge the level
of customer services of the Bank,
satisfaction surveys are carried out
regularly, which are further shared
with the management for improving
the overall services. Customer
Satisfaction Survey was also carried
out in 2022 through an External
Vendor to have unbiased views /
opinions and the results of which are
further shared with the Management.

The Bank of Khyber is committed to
create a service culture in the Bank
based on Consumer Protection and
Fair Treatment. The Fair Treatment
of Consumer at the Bank strives to
educate the customers where they
can make informed choices amongst
a variety of products and services,
understand their rights, have a

high level of trust and have smooth
recourse of their grievances.

Service Quality Department releases
effective information for consumers
through its publications through
Website, Social Media, SMS and
other platforms. Objective of the
publications is to keep the consumer
informed about the Products,
Services, Rights and Responsibilities
and other useful obligations,

which are as per Fair Treatment of
Consumer initiatives.

The Complaint Management Unit,
under the guidance of the Service
Quality Department, gives utmost
importance to every single complaint
and tries to resolve these within the
shortest possible time by keeping
the customers informed about the
complaint escalation levels.

Complaint Management is working

to always improve the image of the
Bank by taking complaints as a
chance to improve the services of the
Bank. The objective of the complaint
resolution at BOK is to have a smooth
delivery of service through efficient
complaint closures with increased
customer’s satisfaction.

From 01-01-
Complaints Period 2022 to
31-12-2022
Number of complaints 763
Average Time taken in ' 04 Days
settlement of a complaint
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Events after the Balance Sheet date

No material events occurred subsequent to the date of the Balance Sheet that require adjustments to the enclosed
financial statements, except those which have already been made or disclosed.
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On behalf of the Board of Directors, we take this opportunity to thank our valued customers for their patronage, to
our employees for their continued commitment, our shareholders for their trust and confidence and the Provincial
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On behalf of the Board of Directors
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Our Value Creation
Business Mode|

Vision

e Share Capital: Rs. 11 Billion

:!; T | Total Equity: Rs. 16 Bilion

E 'E + Capital Adequacy Ratio: 14.88%

it Y | * Deposits: Rs. 249 Billion

+  Borrowings: Rs. 66 Billion Strategy &
Resource Credit
. . Extension

o * Branches and Sub-branches: 255 Al |ocat|on

S _ |+ ATMNetwork: 243

& % «  Digital Touch points: 07

= 8 * Modern Head Office Building

12% » State of the art Training Center @@

* Other Fixed Assets ﬂ S
,-g * Competent and People centric Payments &
& Employees Transactions

;/_) g * Total Employee: 1,950
2 g * Professional Development and training
4 :|=:’ » Strong Organizational culture
<
=  Diversified & Experienced Board
o =
5 g _ | = 5yearrolling Strategic Plan

'8' % Strong IT Infrastructure

,,=9 8 * Intangibles

c * Robust Risk Management

* Effective Internal Controls

Trading &
* Increasing Client Base Investments

* Dedicated Complaint Handling
mechanism

Membership with Professional bodies
» Strong Social Media Presence

* Healthy relationship with our
stakeholders

Social &
Relationship Capital

@

Performance
*  Green Banking Initiative Digital

e Solar Branches/ATMs Transformation

* Compliance with Safety &
Environmental Laws

Natural
Capital
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Mission

Rs.
=

Risk
Management

Funding &
Deposits

Other
Services

siness
ities

Product
Innovation

Outlook

Service
Quality

Profit Before Tax: Rs. 1 Billion
Earnings per Share — Rs. 0.41
Return on (Avg.) Assets: 0.13%
Return on (Avg.) Equity: 2.76%
Market Capitalization: Rs. 14 Billion

Regular Investor/ Corporate briefing
sessions

Improvement in Corporate Reporting

Shareholders /
Investors

Customer Deposit Protection
Advances growth: 3%

Branch Network outreach

New to Bank Accounts: 145,651
Cards Issued: 216,270

Digital App users: 32,709

Increase in Digital/ Card based
Transactions

Customer Complaint Resolution: 99%

Customers

Salaries and Benefits: Rs. 3 Billion
Employee retention ratio: 87%
Employee Recreational Activities
Training Cost: Rs. 6 Million

No. of Training participants: 6,984
No. of Training Days: 10,384

No. of promotions: 193

Female Staff ratio: 10%

New Recruitments: 441

Employees

A+ (A-Plus) Entity Credit Ratings

Compliance with Regulatory
requirements

Contribution to National Exchequer

Supported Government policies aimed
at fostering economic Development

Regulators/
Government

Donations

Tree Plantation initiatives

Sponsored various community service
initiatives

National Financial Literacy drive
Responsible/ Green Financing

Job Creation

Society
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Strategic Objectives

Strengthen the foundations on which to scale up for future growth.

Short Term Leverage new core banking system to extract operational efficiencies through process re-engineering.

Improve and expand digital financial service.

Grow transaction banking to increase share of non-interest income.

Leverage increased branch network to grow deposit base.

Medium Term

Improve credit quality of asset portfolio through a clear client selection strategy.

Develop strong brand awareness through digital communication and marketing.

Gain market share to up-tier competitive positioning versus peers.

Significantly grow profit base on a sustainable basis.

Long Term Continuously innovate and improve to maintain pace with the latest developments in financial Services.

Be an admired banking company for maintaining very high standards of corporate governance,

environmental and social responsibility, community relations and employee welfare.

To significantly grow the asset and profit base on a sustainable basis from core business activities, the Bank follows
a structured approach to map itself in the industry / operating environment through detailed competitive position
assessment, peer group analysis, macro-economic reviews and identification of relevant Key Performance indicators:

 Strategic thrusts
* Branch Expansion Plan
¢ Growth Areas ‘scoped’

* Financial

* Peer positioning Projections

* SWOT Analysis
e Economic Outlook

* Key Performance
Indicators

* Regular monitoring
and realignment

The Bank’s objectives and strategies are well calibrated with its vision and are implemented through policies, procedures
and processes. No significant change occurred during the year to affect the objectives and business strategies of the
Bank.
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SWOT Analysis

Strengths

Strong sponsor support with 70.2%
ownership by Government of KPK and
24.4% by Ismail Industries.

Extensive presence in KPK.

State of the art core banking software
(T-24).

Continuous improvements in BOK
Mobile Banking App.

Long term Credit rating upgraded by
PACRA & VIS Credit Rating from A to
A+,

Fully compliant with the applicable
capital & liquidity standards/
requirements.

Offering services with good balance
between Conventional & Islamic banking
business.

Strong Board and Management team.

Opportunities

Growth potential in the high quality
Conventional & Islamic banking
segments.

Potential for growth in lower risk based
consumer financing avenues.

Private sector business growth.
Potential for increase in trade &
remittances business.

Digital banking platform to minimize
the Bank’s operational cost and reduce
the turn-around time with customer
convenience.

Partnering in Government initiatives and
program lending etc.

Weaknesses

Low private sector deposit share.
Relatively High NPLs/ Infection ratio.
Young Digital Banking Platform.

Low Network Density and Branch
recognition outside KP

Room for diversification in assets &
liabilities portfolio.

Lower credit rating in comparison with
other market players

Areas for improvement in service quality.
Comparatively low Non-Markup Income.

Threats

* Strong market competition.

* Risk of Asset deterioration due to restricted
economic conditions.

e Treasury Single Account (TSA)
implementation.

¢ Impacts of *IFRS-9.

* Adverse changes in banking laws
especially w.r.t. minimum deposit rates
for Islamic banking, liquidity & capital
requirements etc.

* Adverse changes in the tax and other laws.
e Any other unforeseen challenges (like
COVID etc.)

*The Impact of IFRS-9 is being regularly analyzed by the Bank
as per the applicable SBP circulars. Implementation date of
IFRS-9 for BOK is Jan 01, 2024.
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Strategic Thrusts

Strengthen the foundations on which to scale up for future growth.

e Address key product/ capability gaps vs leading banks in the industry.

* Leverage core banking system to extract operational efficiencies through process re-engineering.

* Improve and expand digital financial services.

*  Grow transaction banking to increase share of non-interest income.

* Leverage increased branch network to grow deposit base.

* Improve credit quality of asset portfolio through a clear client selection strategy.

e Develop strong brand awareness through digital communication and marketing.

*  Gain market share to up-tier competitive positioning versus peers.

e Continuously innovate and improve to maintain pace with the latest developments in financial services

* Be an admired banking company for maintaining very high standards of corporate governance, environmental
and social responsibility, community relations and employee welfare.

Resource Allocation

Key Performance Ind

Plan and
icators (KPls

Strategic .. Future Capital
rateg Key Strategies in Place KPlIs P
Objectives Relevance Inputs

Leverage new core Continuous improvements/ upgrades in technology | Effective and Shall remain Intellectual
banking system to platform. efficient cost control | relevant in
extract operational Prudently plan for migration from physical data while investing for future
efficiencies centers to cloud. growth
through process Lo .

: : Incorporate modular design in key applications to
reengineering. : I

enable quick feature/ capability enhancements.

Grow transaction Grow Forex income through greater focus on trade Approved Growth Shall remain Financial
banking to increase and remittances. targets relevant in Social &
share of non-interest Enhance relationship with Financial Institutions to future Relationship

income.

increase business volumes:

©  Trade

©  Guarantees

©  Digital banking transactions
©  Public Sector projects
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Resource Allocation Plan and
Key Performance Indicators (KPIs

Strategic S Future Capital
rateg Key Strategies in Place KPIs P
Objectives Relevance Inputs
Leverage increased After implementing the branch expansion strategy Annual Branch Shall remain e Manufactured
branch network to for the year 2022 (including the spill over in 2023) Expansion Plan relevant in « Financial
grow deposit base. the Bank will focus on consolidation. Further branch | execution future
exparjsion from 2024 onwards will bg focused on Deposit generation
Islamic branches more than conventional. growth and mix
Continuous focus on digital banking solutions to
further expand the business.
Reduce reliance on Govt. deposits by focus on
private deposit growth.
Strong focus on acquiring public sector salary
accounts in KP.
Target accounts for overseas migrant workers to
capture bigger share of home remittances.
Improve credit quality Strengthen risk management framework to: Asset Quality Shall remain Intellectual
of asset portfolio °  Improve credit portfolio quality of the Bank Low Infection ratio relevant in
through a clear client future

selection strategy.

©  Stronger credit risk analysis and anticipation of
problems

©  Reduce NPL ratio
©  Market/ liquidity risk management
©  Grow Asset portfolio in line with credit strategy

Focus on adding new names/ deepening business
with high quality corporates.

Grow consumer financing vis low risk strategy of
cross-sell to public sector employees maintaining
salary account at BOK.

Controlled SME portfolio with focus on Govt.
supported program-based lending for lower
infection.

Agriculture Financing will be through targeted
initiatives.

Public Sector Commodity lending will be kept at
optimum level.

Depending upon the market conditions, the Bank
will maintain the optimal advances to deposit ratio
(ADR) while available surplus funds will be deployed
through treasury.

Increasing good quality private sector advances
proportion.

High Coverage ratio

kevort 2022

67



Resource Allocation

Key Performance Ind

Plan and
icators (KPls

Strategic .. Future Capital
rateg Key Strategies in Place KPlIs P
Objectives Relevance Inputs
Develop strong brand | Address key capability gaps through in-house solutions | Customer Shall remain Social &
awareness through or external partnerships: Satisfaction and relevant in Relationship
digital communication | Integrate billing aggregators Retention future
and marketing.
d e MasterCard
e Multi-channel contact center
* High volume Government Payment projects
Consumer
* Consumer financing automation
* Digital onboarding
* In-house card production
* Comprehensive features in Mobile App
» Corporate Cash Management Solutions
Significantly grow * Improve deposit mix: more Current & less TDRs * Shareholder Shall remain * Financial
profit base on a * Gradually reduce cost of deposits to match industry return (EPS/ relevant in * Manufactured
sustainable basis. benchmarks Return on future
: * Intellectual
o . . Assets/ Return
* Close monitoring will be done for interest rate on Equity)
expectations and movements.
' . ) * Expense ratio
* Gradually re-profile the investment portfolio. - )
o ) ) » Efficiency ratio
* Keeping in view the interest rate scenario, Treasury
will mainly focus to earn consistent interest income * Core and Gross
for which it will invest in floating rate / short duration Spreads
portfolio and remain within risk limits.
» Digital banking platform will be utilized for achieving
operational effectiveness and efficiency specially for
the consumer financing.
* Intensify efforts for maximum recoveries.
¢ Detailed account wise plan with short, medium and
long term priorities
Be an admired * Focus on maintaining up-to-date compliance with » Corporate Social | Shall remain * Social &
banking company regulatory requirements. responsibility relevant in Relationship
for maintaining very » Continuously evaluate internal controls to identify  Organizational future e Human
high standards of vulnerabilities. sentiment « Natural

corporate governance,
environmental and
social responsibility,
community relations
and employee welfare.

Upgrade talent pool

Gender diversification

Special focus on strengthening of centralized
functions, digital banking, information security, risk,
compliance, finance etc.

Continuous training and development of the staff.
Bring continuous improvement in HR policies and
procedures, in line with the industry trends.

e Staff productivity
e Staff turnover
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Stakeholders
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Stakeholders’ Engagement
Policy of the Bank

Development of sustained stakeholder engagement policy is paramount to the performance of any institution. Conscious
to the need of creating a culture of clear and open communication with stakeholders and to follow a disciplined and
professional approach for managing the information flow, the Bank is following the framework that articulates necessary
tools, processes and guiding principles of communication to be adopted for engaging various stakeholders.

The key goals of the framework are:

e Pursuing strong corporate reputation through high transparency and consistency in communication with stakeholders; and

e Considering all stakeholders as partners and making every effort to ensure that they are abreast with necessary

disclosures, aware of forums to provide valuable feedback

e Timely dissemination of information through formal communication channels; with clarity, coherence and credibility

Stakeholders' Identification &
Engagement Process

Identification of

Stakeholders Stakeholder Needs and Expectations Mode of Engagement Frequency
e Share price appreciation and . Periodically
dividends Corporate Reporting (Annual)
e Sustainable growth in Financial Reporting Periodically
Sponsors earnings (Quarter)
Minority . Strong Ba|alnce sheet t.o Extralordlnary General Occasionally
Shareholders protect against downside Meetings
Shareholders/ - Risk . Periodically
Investors Individual Investors Annual General Meeting A |
o e Transparent reporting and (Annual)
Institutional Investors disclosures Analyst/ Corporate o
) Periodically
Analysts Briefings
Capitals impacted:
] . . Corporate Website Conti |
Financial | Intellectual | Social & | (Investor Relations) ontinuously
relationship | Natural
«  Innovative & responsible Physical Access Points Continuously
banking product & services | Digital Access Points Continuously
*  Safe and convenient access | Social Media/ Continuously
(Increasingly through digital | Advertisement
Individuals channels) Corporate Website Continuously
Cust Institutions *  Excellence in Customer Customer Awareness o onal
ustomers i . ccasionally
Corporates Service Seminars
Entrepreneurs e Value for Money SMS/ Email alerts Continuously

Capitals impacted:

Manufactured | Intellectual |Social
& relationship | Natural

Call Centre

Continuously
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Stakeholders' Identification &
Engagement Process

Stakeholders Idg::;:‘:;}a:;g:rof Needs and Expectations Mode of Engagement Frequency
Safe & Healthy work Egﬂrg?yee Self-service Continuously
environment
Fair remuneration, Effective Training Programs Regularly
performance management Formal meetings Regularly
and recognition ,

Informal sessions Regularly
Permanent Enabling environment that Int | Gircul Reqularl
ol Employees embraces diversity and nternal cireutars egularly
mployees inclusivit i
Contractual y Sot%lal levents & Occasionally
Employees Career development and gatherings
advancement
Capitals impacted: Emails Regularly
Human | Intellectual |Social &
relationship
Directives & Circulars Regularly
Federal Government ,
o Timely & Effective Regulatory reporting Regularly
Provincial c i
Governments ompliances Statutory reviews & Regularly
i examination
State Bank of Capital Adequacy
Pakistan Cash & Liquidity reserve Meeting and Regular
. . . Regularly
iy requirements discussions
Regulators/ Securities &
Government Exchange Direct & Indirect tax
Commission of contributions
Pakistan
Pakist. tock pitals impacted: -
Eiclrfairg]es ¢ Capilals impacted Tax Returns Periodically
Financial | Intellectual |Social &
Credit Rating relationship
Agencies
Sponsorships Regularly
Financial Inclusion Press releases,
; Conference & media Regularly
Non Profit Sponsorship events -
Organizations P P campaigns
Support in social &
: Non-Government Environmental issues
Society Organizations
Press & Media Capitals impacted:
Public at large Human | Intellectual |Social & , } L
relationship | Natural Public relation activities Regularly
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Notice of 32nd Annual
General Meeting

Notice is hereby given that the Thirty Second Annual General Meeting of the Shareholders
of the Bank of Khyber will be held on Thursday, March 30, 2023 at 11:00 a.m. at the Bank of
Khyber, Head Office, BOK Tower, Peshawar to transact the following business:

Ordinary Business
1. To confirm the minutes of Thirty First Annual General Meeting held on March 29, 2022.

2. To receive, consider and adopt the Audited Accounts of the Bank for the year ended December 31, 2022, together
with the Directors’ and Auditors’ Reports thereon.

3. To appoint auditors for the year ending December 31, 2023 and fix their remuneration. Bank’s auditors Messrs. PwC
A.F. Ferguson & Co., Chartered Accountants, retired and being eligible, offer themselves for re-appointment.

Special Business

4. To grant approval for increase in fee to the non-executive Directors for attending the Board and Board Committees /
Special Committees meetings.

5. The Provincial Assembly of Khyber Pakhtunkhwa passed the Bank of Khyber (Amendment) Act, 2022 wherein the
following amendment have also been made:

(a.) In Section 4 sub-section (1) of the Bank of Khyber Act, 1991, for the words “the Bank of Khyber”, the words
“Bank of Khyber” shall be substituted.

The following resolution is required to be passed:
RESOLVED

“That in terms of Section 4(1) of the Bank of Khyber Act, 1991, for the words “the Bank of Khyber”, the words
“Bank of Khyber” are approved.

Other Business
6. Any other business with the permission of the Chair.

Statement of Material Facts under Section 134 (3) of the Companies Act, 2017 relating to said Special Business is given

hereunder.
By Order of the Board

Muhammad Ali
Peshawar: March 9, 2023 Company Secretary
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Notes

i.  Share Transfer Books of the
Bank will remain closed from
Thursday, March 23, 2023 to
Thursday, March 30, 2023 (both
days inclusive) to determine
the names of members entitled
to receive pay outs, if any, and
attend and vote in the meeting.

ii. Transfers received in order at the
office of our Share Registrar, M/s.
THK Associates (Pvt.) Limited,
located at Plot No. 32-C, Jami
Commercial Street 2, D.H.A.,
Phase-VlI, Karachi-75500 by the
close of business on Wednesday,
March 22, 2023 will be treated in
time for the said purpose.

iii. All members are entitled to
attend and vote at the meeting.

iv. A member entitled to attend and
vote at the meeting, is entitled
to appoint another member as a
proxy to attend, speak and vote
for him/her. The proxy appointed

vi.

vii.

should be a member of the Bank
of Khyber.

The instrument of proxy
applicable for the meeting is
being provided with the notice
sent to members. Further copies
of the instrument of proxy, if
required, may be obtained from
the Registered Office of the Bank
during normal office hours.

The instrument of proxy and

a Power of Attorney or other
authority (if any) under which it is
signed, or notarized copy of such
Power of Attorney must be valid
and deposited at the Registered
Office of the Bank not less than
48 hours before the time of the
meeting.

In case of Proxy for an individual
beneficial owner of CDC,
attested copies of beneficial
owner’s CNIC or passport,
Account and Participant’s I.D.
numbers must be deposited

viii.

iX.

Xi.

along with the Form of Proxy.

In case of Proxy for corporate
members, he/she should bring
the usual documents required for
such purpose.

In case of corporate entity, the
resolution of Board of Directors /
Power of Attorney with specimen
signature of the nominee shall be
produced along with the proxy
form at the time of attending the
meeting.

The proxy shall produce his / her
original CNIC or passport at the
time of the meeting.

Members are requested to
immediately communicate
changes in their registered
addresses, if any, to the Bank’s
Shares Registrar before start of
the book closure period.

Form of Proxy, if required, should
be signed on Rs.5/- Revenue
Stamp.




Notice of 32nd Annual
General Meeting

For Shareholders’
Attention

Transmission of Annual Report 2022

In accordance with the Shareholders’
approval accorded in 29th Annual
General Meeting held on March 27,
2020, USBs have been dispatched
to shareholders at their registered
addresses available with the Shares
Registrar. However, the Bank would
provide hard copies of the Annual
Report to the shareholders on

their demand at their registered
addresses, free of cost, within one
week of such request.

Payment of Cash Dividend
Electronically (e-Dividend) /
Dividend Mandate

As per Companies Act, 2017

and Companies (Distribution of
Dividends) Regulation 2017, any
dividend payable in cash by a

listed company shall ONLY be paid
through electronic mode directly

into the bank account of the entitled
shareholder(s) which must be in
their own name. In this regard, the
Bank had already sent letters & Bank
Mandate Forms to the shareholders
and issued various notices through
publication in newspapers requesting
the shareholders to comply with

the requirement of providing Bank
Mandate urgently.

Under the provisions of the said
laws, the Bank is required to withhold
cash dividend payment of those
shareholders whose dividend
mandate information and/or CNIC
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detail is not available at the time of
payment of cash dividend.

All the shareholders are hereby

once again requested to provide

the Bank Mandate details including
International Bank Account Number
(IBAN) immediately along with a copy
of valid CNIC, if not provided earlier to
their respective Participants / Brokers
(if shares are held electronically)

or to the Share Registrar (if shares
are held in physical form) for credit

of cash dividends directly into their
designated bank accounts through
electronic modes.

In case of non-provision of Bank
Mandate & copy of valid CNIC, cash
dividend(s) will be withheld according
to SECP directives. For providing the
Bank Mandate details to CDC / Share
Registrar, the IBAN Form may be
downloaded from the Bank’s website
under Investor Relations.

Deduction of Withholding Tax

Please note that withholding tax will
be deducted on the basis of latest
“Active Taxpayers List” (ATL) available
at FBR website as per following rates:

1. Persons appearing in ATL: 15%
2. Persons not appearing in ATL: 30%

Further, in respect of joint
shareholders, tax will be deducted as
per their respective ratio / share (if any)
intimated by the shareholder to the
Bank’s Share Registrar, otherwise their
shareholding will be treated as equal.

Valid Tax Exemption Certificate is
required for claim of Exemption U/s
150 of the Income Tax Ordinance,
2001.

Unclaimed / Unpaid Dividends and
Share Certificates

Shareholders are once again
requested that who have not yet
received / collected their previous
dividends / physical shares to contact
our Share Registrar for the needful.

Deposit / Conversion of Physical
Shares into Book Entry Form

As per Section 72 of the Companies
Act, 2017, every existing company
shall be required to replace its
physical shares with book-entry form
in a manner as may be specified
and from the date notified by the
Commission, within a period not
exceeding four years from the
commencement of Companies Act
2017 i.e. May 31, 2017 according

to which the deadline was May 31,
2021.

The shareholders had been informed
about the requirement through notice
on the Pakistan Stock Exchange Ltd.
dated August 11, 2021 as well as
individual letters were dispatched

to the shareholders followed by
publication in English and Urdu
newspapers on August 20, 2021.
Further, the shareholders are kept
informed of the requirement through
notices of annual general meetings.

The shareholders having physical
shareholding may open CDC Sub-
account with any of the brokers or
Investor Account directly with CDC
to place their physical shares into
scrip less form. This will facilitate
them in many ways including safe
custody and sale of shares, any
time they want, as the trading of



physical shares is not permitted as
per existing regulations of the Stock
Exchange.

Video Conference Facility for
Attending General Meetings

If the Bank receives consent from
members holding in aggregate 10%
or more shareholding residing at a
geographical location, to participate
in the meeting through video
conference at least 07 days prior to
date of meeting, the Bank will arrange
video conference facility in that city
subject to availability of such facility

in that city.

To avail this facility a request to be
submitted on registered address of
the Bank 07 days before holding of
the Annual General Meeting.

Statement of Material Facts under
Section 134 (3) of the Companies
Act, 2017

This statement sets out the material
facts concerning the Special
Business at item No.4 and 5 of the
notice to be transacted at the Annual
General Meeting of the Bank to be
held on March 30, 2023.

ltem No. 4 — Increase in Directors’
Attendance Fee

In term of Section 170 of the
Companies Act, 2017 and as per
Para C-2 of Regulation G-1 of the
Prudential Regulations of the State
Bank of Pakistan, the bank may

pay a reasonable and appropriate
remuneration to the non-executive
directors and Chairman for attending
the Board and/or Committee
meetings. The scale of remuneration

to be paid to the non-executive
Directors and Chairman for attending
the Board and / or Committee
meetings shall be approved by the
shareholders on a pre or post facto
basis in the Annual General Meeting
(AGM).

Previously, on the recommendation of
the Board, the shareholders in 25th
AGM held on April 5, 2016 and 27th
AGM held on March 29, 2018 had
approved increase in Directors’ fee
for attending Board and Committee/
Special Committee meetings to
Rs.50,000/- (net of taxes).

Since workload of Directors has

been increased manifold after
introduction of the Code of Corporate
Governance and other regulatory
frameworks which require their time
and efforts. Therefore, the Board was
of the opinion that the non-executive
Directors and Chairman need to be
compensated accordingly.

After due consideration, the Board
of Directors in its 174th meeting held
on October 26, 2022 recommended
increase in Directors’ fee for
attending Board/Board Committee/
Board Special Committee’s

meeting to Rs.100,000/- (net of
taxes) to be paid to non-executive
Directors, Independent Directors
and Chairman on per meeting basis.
of in Fee structure by keeping into
consideration other banks including
peer banks. After increase in fee, the
Bank of Khyber still remained the
lowest in Directors’ attendance fee.

In terms of Para C-2 of Regulation
G-1 of the Prudential Regulations of
the State Bank of Pakistan, Post-

facto approval of the shareholders
of the Bank is sought for the above
mentioned increase in fee.

The following resolution is therefore,
being proposed to be passed

as an Ordinary Resolution by the
shareholders:

“RESOLVED that Directors’
fee for attending meetings of
Board / Board Committees
/ Board Special Committees
shall be Rs.100,000/- (net
of taxes) and shall be paid
to non-executive Directors,
independent directors

and chairman on actual
attendance on per meeting
basis.”

Item No. 5 — Change of Name as per
Bank of Khyber (Amendment) Act,
2022

The Provincial Assembly of Khyber
Pakhtunkhwa passed the Bank

of Khyber (Amendment) Act,

2022 wherein different changes/
amendments/substitutions have been
approved. The following resolution

is therefore, being presented for
information and approval of the
shareholders of the Bank:

“That in terms of Section
4(1) of the Bank of Khyber
(Amendment) Act, 2022,

for the words “the Bank of
Khyber’, the words “Bank of
Khyber” are approved.
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Steps to Encourage Minority
Shareholders Participation

The Bank ensures equitable treatment of all shareholders including minority shareholders to attend, contribute and vote
at the General Meetings. The Bank takes following measures to ensure maximum participation of minority shareholders in
Annual General Meeting and in election of Board of Directors;

* Notice of General Meetings is sent to every member of the Bank at least 21 days before the meeting. The notice is
also published in newspapers (both English & Urdu) having nationwide circulation.

e The Bank timely updates its website with respect to all notices of general meetings.

e Annual Report of the Bank is sent to each member of the Bank 21 days before Annual General Meeting (AGM).

*  Allmembers are entitled to appoint proxy to attend, speak and vote at the meeting on his/her behalf.

*  Members can attend and participate in the AGM through video-link.

* The shareholders are encouraged to raise queries and give suggestions relating to the Bank’s operations.

Investors' Grievance Handling

Investors complaints and grievances are duly addressed, and appropriate solution is provided on a timely basis. The
Bank has designated its Shares Department within the Company Secretariat Office to handle such matters effectively
and efficiently in consultation with the share registrar. Investors can lodge complaints by contacting the shares registrar,
or write a letter or send an email to the Shares Department of the Bank. A designated e-mail address, (complaints@bok.
com.pk) has been created for this purpose and duly communicated through annual report and Bank'’s website.

Furthermore, in compliance with the regulatory requirements, the Bank has duly disclosed the link (https://sdms.secp.gov.
pk/) to SECP’s Service Desk Managements System on its website; which provides the investors with an additional mode
for lodging their unresolved grievances and complaints in line with the Bank’s core values.

Business at Last AGM

The 31st Annual General Meeting of the Bank of Khyber was held on March 29, 2022 at 11:00 a.m. at Pearl Continental
Hotel, Peshawar wherein the following resolutions were approved unanimously:

Ordinary Business:
1. The minutes of the Extra Ordinary General Meeting are approved.

2. The audited accounts of the Bank of Khyber for the year ended December 31, 2021 together with the Directors’ and
Auditors’ Reports thereon are approved.

3. M/s. PwC A.F Ferguson & Co., Chartered Accountants are appointed as External Auditors of the bank of Khyber for
the year ending December 31, 2022.

Special Business:
4. Issuance of Bonus Shares for the year 2021 in proportion of 5 ordinary shares for every 100 ordinary shares i.e. 5% to
the shareholders of the Bank is approved.

5. Board of Directors Travel, Accommodation and Remuneration policy, 2019 is approved.
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Financial Calendar

Recommendation of Annual Results 2021 by the Board of Directors March 04, 2022
31st Annual General Meeting held for approval of Annual Results 2021 March 29, 2022
1st Quarter Results Issued April 27, 2022
2nd Quarter Results Issued August 26, 2022
3rd Quarter Results Issued October 26, 2022
Recommendation of Annual Results 2022 by the Board of Directors March 07, 2023
32nd Annual General Meeting scheduled for approval of Annual Results 2022 March 30, 2023

Summary of the Analyst/
Corporate Briefings

Analyst / Corporate briefings provide an interactive forum for engaging with the Bank's stakeholders to apprise them about:

Brief about the Bank;
Financial Highlights/ Review;
Operational Goals & Achievements;

Future outlook.

Corporate Briefing Session is generally conducted, following the announcements of annual, quarterly and half-yearly
financial results, once a year to enlighten the shareholders and analysts with the Bank'’s strategic, operational and
financial developments.

The website is updated regularly to provide detailed and latest Bank information including but not limited to financial
highlights, investor information, dividend and other requisite information under the regulatory framework.

Related information and presentations are available at the following Bank’s website link:
https://www.bok.com.pk/investor-relations
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Management
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Risk Management
Framework

The Bank emphasizes to maintain high risk management standards for ensuring that the risks being faced by the Bank
are properly identified, assessed and appropriate mitigation tools are adopted keeping in view their nature and intensity.
A robust governance structure exists at the board and management levels and comprehensive policies covering different
risk areas including Credit, Market, Liquidity, Operational, Environmental and Country Risks have been approved by the
Board which provide guidance to the to the management in the conduct of business.

The Board has formed a specialized Board’s Risk Management Committee (“BRMC”) to oversee the risk management
activities. The BRMC holds frequent meetings as per the given mandate and thoroughly reviews primary risks including
Credit, Market, Liquidity and Operational risks. In addition, the BRMC also takes stock of other material items such as
interest rate environment, and affords guidance in the management of risk assets portfolio vis-a-vis capital. At the senior
management level, the Bank has dedicated committees which include, inter-alia, the Management Risk Committee
(“MRC"), Head Office Credit Committees (“HOCC”) and Assets Liability Committee ("ALCO”). These committees

discharge their responsibilities in accordance with their respective terms of reference and are duly supported by the
relevant functions.

. First Line

- Business & Operations: Involved
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, — inday to day risk management
@ activities, governed by respective

the respective policies and
procedures

- s B
/ 777777777777777 oy o= Second Line
° - Compliance, Audit and Risk

- Management: Oversee and guide
managers identify, assess, manage,
monitor and report risks.

Third Line

Board Committees: Review First
and Second line of Defense,
provide an independent
perspective and highlight any
shortcomings.

Risk Management structure of the Bank has been founded in line with regulatory requirements and in line with banking

practices. The structure fundamentally ensures to avoid conflict of interest amongst different functions and fosters better
control environment.

Assess Risk Review Controls

The risk is then further Following up on both the risks
evaluated after determining the and the overall plan to

risk’s overall likelihood of continuously monitor and track

occurrence combined with its new and existing risk controls.
overall consequence.

Identify Risk

The Bank identifies and defines
potential risks that may negatively
influence a specific company
process or project.

Control Risk

During this step companies
assess their highest-ranked
risks and develop a plan to
alleviate them using specific risk
controls.
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PESTLE

Assessment of the principal risks facing the Bank

The Management has carried out an assessment of both internal and external risks facing the organization. The Bank has
identified the following external and internal factors and the risks that emanate from these factors:

Factors

Economic

Source

External

Risks

Market Risk: The risk of loss arising from potential adverse changes in the
value of the Bank'’s assets and liabilities from fluctuation in market variables
including, but not limited to, interest rates, foreign exchange, equity prices,
commodity Prices, credit spreads implied volatilities and asset correlations.

Internal /
External

Credit Risk: The risk of counterparty regarding not timely fulfilling the financial
obligations as assured due to any impaired condition of business/industry or
either willfully.

Internal /
External

Liquidity Risk: The risk that the Bank is unable to meet its contractual or
contingent obligations or that it does not have the appropriate amount, tenor
and composition of funding and liquidity to support its assets.

Technology/
Systems

Internal /
External

Technology/ Information Security Risk: Any potential technology failures such
as unavailability of the system, cyber threats that undermines confidentiality,
integrity and availability of the information systems due to malicious attacks
and data breaches that negatively impact BOK’s business operations.

Operational Risk: The risk of loss to the Bank from failed or inadequate
processes, systems, people or due to internal/external events (e.g., fraud,
natural disaster etc.). It includes legal risk and excludes strategic and
reputational risk.

Political

External

Country Risk: Country risk broadly refers to the possibility economic and
political conditions, or an event in a foreign country, could adversely

affect institution’s exposure in that country. Since the Bank is engaged in
transactions leading to cross border exposure, it is exposed to country risk in
addition to the customary credit risk.

Social

Internal /
External

Reputational Risk: The risk that an action, transaction, investment or event will
reduce trust in the Bank’s integrity and competence by clients, counterparties,
investors, regulators, employees or the public.

Environmental

Internal /
External

Environmental Risk: Actual or potential threats of adverse effects on the
environment and living organism by effluents, emissions, wastes, chemical
releases, resource depletion, etc., arising out of the Bank or its clients’
operational activities.
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Risk and
Opportunity Report

Risk and opportunities and the related mitigating factors are summarized below:

Risks

Risk Type

Market

Source of Risk

Risk associated with
fluctuations in interest rates,
foreign currency rates,
credit spreads, equity prices
and commodity prices.

Probability
of Risk

Occurrence

High

Strategy

Oversight is kept through guidance of Board of
Directors and its sub-committee “Board Risk
Management Committee” as well as through
management committee Asset & Liability
Committee (ALCO). Comprehensive structure
is in place aimed at ensuring that Bank does
not exceed its qualitative and quantitative
tolerance for market risk. Balanced approach
towards risk taking in the market risk area
while keeping exposures within the defined

risk acceptance criteria. Tools like at VAR
methodologies, sensitivity measures, intraday
exposure limits, notional limits and Managment
Action Triggers (MAT) are monitored at a
detailed portfolio level. Periodic repricing gap
analysis to reprofile the earning asset mix in
accordance with interest rate expectations

Impact Type

Financial Capital

Capital Adequacy

Internal / External.

Medium

SBP guidelines vis-a-vis Bank's internal
procedures are meticulously complied while
measuring/calculating CAR for ensuring
authenticity and accuracy of the ratio.

On-going review and monitoring of the
regulatory ratios are performed through
proper analysis of risk weighted assets.
Material changes in underlying factors leading
to increase/(decrease) in the ratio along

with comparison of current ratio with that of
previous period is also performed to ensure
that the ratio stands well above the minimum
threshold prescribed by the regulator.

Strong capital base and CAR of well

above the minimum regulatory threshold
provides an inbuilt and inherent comfort/
flexibility to the management to book fresh
exposures. Normally, strength of CAR enables
management at achieving a targeted bottom
line profitability while maintaining a balance
between risk & reward trade-off.

Financial Capital
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Risk Type

Credit

Source of Risk

Internal/External.

Probability
of Risk
Occurrence

Medium to Low

Strategy

One of the major risks faced by commercial
banks is credit risk. Credit risk is measured
through a well-defined policy approved by the
Board of Directors (BoD). The Bank carries

a three lines of defense structure (Strategic,
Macro & Micro levels) so that culture of credit
risk management is well inculcated uniformly
within the organization including credit
processing and approving hierarchies.

Monitoring of credit risk is performed at both
transactional and portfolio levels. Bank has

set various concentration limits/thresholds
which are actively monitored and reported

to BRMC/Management so that risk remains
within the borders defined by the Board. Active
monitoring of the portfolio enables the Bank
for taking corrective measures/steps to avoid
pilling/scaling-up of issues which may expose
the Bank to easily avoidable credit losses.

Management of credit risk is carried out at
various credit approving levels delegated
specific approving powers by the Board. Bank
has kept a clear and distinct differentiation
between risk takers and approvers. Credit
proposals duly recommended by the
concerned business units are presented to
the concerned credit committees/individuals
which are approved/declined based on proper
assessment/rational.

Impact Type

Financial Capital

Liquidity

Risks emanating from
nature of the Banking
business.

From the macro factors
exogenous to the Bank
as well as from internal
financing and operational
policies.

Medium

Oversight kept through Board of Directors and
its sub- committee “Board Risk Management
Committee” as well as through management
committee - “Asset and Liability Committee
(ALCO). ALCO oversees the activities of
treasury, which operates in terms of an
approved Liquidity risk policy. Well-defined
Contingency Funding Plan (CFP) triggers and
limits, exposures against which are regularly
monitored by ALCO.

Detailed CFP is in place, which highlights

the strategy and critical tools for effective
monitoring, escalation, planning, and
execution of recovery actions in the event of a
liquidity crisis.

Periodic maturity gap analysis is performed
to keep asset and liability mismatch within
acceptable limits. Maintenance of appropriate
marketable securities portfolio that can be
realized in the event of liquidity stress.

Financial Capital
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Risk and
Opportunity Report

Risk Type

Operational

Source of Risk

Inadequate or failed
processes, systems, human
factor or any external event.

Probability
of Risk
Occurrence

Medium

Strategy

A system for reporting and collecting data
related to losses, control breaches, near
misses & KRils is in place.

Operational risk assessment is done by using
the Risk & Control Self-Assessment (RCSA)
process.

Quarterly updates on operational risk events
are presented to senior management, and the
BRMC.

A culture of active risk management is
promoted in the Bank. An Operational Risk
awareness program is in place under which
branches, and Head office staff are trained to
detect and report any significant operational
risk events.

A BoD approved operational risk policy is in
place.

Products and processes are reviewed for
emerging operational risks.

Impact Type

Financial Capital

Technology and
Information Risk

Technology Failure due to
Force Majeure and Cyber
Threats.

Medium

IS/IT oversight is performed through Board IT
Committee and IT Steering Committee.

IS Awareness is provided to employees
through various channels regarding existing
and emerging threats.

IS/IT Audits are conducted externally as well

as internally. VA/PT & Risk Assessments

are conducted annually and as and when
required.

24x7 SOC is in place that utilizes SIEM solution
for monitoring, detecting, analyzing and
responding to cyber threats.

There is a continuously improving IT security
posture through investment in enterprise
security controls solutions.

Financial ,
Reputational,
Regulatory Capital

Country Risk

Risk arise from three

main sources Transfer /
Convertibility risk, Sovereign
risk and Contagion risk.

Medium

Measurement: Bank'’s Country Risk exposure
is assessed against Bank's cross border trade
and treasury activities.

Monitoring of risk exposure is a regular activity.
Country exposure limits both for trade and
treasury exposures are in place, which broadly
capture direct exposure on sovereigns and
foreign domiciled counterparties.

Financial,
Intellectual Capital
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Probability

Risk Type Source of Risk of Risk Strategy Impact Type
Occurrence
Regulatory Risk Risk arising from changes in | Medium The Bank reviews key regulatory developments | Financial Capital
Legislative and Regulatory in Management Committee meetings to
requirements. predict and assess the impact any regulatory
change.
The Bank continues to monitor its
implementation of regulatory requirements and
continues to maintain a supportive relationship
with the regulators
Reputational Risk | Risk arising from any action | Low Oversight kept through Board of Directors’ Social and
or inaction perceived by sub committees “Board Risk Management Relational Capital
any stakeholders to be Committee”
inappropriate, unethical or Formal customer grievance policy, including
inconsistent with the Bank's policy and procedures on receiving customer
values and beliefs. complaints and resolution mechanism.
Timely and efficient communications among
all stakeholders.
Environmental Climate Change. Low The Bank has adopted integrated sustainable Financial & Social

and Social Risk

Noncompliance of
Environmental Regulations.

Effluents, emissions,
wastes.

finance approach in its lending activities.

In this regard, Green Banking Policy and
Environmental Risk Management System
(ERMS) have been put in place. This
framework is an integral part of the credit
approval process, and all relevant credit
proposals require review of the Environmental
Risk department prior to approval by the
competent authority.

Capital

Opportunities

External

SME and consumer sector market opportunities will be explored.
Focus will be on program-based lending for lower infection.

Internal

The Bank will maintain the advances with optimal ADR while surplus
funds will be deployed through treasury function.

The Bank will aim for diversification in assets and liability portfolio.
Good quality private sector advances and low cost deposits will be
targeted with a focus on improvement in overall CASA ratio and low

infection ratio.

Digital banking platform will be utilized to minimize Bank’s operating
cost and reduce the turnaround time with customer convenience.

To tap women population through new deposit products and various
financing opportunities.

The existing and new customers with potential for providing fee-

based income for the Bank will be targeted.

The Bank will take maximum benefit from the growth potential
available in the conventional and Islamic banking industry.

The Bank will focus on Increasing the trade and

remittance business.
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Capital and
Liquidity Management

Capital structure of the Bank is mainly comprised of Common Equity Tier | (CET ), a clear manifestation of strength,
stability, and resilience of equity side of the balance sheet. The Bank always strives and adhere to achieving various
regulatory ratios especially Capital Adequacy Ratio (CAR), Leverage, Net Stable Funding and Liquidity Coverage Ratios
well above their minimum threshold.

The Bank comfortably meets Minimum Capital Requirements (MCR) of SBP requiring Banks/DFls to hold at least PKR 10B
of Paid-Up Capital. CAR of the Bank stands at around 14.88% against minimum requirements of 11.50% maintaining a
strong position well above the minimum required threshold.

Strength of Bank’s capital structure can also be gauged from the fact that it is maintaining CET | ratio of 14.80% against
minimum required level of 6% as of December 31, 2022. This provides an ample cushion with the Bank to further grow its
balance sheet while remaining well above the minimum standards defined by the regulator. Leverage Ratio (LR), another
regulatory standard which links total funded & non-funded exposure, is 4.02% against minimum benchmark of 3% leaving
sufficient cushion for further growth on & off balance sheet exposures.

The Asset Liability Management Committee of the Bank has the responsibility for formulation of overall strategy and
oversight of the Asset Liability Management (ALM) function. BOD has approved a comprehensive Liquidity Risk Policy
which stipulates policies regarding maintenance of various ratios, funding preferences and evaluation of Banks’ liquidity
under normal and stress scenarios. The underlying policies and procedures are reviewed and approved at the senior
management and BOD levels covering Stress Test scenarios and Liquidity Strategy including Contingency Funding
Plan. In addition, ALCO & BRMC are briefed about various Liquidity Risk standards like Liquidity Coverage Ratio and its
monitoring tools on periodic basis. Bank performs regular liquidity stress tests as part of its liquidity monitoring activities.
The results are regularly reviewed by ALCO for responding appropriately.

Bank’s comprehensive liquidity management framework assists it to closely watch the liquidity position through monitoring
of early warning indicators and stress testing in order to ensure effective and timely decision making.

The liquidity risk management approach at the Bank involves intra-day liquidity management, managing funding sources
and evaluation of structural imbalances in the statement of financial position. The Bank’s customer deposits base, along
with a strong capital base provides strength and support for maintenance of a strong liquidity position. The Bank also has
a substantial portfolio of marketable securities that can be realized in the event of liquidity stress. Further, in line with SBP’s
directives, the Bank has fully implemented BASEL Ill required liquidity standards and maintains liquidity ratios. The Bank'’s
Reported Liquidity Coverage Ratio (LCR) is 146.17% (as of December 31, 2022) and Net Stable Funding Ratio (NSFR) of
149.83% (as of December 31, 2022) against a requirement of 100%.
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Our Governance Philosophy

Governance Structure

BOK is governed by a Board of Directors which as per the Act has the following composition:
* Additional Chief Secretary (Chairman)

e Secretary Finance (Director)

* Managing Director and two nominee Directors appointed by the KP Government

* Three Directors elected by the Private Sector shareholders

*  One Director, to be nominated by the Institutional investor. Provided that the KP Government can nominate an independent
director until such director is nominated by the institutional investor (Bank of Khyber (Amendment) Act, 2022)

Board Composition

Category Name Appointment by virtue of
Non-Executive Director Shahab Ali Shah (Chairman) KP Government (Additional Chief Secretary)
Ikramullah Khan KP Government (Secretary Finance)
Independent Director Syed Asad Ali Shah Private Sector Shareholders
Mir Javed Hashmat Private Sector Shareholders
Tahir Jawaid Private Sector Shareholders
Executive Director Muhammad Ali Gulfaraz (MD/ CEO) KP Government

Casual vacancies on the Board of Directors

Ms. Saleha Asif, a Nominee Director of KP Government, tendered her resignation, which was accepted on December 21,
2022. Subsequent to the year-end, her casual vacancy was filled by Dr. Aliya Hashmi Khan as a Nominee Director of KP
Government.

Mr. Rashid Ali Khan, a Nominee Director of KP Government, on completing the maximum term allowed under the
Regulations, left the Board on March 7, 2022. Subsequent to the year-end, his casual vacancy was filled by Mr. Abid Sattar
as a Nominee Director of KP Government.

Gender Diversity in
Profile of each Director including engagement in other the Board Of DI reCtorS

entities is presented in detail under Organizational
Overview Section of this report.

N 12%
The Board of Directors has formed five committees of
the Board to assist the Board in discharging its fiduciary
responsibilities. The details of committees of the Board

including the members and terms of references are
disclosed in the following Board Committees section.

l: _|_)I 88%

THE BANK
92 OFKHYBER



Functioning of
the Board of
Directors

The Bank duly recognizes that an
effective Board is a key to good
corporate governance. The Board
of Directors of the Bank exercises
its powers and carry out its fiduciary
duties in compliance with the
regulatory requirements and Articles
of Association of the Bank, with a
sense of objective judgment and
independence in the best interest

of the Bank and its stakeholders.
The Board takes decisions for good
governance, financial performance
and sustainability of the Bank.

The Board has a major role in
ensuring appropriate corporate
governance and oversight of the
Bank, its assets, and activities. The
Board ensures necessary oversight
to strengthen Bank’s corporate
governance practices, control for
financial reporting, internal control
system, risk-management systems,
and the internal and external audit
functions.

In pursuing its key purpose, the
Board is meeting the responsibilities
and challenges to:

* Ensure the Bank'’s prosperity.

e Collectively direct the Bank’s
affairs.

e Monitor and control executive
management through a
framework of prudent and
effective controls.

e Ensure the Board’s moral and
ethical commitment in various
aspects.

The Board has the ultimate decision-
making authority and is responsible
for:

e Vision and Mission statement
*  Giving Policy directions
* Strategy & Business Plan

e Standing accountable to
shareholders

*  Appointment of key executives —
based on FPT criteria

e Defining powers and
responsibilities of senior
management

e Determine and pay dividends
* Issue additional shares

*  Ensuring disclosure to promote
transparency and market
discipline

As part of the overall stewardship
responsibility, the Board and its
Committees do not take part in the
Bank's day-to-day affairs which is
mandate of the Management.

Roles &
Responsibilities
of the Chairman
of the Board of
Directors

The Chairman’s responsibilities in
brief are:

* To steer, regulate and give policy
direction to the Bank through the
Board of Directors

e To set the agenda of Board
meetings and decide venue and
schedule of the meetings.

e To chair meetings of the
Board and have the minutes
appropriately recorded.

e To ensure that responsibilities
of the Board under different
regulations are complied with.

e To ensure that interests of the
Shareholders are protected and
the Bank creates value for the
Shareholders.

e To ensure that the Board
focuses on the policy matters
while the Managing Director
as Chief Executive Officer is
given responsibility for smooth
operations of the Bank.
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Roles &
Responsibilities
of the Chief
Executive Officer/

Managing Director

The Managing Director / CEO's key
role is to assume the lead in putting
the long-term strategy into operation.
Brief responsibilities of the Managing
Director are to:

e Execute strategic operating
plans that reflect the long
term objectives and priorities
established by the Board

e Coordinate with the Chairman of
the Board in matters pertaining to
Board agenda items

e Putin place adequate
operational planning and
financial control systems

e Closely monitor the operating
and financial results against
plans and budgets

e Beresponsible for the Bank’s
operational performance

Governance
Practices
Exceeding Legal

Requirements

The Bank adheres to the applicable
laws, rules & regulations and always
makes its best efforts to provide
information and disclosures beyond
the minimum regulatory requirements.
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The Management takes various steps

to avoid any sort of non-compliance
and takes it as a reputational risk
for the Bank. The Management also
regularly updates the Board with the
latest development in the regulatory
environment and maintains stringent
control over regulatory compliance
through designated resources.

Following are some of the voluntary
practices of the Bank which exceed
the minimum legal requirements:

e The Bank has only one Executive
Director (MD/ CEO) though two
executive directors are permitted
by SBP and three (one third of
the Board as executive directors)
under the Listed Companies
(Code of Corporate Governance)
Regulations, 2019;

e Making disclosures in line with
the best reporting practices as
prescribed by ICAP/ICMA with a
view of making more transparent
disclosures; and

¢ The Bank reports certain
additional information in the
Annual Report for various
stakeholders.

Significant
Board Policies/
Statements

There are no foreign Directors on the
Board of the Bank.

All the board meetings during the
year were held in Pakistan.

The Related Party Policy is intended
to ensure that every Related Party
Transaction is conducted in a manner
that will protect the Bank from

conflict of interest which may arise
between the Bank and its Related
Parties and ensure proper review,
approval, ratification and disclosure
of transactions between the Bank and
any of its Related Party as required in
compliance with legal and regulatory
requirements.

As defined in the relevant laws and

regulations, related Parties of the

Bank are:

a. A person or a close member of
that person’s family is related to
the Bank if that person:

i. has control or joint control of
the Bank;

ii. has significant influence over
the Bank; or

iii. is amember of the Key
Management Personnel of
the Bank.

b. An entity is related to the Bank if:

i.  The entity and the Bank are
members of same group;

i. One entity is an associate
or joint venture of the other
entity;



ii. Both entities are joint
ventures of the same third
entity;

iv. One entity is a joint venture
of a third entity and the other
entity is an associate of the
third entity;

v. The entity is a post-
employment benefit plan for
the benefit of employees of
either the Bank or an entity
related to the Bank;

vi. The entity is controlled or
jointly controlled by a person
identified in (a).

vii. A person identified in (a(i))
has significant influence over
the entity or is a member
of the Key Management
personnel of the entity.

viii. The entity, or any member
of a group which it is a part,
provides Key Management
Personnel services to the
Bank.

The essence of this Policy is that

all the transactions executed with
related parties defined above are at
arm’s length, which means on the
same terms and conditions as that
extended to clients in general and
shall not grant any special favors or
terms.

The Bank has made detailed
disclosures about related party
transactions in its financial
statements annexed with this annual
report under the applicable reporting
requirements.

The Bank ensures safety of its
records and retention of the same

in line with the applicable laws and
regulations. For certain very old
records/ documents/ registers, which
lose their validity and utility with the
passage of time, are transferred

to old record unit for storage or
destruction as per the approved “Old
Record Policy” of the Bank. Salient
Features of the policy are as follows:

* Al branches/ concerned offices
are required to transfer their
old record to the “Old Record
Unit: located at Head Office,
Peshawar through “Old record
Transfer Advice” mentioning
related details i.e. Transfer unit
code, brief destruction, period
of preservation, due date of its
destruction etc.

e The custodian on receiving the
record would check and update
the information in the “Old
Record Register” and thereafter
keep in shelves earmarked for
each branch/ office.

* Records, which require
permanent retention, would be
transferred to a secured and
safe corner of the record unit
with an appropriate entry in
securities ledger related to bank
documents.

e Any old record borrowed from
the “Old Record Unit” would be
only released against an “Old
Record Requisition Slip”

e QOld records will be destroyed
at regular intervals and the
“Old Record Unit” is required
to prepare a list of destroyable
records at least 15 days in
advance. After destroying, either
by burning or by shredding, the
“Old Record Register” is also
updated accordingly.

The policy has been developed with
a view to encourage the employees
of the Bank to voice their concerns
about suspected fraudulent activities
and malpractices that may have

an adverse impact on the business
or goodwill of the Bank or in some
cases, even on the society at large.

According to the policy a formal
whistle blowing function is
established under direct supervision
of Audit Committee of the Board for
attending the concerns/ information
raised by the employees of the Bank
(Whistle Blowers). A concern might
not only be of a financial nature but it
could also be illegal conduct posing
a danger to the repute of the Bank.

Protection against victimization

The management of the Bank is
committed to its Whistle Blowing
Policy and all information / concerns
provided / raised by a whistle blower
will be dealt with in confidence and
the identification of the whistle blower
will be kept secret, except the BoD
and Audit Committee of the Board

If an employee raises a concern
under this policy he / she will not
be at risk of losing his / her job or
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suffering any form of retribution,
provided he / she is acting in good
faith.

For obvious and practical reasons,

a concern raised anonymously is
difficult to investigate, as such, this
policy concentrates on what happens
when the person citing a concern
comes forward. However, concerns
expressed anonymously will be
considered only at the discretion of
the management.

Incentive

On the recommendation of the

BAC, The Whistle blower may be
suitably awarded according to the
significance of the information he/she
has provided and impact of losses
averted as a result.

Reporting Procedure

* The employees, who have
information about suspected
fraudulent activities or
malpractices, should
communicate such information
on a dedicated email address of
the Group Head Compliance.

e All such mails should be marked
“confidential” on the outer
envelope and “whistle blowing”
on the inside envelope for
maximum confidentiality.

e Group Head Compliance
will forward the case to Audit
Committee of the Board with
ensured confidentiality. Audit
Committee after inquiring into the
matter will send back its findings
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and recommendations to Group
Head Compliance for onward
submission to Human Resource
Development Group (HRDG).

In light of the Audit Report an
appropriate Disciplinary Action
will be taken by HRDG, upon
approval of the Managing
Director.

* In case the Whistle Blower is
working in Compliance, the
report shall be made to Group
Head HRD, who will then forward
it to Audit Committee with
ensured confidentiality. In light of
the Audit Report an appropriate
Disciplinary Action will be taken
by HRDG, upon approval of the
Managing Director.

Number of instances reported to
Board Audit Committee (BAC)

Number of Whistle Blowing reported
to BAC in year 2022: One (01).

Investments in Information
Technology are significant and
increasingly critical to the success of
any organization. BOK is continuously
improving its technological
frameworks. With a goal to align

our business processes into a state
of the art technological platform,
BOK successfully completed the
implementation of T24 Core banking
software in the year 2021,

In order to ensure an exceptional
customer experience, regular staff
trainings are conducted by the
Management for core users and new
recruiters on the proper usage of
Bank'’s systems and associated risk
controls/ access prevention policies.
A centralized helpdesk is accessible
to employees for instant resolution of
user complaints.

The Bank has in place a dedicated
team that monitors IT operation

to highlight necessary changes

to be prioritized the development,
alongside any major software
upgrades to be provided by service
providers. The Bank’s IT Budget aims
to invest in new IT solutions is aligned
with the overall strategy of the Bank.

The Bank has well defined system for
upgradation/ modifications as well as
new system requirements and has

in place the procedure for access
controls in order to mitigate various
data related risk for various projects
and activities. Banks Assessment

of system Security, access to
Sensitive Data and segregation of
duties is discussed in detail in the IT
Governance & Cybersecurity section
of this annual report.

Anti-Discrimination and Equal
Opportunity

The Bank of Khyber is an equal
opportunity employer/organization.
Human resource Development



Group (HRDG) ensures that all
employees (including permanent /
contractual/outsourced/third party),
directors, contractors, agents and/
or any other person representing
or acting on behalf of the Bank of
Khyber, are treated equally and
shall not be discriminated based
on his age, gender, marital status,
disability, religion, color, language,
race and ethnic origin. Further, the
Bank also seeks to ensure a diverse
pool of employees and candidates,
and encourages women, disabled
persons and minorities to apply

for the positions for which they are
eligible.

Succession Planning Policy

It is the Bank’s approved policy to
ensure that, for each key and critical
position, there is a documented
succession plan to cover the
eventuality of the individual that holds
position no longer being employed by
the Bank. The Bank identifies key and
critical positions for the succession
planning to meet the future human
capital requirements. The critical

and key employees are analyzed to
identify retirements due in at least
five (5) years. An annual review of

the Succession Plan is conducted

as part of Employee’s Development
Program for identification and/or
replacing the potential candidates
(successors) for the critical and

key positions. Succession planning

is also supported by the key HR
initiatives including employee
development through job rotations,
job enlargement/enrichment and

specialized training & development
programs. Line Managers identify
the responsibilities, skills and
competencies that will be needed by
their replacements.

Health & Safety

The Bank seeks to maintain a work
environment in which physical

and environmental conditions are
such that work-related accidents or
illnesses are minimized by complying
with the applicable Health & Safety
laws and regulations. The Bank
promotes safety at work through risk
analysis, institution of precautionary
measures, and expedited medical
care facilities.

Key areas covered under the policy

are:

e Fire Safety

e First Aid Kits

* Emergency Treatment
Cleanliness

e Non-Smoking and Chewing Betel
Leaves at the Office Premises

e  Prohibition of certain items at the
Office Premises

e Periodic Health and Safety
Trainings/Awareness Sessions

* Reporting of Work-Related
Injuries/llinesses

e Adherence of Code of Conduct &
Ethics

e Availability of Guidance / Support
by Senior Management and
HRDG

e Complaint Mechanism against
Non-Compliance
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Board Committees & TORs

Board Audit Committee

Committee shall have at least
three members comprising

of non-executive directors

and at least one independent
director. At least one member
of the committee should be a
“financially literate” person. The
chairman of the committee shall
be an independent director. The
chairman of the committee shall
not be the chairman of the BOD.

Terms of Reference

Primary responsibility of the Board Audit Committee is to facilitate BOD in
establishing an unambiguous and observable ‘tone at the top’ for strong and
effective system of internal controls based on and supported by strong ethical
practices, culture, comprehensive policies, procedures, processes and technological
systems. The Committee recommends the appointment of external auditors, their
removal, audit fees, the provision of any other services. The Committee is inter-

alia responsible for the review of annual and interim financial statements, review of
management letter issued by the external auditors, review of the Bank'’s statement
on Internal Controls, ascertaining the effectiveness of the Internal Control System
including financial and operational controls. The Committee is also responsible

to periodically review the scope and extent of internal audit, audit plan, reporting
framework and procedures and ensuring that the internal audit function has
adequate resources and is appropriately placed within the Bank. The other function
of the Committee includes review effectiveness of whistle blowing procedure,
consideration of major findings of internal investigations and report to BoD on any
Significant matters identified by the Internal Audit Function/ external auditors or as
assigned by the BOD.

Board Human Resource & Remuneration Committee

Committee shall consist of three
members. However, Managing
Director shall be called by
invitation.

Terms of Reference

Human Resource & Remuneration Committee defines the organizational structure,
terms and conditions of service structure including the standard of ethics and
business practices to establish a standard of conduct for the employees. The
Committee recommend Human Resource Policy of the Bank which includes but is
not limited to policy on recruitment, pay & compensation, performance evaluation,
promotion, training & development and succession planning; Manpower Planning

& Budgeting; Key Executives appointment; and schemes for employee’s welfare,
motivation & retention. The Committee also reviews the Remuneration Policy at least
once in three years, in order to ensure its effectiveness. The Committee also monitors
the utilization of training and development budget and implementation of approved
training and development policy. In addition to the above, the Committee also
consider appeals against disciplinary actions where the committee is the appellate
authority as per Service Rules.
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Board Risk Management Committee

Committee shall have at least
three members.

Terms of Reference

The primary functions of Board Risk Management Committee include development
of a comprehensive risk management strategy and framework to effectively

manage credit, market, liquidity and operational risk; determining risk appetite; and
tolerance limits at the entity level. The Committee also review and key risk exposures,
concentrations, trends and quality in the Bank’s overall portfolio and communicate
the planned/ executed corrective actions to the respective stakeholders. The
Committee also monitors the resource allocation for the risk management to ensure
that they are adequate and appropriate to measure, monitor and manage all the
significant risks. It also oversees the Bank’s transition to IFRS-9.

Board IT Steering Committee

Committee shall consist of at
least three members including
the Managing Director.

Terms of Reference

Major functions and responsibilities of the IT Steering Committee are to review and
recommend IT Policies, Process and Framework to the BoD for approval and to
ensure that an effective IT Strategy, Digital Strategy and IT Governance Framework
is in place to support and enable bank corporate strategy and roadmap. The
Committee also reviews information security policies, associated risks, IT security
awareness programs, materiality thresholds for IT Risk and latest developments

in cyber-security and potential IS threats, attacks and their impacts on the Bank.
Besides the above, the Committee also prioritize and review progress of high impact
projects based on business requirements, changing regulatory practices and
organizational issues.

Board Compliance Committee

Committee shall have at least
three members comprising of
Independent directors.

Terms of Reference

Prime responsibility of the Compliance Committee is to promote and maintain a
high compliance culture and values of honesty and integrity in the Bank through
establishment of a robust Compliance Function and end-to-end Compliance
Program that promotes and supports effective compliance risk management across
the Bank. The Committee also approves and monitors the compliance risk strategy
and the effectiveness of Bank’s overall management of compliance risk, keeping in
view the regulatory observations & enforcement actions, internal audit assessments
and compliance review. The Committee also approve the appointment of Chief
Compliance Officer (CCO) ensuring that he has the appropriate experience, skill,
stature, authority, independence and resources to fulfill his assigned duties. In
addition to the above, the Committee also ensure the prevention of criminal use

of banking channels for the purpose of Money Laundering/ Combating Terrorist
Financing and Proliferation Financing.

Membership details and attendance record of each committee are mentioned in Corporate Information and Statement of

Compliance section of this annual report, respectively.
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Shareholding of the Bank

70.20%

The Bank of Khyber
Ismail \
Industries Limited

Others

~ Government of
Khyber Pakhtunkhwa (GoKP)

Associated Company of the Bank

TAURUS

SECURITIES LIMITED




Pattern of Shareholding

As at December 31, 2022

<---- HAVING SHARES ---->

NO. OF SHAREHOLDERS From To SHARES HELD PERCENTAGE
1012 1 100 48308 0.0044
9657 101 500 1881456 0.1706
1397 501 1000 1087465 0.0986

15436 1001 5000 18042226 1.6359
149 5001 10000 988710 0.0896
47 10001 15000 572191 0.0519
30 15001 20000 511318 0.0464
14 20001 25000 303032 0.0275
12 25001 30000 321161 0.0291
3 30001 35000 98195 0.0089

1 35001 40000 36564 0.0033

2 40001 45000 82803 0.0075

1 45001 50000 46562 0.0042

3 50001 55000 156691 0.0142

2 60001 65000 121624 0.0110

1 65001 70000 68650 0.0062

1 70001 75000 71500 0.0065

2 85001 90000 178106 0.0161

1 90001 95000 93608 0.0085

1 110001 115000 110250 0.0100

1 265001 270000 268050 0.0243

1 300001 305000 300325 0.0272

1 305001 310000 307421 0.0279

1 1130001 1135000 1131500 0.1026

1 1185001 1190000 1185376 0.1075

1 10100001 10105000 10103678 0.9161

1 21220001 21225000 21224084 1.9244

1 269380001 269385000 269383781 24.4248

1 774180001 774185000 774184576 70.1948
27781 Company Total 1102909211 100.0000
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Category of Shareholders

As at December 31, 2022

No of Shares Held Percentage
Shareholders

Directors, CEO & Children 3 23,100 0.00
Associated Companies 1 269,383,781 24.43
Banks, DFI & NBFI 5 81,157 0.00
Insurance Companies 2 16,950 0.00
General Public (Local) 27,672 56,590,261 5.13
General Public (Foreign) 64 216,207 0.02
Others 33 2,413,179 0.22
Government of Khyber Pakhtunkhwa 1 774,184,576 70.20
Total 27,781 1,102,909,211 100.00
Shareholding of Directors, CEO & Children

Syed Asad Ali Shah 7,350

Tahir Jawaid 7,350

Mir Javed Hashmat 8,400

Shareholding of Banks, DFI & NBFI

Pakistan Industrial & Commercial Leasing Ltd. 2,679

Prudential Discount & Guarantee House Ltd. 25,127

Soneri Bank Limited 16,844

Pakistan Industrial & Comm. Leasing Ltd. 24,123

Escorts Investment Bank Limited 12,384

Shareholding of Insurance Companies

TPL Insurance Limited 16,751

The Pakistan General Ins. Co. Ltd 199

Major Shareholders

Government of Khyber Pakhtunkhwa 774,184,576

Ismail Industries Ltd. 269,383,781
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Report of the Board
Audit Committee

Composition of
the committee

The Board Audit Committee

(BAC) consists of three members
comprising of a non-executive and
two independent directors. The
chairman of the committee is an
independent director. Chairman BAC
is “financially literate”.

Role of the
committee

The BAC has conducted review
of annual and interim financial
statements of the company, prior
to their approval by the Board of
Directors, focusing on:

* major judgmental areas;

e significant adjustments resulting
from the audit;

* going concern assumption;

e any changes in accounting
policies and practices;

e compliance with applicable
accounting standards;

e compliance with listing
regulations and other statutory
and regulatory requirements; and

e all related party transactions.
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The BAC also conducted review of
preliminary announcements of results
prior to external communication and
publication.

Committee’s
overall approach to
risk management
and internal
control

e The BAC reviewed Bank’s
statement on internal control
systems prior to endorsement
by the BOD and internal audit
reports.

e The BAC also obtained an
independent assessment/
opinion on the state of Bank's
internal controls from Chief
Internal Auditor annually, based
on the audits conducted over
period.

e The outcomes are represented
by objective instructions to
the Management regarding
deployment of mitigating
strategies for control gaps and
their regular follow up.

e The statement on internal
control systems, details of BAC
meetings and attendance is
disclosed in annual report.

Role and
Performance of
Internal Audit
Division (IAD)

Internal Audit Function (IAF) is

an independent and permanent
function. Chief Internal Audit (CIA)
reports functionally to BAC and
administratively to the Managing
Director. CIA communicate and
interact directly with the BAC,
including in executive sessions
and between BAC meetings as
appropriate.

IAD accesses the adequacy and
effectiveness of risk management
framework that is policies, processes,
activities etc. Assessment covers all
risks facing the Bank (i.e credit risk,
market risk, liquidity risk, operational
risk, legal risk, reputational risk etc).
In addition to the above, IAD also
assists in development of internal
controls testing plan for ICFR (Internal
Controls over Financial Reporting).
IAD supports the Bank to accomplish
its mission and strategic business
objectives through a systematic,
documented risk based audit
approach to examine, evaluate

and improve effectiveness of the
Bank'’s governance, control and risk
management processes.



BAC ensures that there are no
restrictions on internal auditors’
access to people, information,
processes, properties, records
and systems to perform their audit
activities with independence and
objectivity both at engagement and
functional level

BAC evaluated the performance of
CIA on the basis of Key performance
indicators (KPIs) and BAC approved
audit plan.

During the current year, IAF
conducted 93 and 98 Branch Audits
of Conventional and Islamic branches
respectively. In addition, 54 Shariah
Audits, 150 business risk reviews

15 management audit and 14 IS/IT
audits were conducted. In addition,
IAF successfully implemented Phase
1 of Audit Management Solution
covering end-to-end audit processes.
14 fraud and forgery and forgery
investigations and Quality Assurance
reviews of all audit assignments were
also conducted. IAF also conducted
special reviews on a need basis

as per IAC and assisted BAC, SBP
and external auditors by providing
valuable insights regarding internal
control environment of the Bank and
recommended.

Review of
arrangement for
staff

BAC in accordance with its Charter,
reviewed arrangement for staff

and management in confidence,
concerns, if any, about actual or
potential improprieties in financial
and other matters and recommend
instituting remedial and mitigating
measures.

Appointment
and assessment
of the external
auditors

BAC reviewed management letter
issued by the external auditors,
held detailed discussions with
external auditors during and after
completion of audit. BAC also met
external auditors without presence
of Management and CIA to ensure
no impediments are being faced
by external auditors during the
course of their review. The process
of appointment of external auditors
involved an analysis of relevant
skill set and experience of external
auditors including QCR rating. The
factors include number of partners

and directors, experience with audit
of Fls, global membership, past
experience with BoK etc. In case
statutory auditors provide non-audit
services, the BAC may require a
declaration from external auditors

as to how relevant safeguards are
adopted by the auditors as specified
in Code of Ethics issued by ICAP

BAC recommends the appointment
of external auditors, audit fees, the
provision of any service permissible
to be rendered to the Bank by the
external auditors in addition to audit
of its financial statements to the BOD.
The BOD gives due consideration to
the recommendations of the BAC and
where it acts otherwise; it records the
reasons thereof.

Review of
Annual Financial
Statements

The audit committee has endorsed
management’s opinion that the
Annual Financial Statements were
fair, balanced and understandable
and provided the necessary
information for shareholders to
assess the company’s position and
performance.
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Report of the Board
Audit Committee

Self-evaluation of the Board

The audit committee conducts self-assessment of its performance against the statutory requirements and approved
Charter on annual basis. The assessment is then presented in BoD for further review and approval.

External Oversight of Audit and Internal Controls of the
Bank

IAF is accessed by independent external quality assurance reviewer every five years. Latest such assessment was
conducted during 2021 by EY Ford Rhodes, wherein the independent reviewer rated IAF as “generally compliant” with
International Standards for the Professional Practice of Internal Auditing and Guidelines issued by SBP on Internal Audit
Function. This is the highest rating as per the ratings scale followed by the independent reviewer.

Presence of the Chairman of the Board at the AGM

Chairman Board Audit Committee attended the Annual General Meeting to answer questions on the activities and matters
within the scope of Board’s Audit Committee’s responsibilities.

@
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Statement on Internal Controls

An internal control system is an integrated process
comprising of various components to ensure efficiency and
effectiveness of operations, reliability of financial reporting,
safeguarding of assets and compliance with relevant laws
and regulations. However, it needs to be stated that even
well-designed system of internal controls is subject to inherent
limitations and can only provide reasonable assurance
regarding state of internal controls in the Bank.

3LOD (“three lines of defense”) model is adopted by the Bank
as a baseline for integrated control framework to achieve the
objectives. Accordingly, first line departments are responsible
for managing an effective system of internal controls in their
day-to-day business activities for which they are accountable.
Further compliance and Risk functions, being the second line
of defense, are responsible for assisting and monitoring the
line management for implementation of adequate control and
compliance environment, the third line being Internal Audit.

The Internal Audit Division is placed adequately within the
Bank to ensure its independence and to provide objective
reasonable assurance on the state of internal controls.
Significant and material findings of Internal Audit and External
Audit are reported to the Board Audit Committee (BAC).
Closure of audit findings is tracked and status is reported to
Management and Board Audit Committee. The Board acting
through the committee provides overall guidance and support
to the Internal Audit function for discharging its duties as per
approved Charter.

The compliance committee of the Board (BCC) monitors
management of compliance risks under the supervision of
Board. Compliance function role is to manage compliance
risk via advising management on regulatory requirements
across the Bank and performing its mandated responsibilities
as per Compliance Risk Management Framework.

As per SBP directives for Internal Controls over Financial
Reporting (ICFR), the Bank has completed all stages of ICFR
roadmap and an independent Long Form Report (LFR) on
the assessment of Bank is being carried out on annual basis,
which is also reviewed by the Board Audit Committee. The
Bank conducted testing of financial reporting controls to
ensure its effectiveness on ongoing basis and believes that
deficiencies identified does not have a material impact on
financial reporting.

During the year, a third party has been engaged to update
the key processes documentation, related controls and
management testing plans in order to align it with the
operating environment after implementation of centralized
core banking solution. Further, a Bank-wide exercise for
updating key policies is underway to improve control
environment and governance at management and board
level.

Moreover, major operational controls were automated which
has not only helped the management in improving control
environment but provides a platform for efficient regulatory
reporting, more informed decision making and bringing
efficiency in transaction processing for creating value to the
customers.

Management's Evaluation
on Effectiveness of Control
Framework

Based on the results achieved from audits and reviews
conducted by Internal Audit function, Compliance

Group, Risk Management Division, External audits and
ongoing testing of financial reporting controls during

the year, management believes that the Bank’s existing
system of Internal Control is adequate in design however
implementation requires improvement in certain areas
identified by the Board. Further, Management endeavors to
rectify the observations raised by Internal, external auditors
and SBP with respect to overall governance and Board
oversight within the minimum timeframe. Considering
that room for improvement always exists, the Bank follows
SBP Guidelines on Internal Controls to improve its control
environment on an ongoing basis.

As required by State Bank of Pakistan (SBP) circular No. 07
of 2004 on internal controls and OSED Circular No.01 dated
February 07, 2014“Instructions on Internal Controls over
Financial Reporting (ICFR) and based on above, the Bank’s
Board of Directors endorse management’s evaluation of
internal controls including ICFR.

e

! /
Muhammad Ali Gulfaraz Ikramullah Khan
Managing Director Chairman

kevort 2022

107



Statement of Compliance

with Listed Companies (Code of Corporate Governance) Regulations, 2019

Name of Bank: The Bank of Khyber
Year ended: December 31, 2022

The Bank has complied with the requirements of the Regulations in the following manner: -

1.

The total number of directors are six (6) as per the following,-

a. Male: Six (6)
b. Female: Nil (0) *
2. The composition of the Board is as follows:
Category Name
Independent Directors Syed Asad Ali Shah
Mr. Tahir Jawaid
Mir Javed Hashmat
Non-Executive Directors Mr. Shahab Ali Shah (Government Nominee Ex-Officio)
Mr. lkramullah Khan (Government Nominee Ex-Officio)
Executive Directors Mr. Muhammad Ali Gulfaraz (Managing Director)
*Ms. Saleha Asif, Director tendered her resignation, which was accepted on December 21, 2022. Subsequent to the year end, her casual vacancy
was filled by Dr. Aliya Hashmi Khan.
Further, Mir Javed Hashmat was co-opted against a vacant seat available after the resignation of previous Directors
and joined the Board on May 6, 2022. Furthermore, the Chairman sent out a letter to Mir Javed Hashmat setting out
his roles and responsibilities as a Director on the Board.
Mr. Rashid Ali Khan on completing the maximum term allowed under the Regulations, left the Board on March 7, 2022.

3. The directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this Bank;

4. The Bank has prepared a code of conduct and has ensured that appropriate steps have been taken to disseminate it
throughout the Bank along with its supporting policies and procedures;

5. The Board has developed a vision / mission statement, overall corporate strategy and significant policies of the Bank.
The Board has ensured that complete record of particulars of the significant policies along with their date of approval
or updating is maintained by the Bank;

6. Allthe powers of the Board have been duly exercised and decisions on relevant matters have been taken by the
Board / shareholders as empowered by the relevant provisions of the Act and these Regulations;

7. The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected by the
Board for this purpose. The Board has complied with the requirements of the Act and the Regulations with respect to
frequency, recording and circulating minutes of meeting of the Board;

8. The Board have a formal policy and transparent procedures for remuneration of directors in accordance with the Act
and these Regulations;
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Director’s Training Program for the new Directors at the earliest.

The Board could not arrange Directors’ Training program during the year. However, the Bank intends to arrange

It is to be noted that Mir Javed Hashmat and Mr Tahir Jawaid has already completed the Director’s Training Program

through Pakistan Institute of Corporate Governance.

10. The Board has approved appointment of chief financial officer, company secretary and head of internal audit,
including their remuneration and terms and conditions of employment and complied with relevant requirements of the
Regulations;

11. Chief financial officer and chief executive officer duly endorsed the financial statements before approval of the Board;

12. The Board has formed committees comprising of members given below:

S # Name of Committee Current Membership
1 Board Audit Committee 1. Syed Asad Ali Shah - Chairman
2. Mr. Ikramullah Khan - Member
3. Mir Javed Hashmat - Member
2 Human Resource & Remuneration 1. Ms. Saleha Asif * - Chairperson
Committee 2. Mr. Tahir Jawaid - Member
3. Mr. [kramullah Khan - Member
3 Risk Management Committee 1. Mr. kramullah Khan - Chairman
2. Syed Asad Ali Shah - Member
3. Mr Muhammad Ali Gulfaraz - Member
4 |.T. Steering Committee 1. Syed Asad Ali Shah - Chairman
2. Mr. Tahir Jawaid - Member
3. Mr. Muhammad Ali Gulfaraz - Member
5. Compliance Committee 1. Mr. Tahir Jawaid - Chairman
2. Syed Asad Ali Shah - Member
3. Mir Javed Hashmat - Member
4. Mr. Muhammad Ali Gulfaraz - Member

*Ms. Saleha Asif, Director tendered her resignation, which was accepted on December 21, 2022. Subsequent to the year end, her casual vacancy
was filled by Dr. Aliya Hashmi Khan.

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the committees
for compliance.

14. The frequency of meetings (quarterly/half yearly/yearly) of the committees were as per following,-

, No. of meetings held
Committee i
during the year
a) | Audit Committee 8
b) | Human Resource & Remuneration Committee 8
c¢) | Risk Management Committee 4
d) | I.T. Steering Committee 5
e) | Compliance Committee 7
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Statement of Compliance

with Listed Companies (Code of Corporate Governance) Regulations, 2019

15.

16.

17.

18.

The Board has set up an effective internal audit function. The concerned staff is considered suitably qualified and
experienced for the purpose and are conversant with the policies and procedures of the Bank;

The statutory auditors of the Bank have confirmed that they have been given a satisfactory rating under the Quality
Control Review program of the Institute of Chartered Accountants of Pakistan and registered with Audit Oversight
Board of Pakistan, that they and all their partners are in compliance with International Federation of Accountants
(IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants of Pakistan and that

they and the partners of the firm involved in the audit are not a close relative (spouse, parent, dependent and non-
dependent children) of the chief executive officer, chief financial officer, head of internal audit, company secretary or
director of the Bank;

The statutory auditors or the persons associated with them have not been appointed to provide other services except
in accordance with the Act, these Regulations or any other regulatory requirement and the auditors have confirmed
that they have observed IFAC guidelines in this regard;

We confirm that all requirements of regulations 3, 6, 7, 8, 27, 32, 33 and 36 of the Regulations have been complied
with; and

Explanation for non-compliance with requirements, other than regulations 3, 6, 7, 8, 27, 32, 33 and 36 are below:

i) The board functions of Nomination Committee are being performed by the Board of Directors. A separate
Nomination committee is not required.

i)  Written notices to the 175th Board meeting was not circulated at least seven days prior to the meeting as required
by Regulation No 11 since the same was held at short notice for resolution of adjourned matters left unresolved in
preceding meeting.

i)  Significant policies are not published on website of the Bank as required by Regulation 35. A separate portal for
all policies, notices and manuals exists. However, access to the same is only available to employees of the Bank.
The Bank is making efforts to ensure that access to the same is available publicly.

i

7 ___5:2-‘
! /
MUHAMMAD ALI GULFARAZ IKRAMULLAH KHAN
Managing Director Chairman
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Independent Auditor’s Review Report

To the members of The Bank of Khyber
Review Report on the Statement of Compliance contained in Listed Companies

(Code of Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance)
Regulations, 2019 (the Regulations) prepared by the Board of Directors of The Bank of Khyber (the Bank) for the year
ended December 31, 2022 in accordance with the requirements of regulation 36 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Bank. Our responsibility is
to review whether the Statement of Compliance reflects the status of the Bank’s compliance with the provisions of the
Regulations and report if it does not and to highlight any non-compliance with the requirements of the Regulations. A
review is limited primarily to inquiries of the Bank’s personnel and review of various documents prepared by the Bank to
comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of the accounting and internal
control systems sufficient to plan the audit and develop an effective audit approach. We are not required to consider
whether the Board of Directors’ statement on internal control covers all risks and controls or to form an opinion on the
effectiveness of such internal controls, the Bank'’s corporate governance procedures and risks.

The Regulations require the Bank to place before the Audit Committee, and upon recommendation of the Audit
Committee, place before the Board of Directors for their review and approval, its related party transactions. We are only
required and have ensured compliance of this requirement to the extent of the approval of the related party transactions
by the Board of Directors upon recommendation of the Audit Committee.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance
does not appropriately reflect the Bank’s compliance, in all material respects, with the requirements contained in the
Regulations as applicable to the Bank for the year ended December 31, 2022.

.

A D

Chartered Accountants
Islamabad
Date: March 8, 2023

UDIN: CR202210050p50nHtvJD

kevort 2022
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Profile of Shariah Board

Mufti Muhammad Zahid is a notable figure in the field of Shariah and has been teaching
various branches of Islam (Quran, Hadith, Figh) and Arabic language, besides being the Vice
President of Jamia Imdadia, Faisalabad and a member of its Dar-ul-Ifta since 1989. He has
completed his “Shahadat-ul-Alamiyyah” Degree (equivalent to Master in Arabic & Islamiyat)
from Wifaqul Madaris and “Master In Arabic “from International Islamic University Islamabad
Pakistan. He has delivered research-based lectures / presentations at different national
and international seminars, forums, conferences and seminars. He has authored various
publications includingals S -- o LS slsew oale (franslation from English to Urdu of the work
of Mufti Muhammad Tagi Usmani) and published more than sixteen articles in various well
renowned newspapers and magazines. Presently, He is the Chairman of the Shariah Board
of Bank of Khyber, besides being the Shariah Board Member of other Islamic banks, Islamic
Funds, Member Shariah advisory cell International Islamic University Islamabad, Member
Executive Committee International League of Islamic Literature (aiwi gstyr o &) Pakistan
Chapter, Member Board of Studies Faculty of Sharia & Law (Dep. Islamic Law) International
Mufti Muhammad Zahid Islamic University Islamabad, Member Ulema Board PIPS (Pak Institute for Peace studies),
Member consultancy group Centre for Islamic and also General Secretary, Centre for Islamic

Chairman Shariah Board Economics, Faisalabad.

financial and non-financial institutions.

Mufti Muhammad Arif Khan

Member Shariah Board
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Mufti Muhammad Arif Khan is a renowned Shariah scholar with proven experience of Islamic
Banking and Finance. He has completed Shahadat-ul- Aimiyyah & Takhassus fil Ifta from
Jamia Darul Uloom Karachi. He has done MBA (Finance) from Karachi University and MS
Islamic Banking & Finance from Institute of Business Administration Karachi. He has received
several certificates including CSAA from AAOIFI and CIPA refresher from IBA. This unique
blend of educational combination gives him an edge upon many others to understand,
correlate and align modern day banking practices with Shariah principles. Being a specialized
in the sciences of Islamic Jurisprudence, Mufti Muhammad Arif focuses on presenting
Shariah-compliant solutions for modern financial products and ensuring Shariah compliance
of transactions. Moreover, he is providing trainings, lectures and shariah advisory to several



Profile of Shariah Board

Mufti Abdul Wahab is a prominent Shariah Scholar in Islamic Finance. He has preeminent
academic background in Islamic Studies & Islamic Banking and completed his religious
qualification including Takhassus-fi-Iftaa from Jamia Darul Uloom Karachi & Shahdat-ul-
Aalimiyah from Wifaqul Madaris. He possesses a unique combination of religious and
contemporary education that is very relevant to Islamic Banking. He has strong communication
skills combined with knowledge of several languages. He has authored various publications
including books on Islamic Finance. He has attended various national / international Islamic
banking courses. He has more than five years diversified experience of teaching & research
and a member of Dar-ul-Ifta since in Jamia Darul Uloom Karachi.

Mufti Abdul Wahab

Member Shariah Board

Qazi Abdul Samad is an eminent Shariah scholar and has sound experience of Islamic Banking
& Finance. He has strong academic background in Islamic Studies and Islamic Economics. He
completed his all-religious qualifications such as Shahdatul Aalimiyah Shahadat-ul- Aimiyyah
from Rabita-ul-Madaris Pakistan. He has also done his Masters in Islamic Studies from
Peshawar university, LLB (hons) Shariah & Law from International Islamic University Islamabad
and MBA in finance from Abaseen University Peshawar. He has delivered research-based
lectures / presentations at different national and international seminars, forums, conferences
and seminars. He is regular trainer of NIBAF since 2012. He is also Visiting Faculty Member
of Centre for Excellence in Islamic Finance in Institution of Management & Sciences (IMS)
Peshawar and associate with other national and international professional bodies of Islamic
finance. He is rare and sound mix of Theory and Applied Islamic Banking Practice. He is allied
with the bank of Khyber since 2006.

Qazi Abdul Samad

Resident Shariah Board Member (RSBM)
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Terms of

Reference of
the Shariah
Board

The key function of Shariah Board is to
supervise and advise the management of the
Bank on all Shariah related matters, develop
comprehensive Shariah compliance framework
for all areas of operations and is responsible for
all Shariah related decision. The Shariah Board
approves all Islamic Banking related policies,
all the procedure manuals, product programs/
structures, process flows, related agreements,
marketing advertisements, sales illustrations
and brochures so that they are in conformity
with the rules and principles of Shariah. The
Shariah Board discharged its responsibilities
independently & objectively as defined in the
Shariah Governance Framework notified by the
SBP or any other guidelines/instructions issued
by SBP from time to time. The Shariah Board

is responsible to review Internal Shariah Audit
review report, external Shariah Audit, State Bank
of Pakistan Shariah Inspection and Shariah
compliance reviews and prescribes appropriate
remedial measures. Shariah Board meetings
are held at-least quarterly, and it meets with
Board of Directors at-least on half-yearly basis
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Annual Report of Shariah Board

In recent years, the Islamic finance industry has witnessed
a stellar growth spurt. Despite the pandemic and global
economic slowdown, Islamic financing expanded in a very
compound rate. Islamic banking industry is flourishing in
Pakistan with a rapid pace. Currently, it is holding more

than 20% share of the total banking industry in the country.

As Pakistan is a developing economy, every sector has
to contribute into its economic growth. Banking industry
is also playing its role in the economic growth of Pakistan
which includes conventional banks and Islamic banks.
The financial performance of Islamic banking industry
has a very positive impact on the economic growth of the
country.

At the Bank of Khyber, Islamic Banking Group (IBG)
provides simple, quick, convenient wide range of Shariah
compliant banking services both on Assets & Deposits
sides through (119) standalone Islamic Banking Branches
(IBBs), (06) Sub Islamic Banking branches and (04)
Booths spread throughout the country to fulfill “Halal”
banking needs of the customers.

Shariah Compliance
Mechanism

Shariah compliance is the most important aspect of
Islamic banking/finance and is considered to be the
backbone of Islamic Banking Institution. The credibility
of Islamic Banking Institution not only depends on

the financial health of the institution but also on its
adherence to the Shariah Principles. A viable and strong
Shariah Compliance mechanism is essential for every
Islamic banking Institution. Therefore, a proper Shariah
compliance mechanism has been put in place by IBG
to ensure that all the activities carried out by the IBG are
aligned with the Islamic principles to maintain the trust of
the depositors and other stakeholders on the system.

Shariah Compliance
Structure of IBG

Shariah compliance has always been the strength of
Islamic Banking Group of the Bank of Khyber and it has
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zero tolerance policy in this respect. Bank (IBG) has
independent Shariah Compliance Division (SCD). The
SCD works under the guidance and supervision of the

SB and review all the product proposals and related
agreements, contracts, manuals, process flows, checklists
submitted by management before presenting these to
the SB for approval. SCD conducts Shariah Compliance

/ Control Review under the supervision of RSBM, of the
Bank's business units, branches, and other Head Office
departments to ensure that activities & Operations carried
out by the Islamic Banking Group do not contravene

with the principal of Shariah. The Profit Distribution and
Pool Management are reviewed by shariah Research /
Review Department (SCD) regularly on monthly basis
before each disbursement. All the financing facilities

are reviewed before granting Shariah clearance and
approval. For every financing facility, Shariah process
flow is prepared and made part of the Sanction Advice.
Beside the above, SCD also serves as the Secretariat to
the SB with the responsibility to provide all the necessary
secretarial support to the SB including timely provision

of meetings’ agenda, proposals, working papers and
preservation of all such record. The Shariah Audit function
plays a vital role in achieving the objective of ensuring
Shariah-compliance by evaluating adherence to Shariah
guidelines in activities undertaken by the IBG. For this
purpose, IBG has an independent Internal Shariah Audit
Department which conduct timely and periodical review of
all the divisions of IBG in order to provide an independent
judgment regarding the policies, financings, operation and
investments of IBG in the light of the approved policies,
Shariah Standards, Shariah Board directives and SBP
instructions.

IBG also has Product Development & Research
Department for developing Shariah compliant products
to grow deposits and assets of IBG through introduction
of new deposit products, alternative Shariah Complaint
financing products and extensive marketing of Islamic
Banking operations.

The Shariah Compliance Division, Shariah Research /
Review Department, Shariah Compliance Department,
Internal shariah audit Department, and product



development & research departments all are functioning
under the supervision of Shariah Board.

Shariah Board Opinion on
IBG Activities of the Year
2022

As per SGF, While the Board of Directors and Executive
Management are solely responsible to ensure that the
operations of IBG are conducted in a manner that always
comply with Shariah principles, we are required to submit
a report on the overall Shariah compliance environment of
IBG. For this purpose, SB has performed/considered the
following:

1. Conducted 4 meetings in 2022, to consider, decide
and supervise all Shariah related matters of the IBG.

2. Reviewed and granted shariah clearance of all the
procedure manuals, product programs/structures,
process flows, related agreements, marketing
advertisements, and brochures presented by IBG in
this year.

3. Approved both Shariah Compliance Review and
Shariah Audit yearly plans to ensure the shariah audit/
review of considerable portion of IBG activities in this
year.

4. Prescribed appropriate action on all shariah related
issues of internal Shariah audit, external Shariah audit
and Shariah compliance reviews reports presented to
us during the year.

5. Endorsed shariah clearance of all financing cases
of IBG and shariah procedures of the transactions
provided by SCD under the supervision of the
Resident Shariah Board Members.

6. Also reviewed major portion of the IBG monthly
income and expense statements and pool
management activities and responded to all shariah
issues referred by the management of the bank.

During the year, we also participated in various
Islamic Banking training held by the training divisions
of the bank to enhance the capacities of IBG'’s staff
and make them fully cognizant of the risk of Shariah
non-compliance and its potential implications on the
reputation and business of the IBG.

Apart from Training for staff, we have participated in
many public awareness programs for bank’s clients
and general public to provide confidence that the
IBG is managed by professionals having adequate
experience and expertise in Islamic banking.

Therefore, based on the above-mentioned activities, we
are of the view that:

The IBG has complied with directives, regulations,
instructions, and guidelines related to Shariah
compliance issued by IBD-SBP and Shariah Board of
the bank and the transactions and dealings entered
into by the Bank during the financial year ended 31
December 2022, are in compliance with the Shariah
rules and principles.

IBG-BOK has a comprehensive mechanism in place
to ensure Shariah compliance in its overall operations.
The mechanism comprising of independent Shariah
Board, shariah compliance division, Internal Shariah
Audit & Shariah Review Departments, full time

RSBM. And regular / frequent in-house and external
trainings for Islamic Banking staff in line with Shariah
Governance Framework of SBP are in place.

The bank has a comprehensive profit & Loss
distribution and Pool Management system. During
the year under review, profit distribution mechanism,
allocation of funds, income & expenses, weightages
and other affairs of the IBG of the bank are in
conformity with the guidelines that have been
approved by the SB in accordance with Islamic rules
and principles.

All sources of income of the bank are Shariah
compliant and any earning which has been realized
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Annual Report of Shariah Board

from sources or by means prohibited by Islamic rules and principles have been transferred to the Charity Account
which will be distributed as per approved Charity policy of the bank.

e During the period under the review, SB has recommended to the management to develop the skills of Islamic banking
staff. In this regard the Training Division of HRD Group has arranged various trainings in Training Center of the bank
and nominated sizable number of staff members for trainings arranged by NIBAF and other Islamic banking training
Organization. The SCD also conducted sessions, Group discussions with IBBs & IBWs staff during visits for Shariah
Compliance Reviews/Inspections.

* The level of awareness, capacity and sensitization of the staff, and the management for Shariah Compliance
remained very satisfactory.

* The Shariah Board has been provided adequate resources enabling it to discharge its duties, effectively.

Conclusion

Based on the strength and capacity of the Shariah Compliance Division and policies/guidelines for Shariah compliance
issued by IBG-BOK, we are of the opinion that an effective mechanism is in place to ensure Shariah compliance in overall
operations of IBG in the Bank of Khyber.

May Allah # pless us with the best Tawfeeq to accomplish His cherished tasks, make us successful in this world and in
the life hereafter and forgive our mistakes.

We bear witness only to what we know, and we could not well guard against the unseen! (Surah Yusuf, Verse:81)

Gl gally ale) 4l g

@M\ 9

. Nt T

Qazi Abdul Samad Mufti Abdul Wahab Mufti Muhammad Arif Khan Mufti Muhammad Zahid

RSBM Member Member Chairman
Shariah Board Shariah Board Shariah Board
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