


At this moment of our Bank’s glory, 
every member of the Bank of Khyber 
bows before Allah SWT for bestowing 
our Bank with success and historic 
achievements. At a time when our 
country is facing daunting challenges, 
undeterred, our Bank is writing a new 
history of success & achievements by 
showing historic performance.

This feeling of ecstasy makes us eager 
to share this big news with every 
Pakistani and every stakeholder of our 
Bank. This is how have decided to 
showcase the bricks of precious metal 
of gold at the cover page of our annual 
report to say we are adding to the 
nation’s wealth which will translate into 
prosperity and wellbeing of our people.

We consider our success as a wind of 
hope for every one of us!
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Highlights 2013

PROFIT AFTER TAX

UP BY 7% OVER 2012
BILLION +

ONE

UP BY 32 % OVER 2012

ASSETS

BILLION
RS.108

UP BY 17 % OVER 2O12

INVESTMENTS

BILLION
RS.53

UP BY 29 % OVER 2O12

DEPOSITS

BILLION
RS.77

UP BY 29 % OVER 2O12

ADVANCES 

BILLION
RS.38

(Gross)
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We Serve 
to Excel

Our Bank takes great pride for 

being a public sector bank that 

accords highest priority to 

serving the people, by offering 

solutions that are tuned to local 

needs. Our primary focus is to 

play a leading role in 

accelerating the economic 

activity be it offering capital to 

small businesses or to the larger 

industries, and at the same time, 

by being a viable as well as 

successful Bank. 

As we complete 23 years of our 

journey, our entire team feels 

excited for extending our 

presence throughout the country. 

By the grace of God, we have 

successfully emerged as a 

mainstream bank, and we enjoy 

the unique distinction of offering 

the Islamic as well as 

Conventional banking at our 

entire network of branches.

No doubt Khyber Pakhtunkhwa is 

our bastion, but we have 

successfully outgrown to other 

areas of the country like Federal 

Capital Islamabad, Punjab, Sindh, 

Azad Kashmir and Baluchistan.

After passing through all kind of 

circumstances, now it is the 

beginning of a new journey for 

our Bank as we have entered an 

era wherein we are all set to rise 

with excellence. As a pulsating 

bank, we rely on new initiatives 

with key focus to provide novel 

solutions to our customers. Our 

ultimate aim is to serve by 

passing on the benefit of our 

success to our people. We 

strongly believe in the dictum 

that success follows good 

performance.
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Our Vision, Mission 
and Core Values

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 socioeconomic growth.

Core Values
Highest quality of service
Professionalism
Integrity
Team Work
Innovation and utilization of latest technology
Risk Mitigation
Corporate Social Responsibility
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Corporate
Information

Board of Directors
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Syed Said Badshah Bukhari
Maqsood Ismail Ahmad
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Asad Muhammad Iqbal 
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Audit Committee
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Sajjad Ahmad
Javed Akhtar

Human Resource & 
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Javed Akhtar 
Managing Director          

Risk Management 
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Sajjad Ahmad 
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Products
and Services

Deposit Schemes
Khyber Friendly Munafa Scheme
Current Benefit Account
Be-Baha Mahana Amadani
Cent CASA Plus Account
Foriegn Currency Deposit

Advances
Financing Options
Corporate Financing
Commercial Financing
SME Financing
Consumer Financing
Micro Financing
Agriculture Financing
Project Financing

Products
Cash Finance
Running Finance
Demand Finance
Trade Finance
Export Refinance
House / Auto / Salary Loans
Letter of Credit
Letter of Guarantee

Agriculture Credit Schemes
Sada Bahar Zarai Loan Scheme
Credit Guarantee Scheme
Agriculture Refinance Loan Schem
Livestock Loan Scheme
Dairy Storage Loan Scheme
Dairy Marketing Loan Scheme
Tractor Loan Scheme
Farm Machinery Loan Scheme
Tube Well Loan Scheme
Agri Ijarah & Agri Murabaha

Islamic Banking
Murabaha
Musharaka
Mudaraba
Ijarah wa Iqtana
Istisna
Deposit Schemes
Bill collection under Wakala

Online Banking
The Bank of Khyber offers Online 
Banking Facility to its customers at 
branches all over Pakistan.

SMS Alerts
On Deposits and withdrawls
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Board Profile

Mr. Khalid Pervez is a 
senior civil servant 
belonging to the District 
Management Group. 
Mr. Pervez has vast 
experience of 30 years in 
management, 
administration and 
planning to his credit 
which includes various top 
hierarchy administrative 
positions. He holds a 
masters degree in 
business administration 
and has attended various 
national and international 
trainings / courses on 
management and 
administration. He 
currently holds the office 
of Additional Chief 
Secretary of the 
Government of Khyber 
Pakhtunkhwa

Syed Said Badshah 
Bukhari is Secretary to 
the Government of 
Khyber Pakhtunkhwa, 
heading the Finance 
Department. He started 
his carrier in academics 
and later joined the Civil 
Services. He has served 
on various important 
positions. Syed Said 
Badshah Bukhari actively 
persued expanding his 
knowledge base while in 
service. He has a 
numbers of Master’s 
Degrees from reputable 
institutions to his credit. 
He also holds an MBA in 
Finance & Accounting as 
well as an M.A in 
Economics.

Mr. Imran Samad has been 
associated with banking 
profession for the last 30 
years. After his MBA, he 
started his career with PICIC 
as a financial analyst and 
worked in various capacities 
dealing with industry and 
finance. He has rich 
experience of dealing with 
local and multilateral 
agencies. His expertise in 
Corporate and Retail Banking 
over the years in various 
banks has earned him a 
repute in areas of business 
development and 
organizational turnaround. 
Recognized as an effective 
team leader, he is author of 
various articles and also 
known as leading resource 
person on banking and 
finance. He is associated with 
Bank of Khyber for the last 
few years and is currently 
serving as Acting Managing 
Director of the bank.

Dr. Ihsanul Haq is a retired 
civil servant having served 
on various important 
positions in the Province. 
His experience includes 
Public Health and Finance 
besides Public 
Administration. Dr. Ihsanul 
Haq has remained a 
Fulbright scholar with a 
distinguished educational 
background. He holds a 
Master’s Degree (MPH) in 
Health Services 
Management from the 
University of California, 
Los Angeles, USA, where 
he subsequently was a 
visiting scholar. Besides, 
Dr. Ihsanul Haq has 
participated in number of 
International conferences 
both at home and abroad.

Khalid Pervez
Chairman

Imran Samad
Managing Director (Acting)

Syed Said Badshah Bukhari
Director

Dr. Ihsanul Haq
Director



15

A businessman by 
profession, Mr. Sajjad 
Ahmad has an 
experience of 27 years in 
the field of manufacturing 
of lamps & fluorescent 
tube lights and energy 
savers. Currently, he is 
holding the position of 
Group Chief Executive. 
Mr. Sajjad has done his 
graduation from 
Peshawar University and 
is a member of different 
social organizations.

Mr. Javed Akhtar is 
associated with the textile 
industry. Apart from 
managing his own group of 
companies, he is also the 
Chairman, Fashion Apparel 
Designing and Training 
Institute (FADIN), Member 
Managing Committee and 
currently member General 
Body of the Federation of 
Pakistan Chamber of 
Commerce & Inductry 
(FPCCI). He also remained 
Director of Karachi Cotton 
Association and held the 
position of Chairman, 
Pakistan Cotton Fashion 
Apparel Exporters 
Association during 1997 – 
1998 and 2001 – 2003. Mr. 
Javed Akhtar holds a 
Bachelors Degree from the 
University of Karachi.

Mr. Maqsood Ismail Ahmad is 
a professional businessman of 
the Country having diversified 
experience from 
manufacturing to power 
generation and commodities 
business. He is on the boards 
of different companies and 
remained 
Chairman/Presidents of 
different business forums viz. 
Federation of Pakistan 
Chambers of Commerce & 
Industry, Export Processing 
Zones Authority, Pakistan Yarn 
Merchants Association. He also 
represented Pakistan as a 
businessman in official 
delegations to different 
countries. Mr. Ismail is a 
Bachelor of Science in 
Economics and Political 
Science from University of 
Delaware, United States of 
America.

Mr. Asad holds a Bachelor 
Degree in Computer 
Science from Carnegie 
Mellon University, USA. He 
has diversified experience 
in equities, asset 
management and software 
development. He served as 
Vice President, Equities 
Division at Goldman Sachs 
& Company, N.Y., USA. He 
has also remained a 
Director of the Karachi 
Stock Exchange. Presently, 
he is executing his duties as 
Chief Executive of 
Streetware Systems, a 
software development 
company engaged in 
developing solutions for the 
financial institutions.

Sajjad Ahmad 
Director

Javed Akhtar
Director

Asad Muhammad Iqbal
Director

Maqsood Ismail Ahmad
Director
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A Word From
Managing Director

Notwithstanding overall 
challenging economic conditions 
globally as well as domestically, 
the overall performance of our 
Bank has been extremely 
outstanding. It will be not an 
exaggeration to claim that our 
Bank is writing new history by 
outperforming all of our own past 
benchmarks. 

For this we feel humbled in 
gratitude to Almighty Allah SWT 
for his blessings and for giving us 
courage to serve the country by 
adding yet another story of 
success of our nation, despite 
daunting odds. Hence creating 
another ripple of hope that our 
country needs at this point of time 
to bounce back. 

All this was made possible with 
the support and untiring efforts of 
each and every member of our 
Bank’s team. Here I wish to extend 
my fullest appreciation to the 
entire team of our Bank, be it the 
people working in our Head 
Office or in the branches, for their 
devotion and commitment that 
has enabled us to continue with 
the momentum of moving forward 
with success and to set new 

landmarks of achievements. 

It is with this mood of euphoria 
that we successfully continued to 
move ahead with breathtaking 
pace during the outgoing year of 
2013. Our presence at the 
national level has gone further 
higher with our continued branch 
network expansion. By adding 23 
new branches last year, we 
braced new milestones for our 
Bank by increasing the total 
number of our branch network to 
100 nationwide. Further, 
compliance with the SBP 
Minimum Capital Requirement 
for the year 2013 has also made 
us prominent in the banking 
fraternity whereby our paid-up 
capital stands at Rs.10 billion.   

Not to forget here that all this was 
made possible with the continued 
and conducive policies of the 
State Bank of Pakistan, which was 
a big help for us. Above all, we 
are indebted to the Provincial 
Government for providing us all 
kind of necessary space in 
continuation of our journey, 
aiming to rise to newer heights of 
glory.
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DEPOSIT

ADVANCES (NET)

INVESTMENTS

TOTAL ASSETS

CAPITAL AND RESERVES

PROFIT/(LOSS) BEFORE TAX

PROFIT/(LOSS) AFTER TAX

RETURN ON EQUITY

2013 2012 2011 2010 2009 2008

60,043 

26,722

45,672

82,178

10,776

1,572

1,078 

10%

77,218 

35,450

53,363

108,170

11,913

1,669

1,154

10%

45,548

22,288

36,685

68,424

9,700 

1,285

872

9%

36,981

18,238

19,853

50,794

5,604

713

563

10%

26,286

11,836

17,926

38,811

5,041

(799)

(637)

-12%

24,732

12,644

8,985

31,339

5,678

206

137

2.4%

Six Year
Financial Highlights

(Rs. in Million)

DEPOSITS

2013

2012

2011

2010

2009

2008

0 16,000 32,000 48,000 64,000 80,000

24,732

26,286

36,981

45,548

60,043

77,218

ADVANCES (NET)

2013

2012

2011

2010

2009

2008

0 8,000 16,000 24,000 32,000 40,000

12,644

11,836

18,238

22,288

26,722

35,450
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INVESTMENTS

2013

2012

2011

2010

2009

2008

0 11,000 22,000 33,000 44,000 55,000

8,985

17,926

19,853
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Notice is hereby given that the Twenty Third Annual General Meeting of the Shareholders of The Bank of Khyber 
will be held on Friday, March 28, 2014 at 10:00 a.m. at Head Office, 24 - The Mall, Peshawar Cantt. to transact the 
following business:

1 To confirm the minutes of the Annual General Meeting held on March 29, 2013. 

2 To receive, consider and adopt the Audited Accounts of the Bank for the year ended December 31, 2013,  
 together with the Directors' and Auditors' Reports thereon.

3 To appoint auditors for the year ending December 31, 2014 and fix their remuneration. Bank's auditors 
Messrs. Deloitte M. Yousuf Adil Saleem & Company, Chartered Accountants have completed their term of 
five years and are not eligible for reappointment. The Board of Directors on the recommendation of Board 
Audit Committee has proposed the name of Messrs. Anjum Asim Shahid Rehman (Grant Thornton), 
Chartered Accountants for appointment as auditors for the year ending December 31, 2014. 

Ordinary Business

By Order of the Board

Zahid Sahibzada
Peshawar: March 07, 2014 Company Secretary

4 To approve increase in Bank's Authorized Capital from Rs.10 Billion (divided into 1 Billion Ordinary Shares  
of Rs.10/- each) to Rs.15 Billion (divided into 1 Billion Five Hundred Million Ordinary Shares of Rs.10/- each) 
by passing the following resolution:

Special Business

 “That in terms of Section 5(4) of the Bank of Khyber Act, 1991, the increase in Bank's Authorized Capital 
from Rs.10 Billion (divided into 1 Billion Ordinary Shares of Rs.10/- each) to Rs.15 Billion (divided into 1 
Billion Five Hundred Million Ordinary Shares of Rs.10/- each) is approved.” 

Resolved

5 Any other business with the permission of the Chair. 

Other Business

Notes:
i Share Transfer Books of the Bank will remain closed from Saturday, March 22, 2014 to Friday, March 28, 2014 (both days inclusive)

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

iii 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. 

iv An 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.

v An 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.

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

vii Shareholders are requested to notify immediately for any change in their addresses.

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

The Bank of Khyber feels 
proud in extending financial 
services in a broad spectrum 
of our economy. Be it 
industry, housing, 
agriculture, automobile, 
construction, education, 
health-care or 

pharmaceuticals, our Bank 
remains in the forefront and 
plays an active role in the 
nation’s economy.
We hope to further enhance 
our role in every sphere of 
economic activity aimed at 
facilitating our people.

• Acrylic Fabrics
• Agriculture, Forestry, Hunting 
  & Fishing 
• Automobile & transportation 
  equipment
• Cement
• Chemical & Pharmaceuticals
• Contractors / Construction
• CNG Stations 
• Education & Health
• Financial
• Fisheries

• Food and Beverages 
• Ghee / Cooking Oil
• Individuals
• Manufacturing
• Petrochemicals
• Services
• Sugar
• Textile
• Trading
• Commodity Operations 
• Others
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Directors’ Report

On behalf of the Board of Directors, I am pleased to present the 23rd Annual Report of the Bank of Khyber 
along with audited financial statements and auditors' report for the financial year ended December 31, 2013.

I am also delighted to share with you that by the grace of Almighty Allah SWT, our Bank has achieved the 
historic landmarks of 100 fully functional branches in the country along with compliance with the State Bank 
of Pakistan Minimum Capital Requirement for the year 2013 whereby the paid-up capital of the Bank stands 
at Rs.10 billion.       

The operating results and appropriations, as recommended by the Board, are placed as under: 

Financial Highlights

Directors’ Report to the Shareholders

Operating Profit

Provision against non-performing advances, investments & others

Profit before taxation

Taxation

Profit after tax

Total Assets

Advances (Gross)

Investments (Net)

Deposits

1,756

(87)

1,669

515

1,154

108,170

38,339

53,363

77,218 

RS. IN
MILLIONS
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Advances Deposits

ADVANCES & DEPOSITS

0 12,400 24,800 37,200 49,600 62,000 74,400

24,73212,644

26,28611,836

36,98118,238

45,54822,288

77,21835,450

60,04326,722
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2012

2010

2009

2008

2013
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Directors’ Report

In the year under review, global 
economic recovery remains weak and 
continues to face uncertainty due to 
slowing growth in emerging 
economies, persistent fiscal issues in 
the US and financial imbalances in the 
euro area. This has diminished the 
prospects of any positive impact on 
global economic growth. This is 
reflected in downward revision of 
global economic growth estimates by 
the IMF in October 2013.  

While economic activity remained 
subdued for yet another year in Pakistan, 
headline inflation fell to single-digits for 
the first time since FY07. Soft global 
commodity prices and a relatively stable 
exchange rate allowed the average 
inflation rate to fall to 7.4 percent in FY13 
(from 11.0 percent in FY12). Robust 
growth in construction activity and 
capacity enhancement in a few 
sub-sectors, supported the industrial 
sector during FY13, but this growth was 
slightly below target. Global prices 
helped contain Pakistan's import bill, and 
there was some improvement in exports. 
Furthermore, higher than anticipated 
Coalition Support Fund (CSF) inflows, 
and modest growth in worker 

remittances, reduced the current account 
deficit to 1.0 percent of GDP in FY13, 
from 2.4 percent in the previous year. 

The SBP increased the policy rate by 50 
basis points each in September and 
November 2013 mainly on account of 
two concerns. One was the continued 
deterioration in the balance of 
payments position while the other was 
worsening of inflation outlook. 
Nevertheless, due to earlier reductions 
in the policy rate and settlement of 
energy sector circular debt, credit to 
private businesses and economic 
activity has shown early signs of 
recovery. Similarly, fiscal consolidation 
efforts have been initiated, which are 
expected to gradually alleviate 
pressure on monetary aggregates. 

Despite these favorable developments, 
growing security concerns and 
persistent structural weaknesses 
continue to hamper economic growth. 
While CSF is essentially a 
reimbursement for services provided 
in the war on terror however, the actual 
economic cost of this war on Pakistan is 
significantly higher than CSF inflows. In 
addition to the loss of human lives, this 
war has further deteriorated law & 

order in the country, which in turn has 
adversely impacted the investment 
climate; caused production losses due 
to frequent interruption in economic 
activities; diverted resources to 
enhance security; encouraged 
manpower and some businesses to 
migrate out of the country; and 
adversely impacted revenue collection 
by the fiscal authorities. 

At the same time, challenges in 
managing public sector enterprises; 
the need to expand the tax net to 
untaxed or under-taxed areas; to 
contain untargeted subsidies; to tackle 
theft and leakages in the energy sector; 
to revitalize the private sector; and to 
increase documentation, were largely 
unaddressed during FY13. As a result, 
the country's fiscal performance did 
not improve during the year.

 However, on the other side Pakistan's 
equity market (KSE) remained the 10th 
best stock market in 2013 with its 
benchmark index posting an annual 
return of 49.4%.

Source: SBP Monetary Policy Statement Jan. 2014 
SBP Annual Report  FY13

Economic Overview
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Performance Review
Despite numerous challenges 
both on economic as well as 
political fronts, year 2013 was a 
significant year for the Bank.

During 2013, the Bank closed its full 
year profit before tax at Rs. 1,669 
million against Rs. 1,572 million in 
2012, a growth of 6%. Profit after tax 
for the same year grew by 7% to 
reach at Rs. 1,154 million over Rs. 
1,078 million in the corresponding 
year that translates into earnings 
per share of Rs.1.15 against Rs.1.08 

in 2012. This was achieved while 
growing the balance sheet size, 
managing cost of deposits, 
improving operational efficiencies 
and without compromising on asset 
quality. ROA and ROE almost 
remained at the same level of last 
year and stood at 1.07% and 9.69%, 
respectively.

The Bank ended the year 2013 
with widened asset base, 
improved equity and profitability, 
stronger capital base and 

sustained returns. The total asset 
base of the Bank grew up to 
Rs.108,170 million from Rs.82,178 
million registering a momentous 
growth of 32% whereas the 
shareholders' equity showed an 
increase of 11% over 2012 and 
stood at Rs.11,913 million.      

On the liability side, the deposit 
base of the Bank witnessed 
consistent growth throughout the 
financial year 2013 and was 
reported at Rs.77,218 million 



Directors’ Report

showing healthy increase of 29% 
over the year 2012. The gross 
advances of the Bank also showed 
increase of 29% and stood at 
Rs.38,339 million from Rs.29,738 
million of the year 2012. An increase 
of 17% has been witnessed in the 
size of investments which showed 
an amount of  Rs.53,363 million as 
compared to Rs.45,672 million of 
the last year. 

The net markup based income 
grew by 18% from Rs.2,594 
million in 2012 to Rs.3,071 million 
for the year 2013. The 
Administrative Expenses 
increased by 19% to Rs.1,970 
million in 2013 as compared to 
Rs.1,655 million in 2012. The rise 
in expenses is primarily due to 

staff expenses, rent and costs 
associated with branch expansion 
- an investment which has borne 
fruit for the Bank, as evident from 
strong growth in deposits and 
profits over the years.

The Bank is fully aware that the 
outreach of its branch network has 
direct implications on the services 
that it provides to its valued 
customers. During the year, your 
bank opened 23 new branches in 
pivotal locations of the country 
wherein 14 branches were 
conventional and 9 branches were 
Islamic. At the end of the year, the 
Bank achieved the historic 
landmark of 100 fully functional 
branches in the country. Among 
these, 56 branches are working on 

the Conventional side whereas 44 
branches are functioning as 
dedicated Islamic Banking 
Branches. Further, 2 sub branches 
and 2 booths are also providing 
basic banking facilities to the 
customers. Through this network, 
the Bank is able to offer wide 
range of products and services to 
the valuable customers. 

Having another feather in the cap, 
your Bank has achieved the 
milestone of being MCR 
compliant Bank with a paid-up 
capital of Rs.10 billion. The Bank 
of Khyber issued Bonus Shares of 
Rs.1 billion during the year 2013 
to its existing shareholders which 
enhanced the paid-up capital to 
the desired level of Rs.10 billion.
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Going towards 2014, there are 
considerable economic, political 
and social challenges surrounding 
Pakistan. The external account 
pressures, high ratio of 
unemployment and illiteracy, 
severe energy crisis, worsening 
law and order situation had an 
extremely adverse impact on 
short term growth prospects, 
revival of the business 
environment in particular and 
overall economy in general. 
However, positive economic 
factors like continuous rise in 
foreign remittances, reduction in 
Consumer Price Inflation (CPI) 
and thriving agrarian economy, 

signify that there is no doubt that 
Pakistan has tremendous 
economic potential and its 
economy can turn around quickly 
in the future.

Tough economic decisions would 
be required in order to put the 
economy on the growing path so 
as to generate employment, 
corrects the structural imbalances 
and improves the macroeconomic 
indicators. Most important for the 
breakout is to fundamentally 
improve the country's fiscal deficit 
and to broaden the tax base to 
raise one of the lowest tax 
participation rates in the region, 

promote equity, and provide the 
revenues needed to fund 
necessary government functions. 
Given the challenges on hand, 
2014 is expected to be yet another 
difficult year.

Considering the overall 
macroeconomic and geo-political 
outlook, significant pressure is 
expected on banking sector 
margins in the wake of low 
benchmark rates and limited 
financing opportunities. 
Accordingly, our Bank intends to 
focus on building and maintaining 
quality advances portfolio and to 
enhance its focus on customer 

Future Outlook
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service quality and major cost 
rationalization initiatives through 
continuous improvement in 
automation and product 
innovations. Efforts are also 
underway to target new market 
segments and to improve 
efficiency and productivity in 
Bank's overall performance.  

Keeping the pace of moving 
forward, the State Bank of Pakistan 
has approved Bank's expansion 
plan and allowed 16 new branches 
to be opened in the country in the 
year 2014.

In order to play its due role under 
the corporate social responsibility, 

the Bank has provided services to 
the Provincial Government to 
successfully launch Khud Kafalat 
Scheme in Khyber Pakhtunkhwa 
so as to enable the people to start 
new or enhance their already 
established businesses by 
availing interest free small loans. 
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The Bank manages risk through a 
framework of sound risk 
management principles which 
include an optimum organizational 
structure, risk review procedures 
and monitoring process. The Risk 
Management Division (RMD) is 
mandated to implement this 
framework as a function 
independent of commercial lines of 
business, working under the 
guidance of Board's Risk 
Management Committee. In 
addition, a Management Risk 
Management Committee 
comprising members of senior 
management deliberates on major 
risk issues and also recommends 
risk policies prepared by the RMD 

to the Board Risk Management 
Committee and Full Board for 
approval.

During 2013, the major 
achievement of the Bank in the 
area of Risk management includes 
successful revision and updation 
of credit risk score cards for its 
consumer portfolio. The Bank has 
also developed a scoring card for 
its agriculture portfolio. All these 
score cards are developed under 
the norms of best industry 
practice and regulatory 
guidelines. The Bank has also 
revised its ICAAP (Internal Capital 
Adequacy Assessment Process) in 
line with SBP instructions issued in 
the year 2013. The Bank has also 

successfully met the Capital 
Adequacy Ratio (CAR) 
requirements as per newly 
introduced Basel III Guidelines. In 
addition, the Bank has also started 
working on Probability of Default 
(PD) modeling for its SME 
portfolio so as to move towards 
advance approaches of Basel II.

The Bank is committed to allocate 
considerable efforts and resources 
in managing the material risks to 
which it is exposed. The momentum 
attained so far will be continued in 
identifying, controlling and 
managing risk through significant 
investments in experienced human 
resource, innovative technology and 
required trainings.

Risk Management Framework
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The Board is pleased to endorse 
the statement made by manage-

ment relating to internal controls. 
The Management's 

Statement on Internal Controls is 
included in the Annual Report.

Statement under Section XVI of the Code of Corporate
Governance

The Bank's Board of Directors and 
the management are fully mindful 
of their responsibility under the 
Code of Corporate Governance. 
The following statements are a 
manifestation of their commitment 
towards high standards 

of Corporate Governance and 
continuous organizational 

improvement: 

1. The financial statements 
prepared by the management of 
The Bank of Khyber present fairly 
its state of affairs, the results of its 
operations, cash flow and changes 
in equity.

2. Proper books of accounts of The 
Bank of Khyber have been 

maintained.

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

4. International Financial 
Reporting Standards as applicable 

Internal Control
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Board Meetings

in Pakistan have been followed in 
preparation of financial statements 
and any departure there from has 
been adequately disclosed.

5. The system of internal control is 
sound in design and has been 
effectively implemented and 
monitored. The ultimate 
responsibility of the effectiveness 
of internal control system and its 
monitoring lies with the Board. An 

Audit Committee has been 
formed for the purpose that meets 
periodically and independently 
throughout the year with the 
management and also the internal 
and external auditors to discuss 
the effectiveness of internal 
control system and other financial 
reporting matters. In addition, 
there are financial forecasts and 
budgetary control procedures in 
place, which are reviewed and 

monitored throughout the year to 
indicate and evaluate the 
variances from the budget.

6. There are no doubts upon the 
Bank's ability to continue as a 
going concern.

7. There has been no material 
departure from the best practices 
of Corporate Governance other 
than those pointed out in the 
Statement of Compliance.

The Board of Directors of the Bank met on 7 occasions in the year under review and its meetings were 

attended by Directors as under:

Meetings Attended:

Mr. Attaullah Khan, Chairman *     4   

Mr. Khalid Pervez, Chairman *     3

Mr. Bilal Mustafa, Managing Director **     3

Mr. Imran Samad **     1

Sahibzada Saeed Ahmad ***      6

Syed Said Badshah Bukhari ***     1

Mir Javed Hashmat ****     5

Mr. Maqsood Ismail Ahmad     3 

Mr. Sajjad Ahmad      7

Mr. Asad Muhammad Iqbal     5

Mr. Javed Akhtar      2 

Dr. Ihsanul Haq *****     0

* Mr. Attaullah Khan was replaced by Mr. Khalid Pervez as Chairman
** Mr. Imran Samad took the charge of Acting Managing Director on completion of tenure of Mr. Bilal Mustafa
*** Sahibzada Saeed Ahmad was replaced by Syed Said Badshah Bukhari as  Director 
**** Mir Javed Hashmat resigned on 13.08.2013
***** Dr. Ihsanul Haq joined the Board on 19.12.2013. No meetings were held  from the date of his joining till end of the year. 
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Dividend
The Bank has issued Bonus Shares 
(B-8) at the rate of 11.12% to the 
shareholders of the Bank during 

the year 2013. This has increased 
the Bank's paid-up capital to Rs.10 
billion hence complied with the 

Minimum Capital Requirement of 
the SBP for the year 2013.

Credit Rating
To provide maximum information 
about the entity to the stakehold-
ers for arriving at a calculated 
decision for investment and to 
encourage healthy competition 
with an emphasis to improve the 
financial matters of the entities, 
the State Bank of Pakistan required 
that all banks/DFIs should get 
themselves credit rated with effect 
from  June 30, 2001. 

Credit rating is an independent 
view of the professional bodies 
i.e. credit rating agencies that 
states about the capacity of an 
entity to meet its obligations and 
is based on various quantitative 
and qualitative aspects. The Bank 
of Khyber has been rated by two 
different credit rating companies. 

According to JCR-VIS Credit 
Rating Company Ltd. (JCR-VIS), 
the medium to long term entity 
rating of the Bank has been 
maintained at "A" (Single A) 
whereas the short term rating has 

been upgraded from "A2" (A Two) 
to "A1" (A One). Outlook on the 
assigned rating is "Stable".

The Pakistan Credit Rating 
Agency Limited (PACRA) has 
upgraded the long term entity 
rating of the Bank from "A-" (A 
Minus) to "A" (Single A). The short 
term entity rating has also been 
upgraded from "A2" (A Two) to 
"A1" (A One). Rating outlook is 
"Stable".

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

According to the rating scales 
used by the above two companies 
and circulated by the State Bank of 
Pakistan, the Bank's ratings means:

JCR-VIS (Medium to Long term)

A+, A, A- : Good credit quality. 
Protection factors are adequate. 
Risk factors may vary with the 

possible changes in the economy.   

JCR-VIS (Short Term)

A-1 :  High certainty of payment. 
Liquidity factors are excellent and 
supported by good fundamental 
protection factors. Risk factors are 
minor.  

PACRA (Long Term)

A   -   High Credit Quality 

'A' ratings denote a low expectation 
of credit risk. This capacity for 
timely payment of financial 
commitments is considered strong. 
This capacity may, nevertheless, be 
more vulnerable to changes in 
circumstances or in economic 
conditions than is the case for 
higher ratings.

PACRA (Short Term)

A1  : Obligations supported by a 
strong capacity for timely repay-
ment. 

Value of Investments in Employees Retirement Benefit Funds
Book Value of Investments of Provident and Gratuity Funds as per un-audited accounts of these funds for the year 
ended December 31, 2013 are Rs.714.60 million and Rs.343.95 million respectively.
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Pattern of Shareholding
The pattern and category of shareholding as at December 31, 2013 is annexed with the report. 

Six Years Operating & Financial Data
The necessary information is presented in the report. 

Earnings Per Share
Earnings per share for the year 2013 is Rs.1.15.

Auditors
The present auditors Messrs. 
Deloitte M. Yousuf Adil Saleem & 
Co., Chartered Accountants have 
completed their term of five years 
in pursuance of the Code of 
Corporate Governance and hence 
declared retired. 

The Board of Directors on the 
recommendation of the Audit 
Committee has recommended 
Messrs. Anjum Asim Shahid 
Rehman (Grant Thornton), 
Chartered Accountants, as 
statutory auditors for the next 

term; i.e. for the year ending 
December 31, 2014 in place of 
retiring auditors Messrs. Deloitte 
M. Yousuf Adil Saleem & Co., 
Chartered Accountants.
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March 04, 2014 On behalf of the Board of Directors

Imran Samad
Managing Director (Acting)

There have not been any 
material events that 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.

Events after the Balance Sheet date
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Head of Risk Management Division
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with the  Code of Corporate Governance  for the year ended December 31, 2013 

This statement is being presented to comply with the Code of Corporate Governance (the Code) framed 
by the Securities and Exchange Commission of Pakistan for the purpose of establishing a framework of 
good governance, to manage a company in compliance with best practices of corporate governance, 
which has been made applicable to banks by the State Bank of Pakistan (SBP) through regulation G-1 of 
Prudential Regulations for Corporate / Commercial Banking and to listed entities through Regulation No. 
35 of the Listing Regulations of the Karachi Stock Exchange.

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

1. The Bank encourages representation of independent non-executive Directors and Directors 
representing minority interests on its Board of Directors (the Board). At present the Board includes: 

 Category     Names

 Non-Executive Directors    Mr. Khalid Pervez (Chairman)
        Syed Said Badshah Bukhari
        Mr. Maqsood Ismail Ahmad
        Mr. Sajjad Ahmad
        Dr. Ihsanul Haq
 Executive Directors     Mr. Imran Samad (Managing Director-Acting)
 Independent Directors    Mr. Asad Muhammad Iqbal
        Mr. Javed Akhtar

The independent directors meet the criteria of independence under clause i (b) of the Code. 

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

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

4. No casual vacancy occurred on the Board during the year. However, three directors namely 
Mr. Attaullah Khan (Chairman), Sahibzada Saeed Ahmad and Mir Javed Hashmat were replaced by 
Mr. Khalid Pervez (Chairman), Syed Said Badshah Bukhari and Dr. Ihsanul Haq by the Government of 
Khyber Pakhtunkhwa. Further, during the year, term of Managing Director Mr. Bilal Mustafa was 
completed and currently Mr. Imran Samad is the Acting Managing Director..
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5. 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.  

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

7. All the powers of the Board have been duly exercised and necessary administrative, financial and credit 
discretionary powers have been delegated to the management. In accordance with section 12 of The 
Bank of Khyber Act, 1991 (as amended) the powers of appointment of the Managing Director and 
determination of the terms and conditions of such appointment rest with the Government of Khyber 
Pakhtunkhwa.

8. The meetings of the Board were presided over by the Chairman and, in his absence, by a Director 
elected by the Board for this purpose and the Board met at least once in every quarter. A total of seven 
meetings were held during the year. Every endeavour is made to circulate written notices of the Board 
meetings, along with agenda and working papers, at least seven days before the meetings. The minutes 
of the meetings were appropriately recorded and circulated.

9. The Directors have familiarized themselves with their responsibilities under the Code. The Code 
requires that every year a minimum of one director on the Board shall acquire the certification under 
directors' training program. During the year, Mr. Asad Muhammad Iqbal has attended directors' training 
courses and the certification is pending. Mr. Maqsood Ismail Ahmad is exempt from directors' training 
program based on his education and experience however, none of the other directors have completed 
the above mentioned certification requirement during the year. The Bank will endeavour to arrange 
directors' training program and orientation course next year for their Directors to acquaint them with the 
Code, applicable laws and their duties and responsibilities.

10. The Board approved the appointment of CFO, Company Secretary and Head of Internal Audit, including 
their remuneration and terms and conditions of employment.  No new appointment has been made in 
the financial year.

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

12. The financial statements of the Bank were duly endorsed by the Managing Director (Acting) and CFO 
before approval of the Board. 



Statement of Compliance
with the  Code of Corporate Governance  for the year ended December 31, 2013 

13. The Directors, the Managing Director (Acting) and executives do not hold any interest in the 
shares of the Bank other than that disclosed in the pattern of shareholding. 

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

15. The Board has formed an Audit Committee. It comprises of four members, of whom  two are 
non-executive Directors and two of the members including the Chairman are independent 
directors.  

16. The meetings of the Audit Committee were held at least once every quarter prior to approval of 
interim and final results of the Bank and as required by the Code. A total of six meetings of the 
Audit Committee were held during the year. The terms of reference of the committee have been 
formed and advised to the committee for compliance. 

17. The Board has formed a Human Resource and Remuneration Committee. It comprises of five 
members. Two of whom are non-executive directors including the Chairman of the committee 
and two members are independent directors. The fifth member is the Managing Director 
(Acting).  

18. The Board has set up an Internal Audit function. The staff in Internal Audit function has the 
experience for the purpose and are conversant with the policies and procedures of the Bank. 
Currently, the Head of Internal Audit does not meet the qualification requirements as described 
in the Code. 

19. 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 
(ICAP), that they or any of the partners of the firm, their spouses and minor children do not hold 
shares of the Bank and that the firm and all its partners are in compliance with International 
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP. 

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

21. The 'closed period', prior to the announcement of interim / final results, and business decisions, 
which may materially affect the market price of Bank's securities, was determined and intimated to 
directors, employees and the Karachi Stock Exchange. 
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22. Material / price sensitive information has been disseminated among all market participants at once 
through stock exchange.

23. We confirm that all other material principles enshrined in the Code have been complied with. 

March 04, 2014 On behalf of the Board of Directors

Imran Samad
Managing Director (Acting)
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We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of Corporate 
Governance (the Code) prepared by the Board of Directors of The Bank of Khyber (the Bank) for the year ended December 
31, 2013 to comply with the Regulation G - 1 of the Prudential Regulations for Corporate / Commercial Banking issued by 
the State Bank of Pakistan and Listing Regulation No. 35 of the Karachi Stock Exchange Limited, where the Bank is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Bank. Our responsibility is to review, 
to the extent where such compliance can be objectively verified, whether the Statement of Compliance reflects the status 
of the Bank's compliance with the provisions of the Code and report if it does not and to highlight any non-compliance 
with the requirements of the Code. 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 Code. 

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 Code requires 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 distinguishing between 
transactions carried out on terms equivalent to those that prevail in arm's length transactions and transactions which are 
not executed at arm's length price and recording proper justification for using such alternate pricing mechanism. We are 
only required and have ensured compliance of this requirement to the extent of approval of the related party transactions 
by the Board of Directors upon recommendation of the audit committee. We have not carried out any procedures to 
determine whether the related party transactions were undertaken at arm's length price or not.

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 best practices contained in the Code as 
applicable to the Bank for the year ended December 31, 2013. 

Further, we have highlighted below instances of non-compliance with the requirements of the Code as reflected in the 
paragraph references where these are stated in the enclosed Statement of Compliance: 

 Paragraph Description
 reference

i.      9 Non-compliance regarding requirements in respect of directors' training program introduced 
  by the revised Code of Corporate Governance 2012; and 
ii.     18 Non-compliance regarding the qualification requirements in respect of the Head of   
  Internal Audit introduced by the revised Code of Corporate Governance 2012.

Chartered Accountants
Karachi 
March 4, 2014 

REVIEW REPORT TO THE MEMBERS ON THE STATEMENT OF
COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE
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Our Internal Control System comprises of control environment and control procedures. The management assumes the 
responsibility of establishing and maintaining adequate internal controls and procedures under the policies approved 
by the Board. The Bank has documented procedures and manuals, which incorporate the internal controls applicable while 
conducting any banking transactions. The system of internal control is designed to minimize the risk of failure to achieve 
the organization's aims and objectives. The management is also responsible for evaluating the effectiveness of the bank's 
internal control system that covers material matters by reviewing control objective, significant policies and procedures. 
The system of internal control being followed by the Bank is considered adequate in design and is being effectively 
implemented and monitored. These procedures are revised and updated as and when required and all the updations are 
appropriately approved by the competent authorities. Due attention is also being given to formalizing systems and 
enhancing the competence and knowledge of the staff. 

The Internal Audit Division (IAD) of the Bank reviews the adequacy and implementation of internal controls on a regular 
basis and deficiencies if any are followed up until they are rectified. However, it may be understood that, Internal Control 
System is designed to manage rather than eliminate the risk of failure inherent in the desired business transactions and 
can only provide reasonable and not absolute assurance against material misstatements in financial statement or prevention 
of business loss. BOK is duly observing compliance with the requirements and timelines of Staged roadmap for 
implementation of the State Bank of Pakistan (SBP) Internal Control Guidelines.

The Bank has adopted internationally accepted COSO Internal Control - Integrated Framework for overall set of Internal 
Controls for ensuring compliance with SBP Guidelines. The external auditors have submitted the
"Long-Form Review Report" as of September 30, 2012 on January 23, 2013 which was later on submitted to SBP. The next 
due date for the "Long-Form Review Report" is June 30, 2014 which would be shared accordingly with SBP. 

  On behalf of the Board of Directors

                                       Imran Samad 
March 4, 2014            Managing Director (Acting)

Statement of Internal Control

                                      Imran Samad 
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Main attraction for the establishment of an Islamic Bank is to safeguard the Muslims from indulging into non Shariah 
Complaint transactions in their financial affairs. Therefore, Islamic banking and adherence to the Shariah rules go hand 
in hand. IBG of BOK ensures strict devotion to Shariah through following proper check and balance mechanism: 

Shariah Supervisory Committee and Shariah Advisor

The bank has a full time Shariah Advisor and Shariah Supervisory Committee (SSC) comprising of well known scholars 
to examine and approve all agreements policies and other relevant documents of all types, related to services offered by 
Islamic Banking Group of BOK. The Shariah Supervisory Committee of The Bank of Khyber Comprises of following Scholars.

l Mufti Muhammad Zahid Chairman
l Syed Muhammad Abbass Member
l Dr. Dost Muhammad Khan Member
l Dr. Shahzad Iqbal Sham Member
l Mr. Muhammad Ayub Member

Shariah Compliance and Shariah Audit 

Shariah compliance has always been the strength of IBG of BOK where no compromise is made on Shariah principles. 
Shariah compliance mechanism at IBG operates at different levels ranging from customer visits, designing of specific 
process flows for financing products, random transaction reviews for formal Shariah Audit. Shariah Compliance and Shariah 
Audit work in close liaison with Shariah Advisor, Internal Audit and Compliance dept of the bank to ensure Shariah 
compliance through multiple cross functional checks.      

In the year 2013 the Shariah Audit Unit has conducted Shariah Audit of all Islamic banking branches and submitted their 
detail branch-wise report to Shariah Department for advising appropriate action. Based on the Shariah Advisor comments, 
Shariah Compliance Unit has taken corrective measures and where deemed necessary, income is classified as charity.

Apart from above, as Shariah Advisor, I have reviewed policies and operations of Islamic banking group and Islamic 
banking branches during the year 2013 to firm up an opinion as to whether they have complied with the Shariah rules & 
principles and also with the specific Fatwas issued by SSC/Shariah Advisor along-with instructions and guidelines issued 
by SBP from time to time. Keeping in view the above scenario, I am of the opinion that;  

1. The business affairs of IBG (BOK) have been generally carried out in accordance with the rules and principles of 
Shariah. The products, polices, agreements and all operations conducted by the Islamic banking Group during the 
year ended 2013 are in compliance with Shariah guidelines given by the SSC and SBP. 

2. Profit Distribution Mechanism and allocation of funds, expenses, weightages and other affairs of the bank conform 
to the basis vetted by SSC in accordance with Islamic rules and principles. 

3. All sources of income of the bank are Shariah compliant and any earning which has been realized from sources not Compliant 
with Shariah Guidelines, Islamic rules and principles have been transferred to the Charity Account and distributed as per 
approved guidelines of SBP/SSC. It is worth mentioning here that other than above a few mistakes in documentation had 
also been pointed out by the Shariah Audit Unit which did not render the income to be non Shariah compliant were addressed 
as per instructions issued by the Shariah Department.  

4. An amount of Rs. 4.29 million was transferred to the Charity Payable Account and an amount of  Rs. 3.429 million was 
disbursed from the account after approval of the Shariah Advisor.

Shariah Advisor Report

Alhamdulillah, all praises and thanks to Allah (SWT).

It gives me immense pleasure to comment on the performance of the Islamic Banking of Bank of Khyber (BOK) for the 
year ended December 31, 2013. This year marks the achievement of a number of significant milestones in the history of 
BOK that is a testimony of blessings of Allah (SWT).

Review of Assets

Total financing portfolio of Islamic Banking Group (IBG) of BOK reached Rs. 4.996 billion as of December 31, 2013. All 
transactions were executed using Shariah-compliant financing agreements. Islamic Banking Group provides financing 
through the following products:

1. Ijarah 2.     Murabaha 
3. Diminishing Musharakah 4.     Musharakah
5. Mudarabah 6.     Istisna
7. Collection of bills under Wakala  8.     Share Purchase
9. Import & Export finance under Islamic Banking        10.   Export Refinancing

Review of Liabilities

On the liability side, Islamic banking of BOK offered different Shariah-compliant deposit products based on the mode of 
'Musharakah' and 'Qard'. Total deposits of the Islamic Banking Group reached a sum of Rs. 16.64 billion as at December 
31, 2013. During the year, IBG accepted deposits on the mode of Musharakah/Wakala for short-term liquidity management 
from inter-bank market and corporate clients. It is heartening to observe that the improved profit payment mechanism 
for Certificates of Islamic Investments and other Term Deposits has been successfully implemented as directed by the 
Shariah Supervisory Committee of the Bank. 

Throughout the year, the process of allocation of assets to various deposit pools, announcement of weightages (profit 
sharing ratios) for Musharakah based deposits and distribution of income to deposit accounts was monitored and reviewed 
in accordance with Shariah rules and principles. Presently IBG is offering the following types of deposit accounts:

1. Current Accounts
2. Interest Free PLS Saving Accounts
3. Riba Free Certificates
4. Call Deposits
5. Riba Free Special Deposit Pool Deposits/Certificate  
6. Riba Free Special Deposit Poll for Banks
7. Riba Free Special Deposit Poll for Mutual Funds

Islamic Banking Group continued with its aggressive branch expansion plan during 2013 and expanded to 44 Islamic 
banking branches in over 30 cities of the country. This has further strengthened Islamic banking group's ability to create 
awareness and deliver Islamic banking products and services throughout the country. IBG also continued its support for 
development of Islamic banking to institutions including State Bank, National Institute of Banking and Finance (NIBAF), 
Chamber of Commerce, International Islamic University, Islamabad, Sheikh Zayed Islamic Center, Peshawar, City University 
Peshawar, Iqra University, Peshawar, Al-Huda Center of Islamic Banking & Finance and Institute of Management Sciences, 
Peshawar. 

In the end it is stated that it is the responsibility of management to inculcate Shariah compliance culture within the 
organization and should regularly remind the frontline staff about the importance of Shariah and its impact on the Islamic 
Banking spirit if Shariah principles and practices are not observed, and to always place Shariah as the utmost requirement 
in the formulation of all procedures and activities of Islamic banking.  

Recommendations

Based on the observations pointed out by Shariah Audit Unit, my visits to the branches and feedback from several 
areas to inculcate Shariah compliance culture within the organization, I recommend the following: 

1. Knowledge deficiency is found as the main cause behind mistakes. Adequate Training on Islamic Banking has not 
been imparted to the staff during the year. Specially designed training covering various areas of Islamic banking 
should be arranged on Regular basis to improve the knowledge and skills of the Islamic banking staff.

2. Due care should be given to the mindset, Islamic banking knowledge and commitment towards the cause of Islamic 
banking during the process of hiring of new staff for Islamic banking. Moreover, a proper testing system should also 
be introduced whereby every Islamic banking branch manager, operations Incharge, credit Incharge and Departmental 
head have to qualify to hold/maintain his position.

3. In the areas where IBBs have more female clients, separate Women Banking Counters should be established to 
facilitate female customers.

4. Additional checks and balances should be put in place to mitigate the risk of loss of income due to non Shariah compliance.

5. In order to have strong systems and controls for profit distribution and pool management, the Bank should accelerate 
the implementation process of IT-based pool management, asset allocation and profit distribution system.

6. The Bank needs to take immediate measures to improve the percentage of direct payments in Murabaha transactions.

May Allah bless us with the best Tawfeeq and keep us on the right way and forgive our mistakes.  Ameen

Qazi Abdul Samad
Shariah Advisor
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Main attraction for the establishment of an Islamic Bank is to safeguard the Muslims from indulging into non Shariah 
Complaint transactions in their financial affairs. Therefore, Islamic banking and adherence to the Shariah rules go hand 
in hand. IBG of BOK ensures strict devotion to Shariah through following proper check and balance mechanism: 

Shariah Supervisory Committee and Shariah Advisor

The bank has a full time Shariah Advisor and Shariah Supervisory Committee (SSC) comprising of well known scholars 
to examine and approve all agreements policies and other relevant documents of all types, related to services offered by 
Islamic Banking Group of BOK. The Shariah Supervisory Committee of The Bank of Khyber Comprises of following Scholars.

l Mufti Muhammad Zahid Chairman
l Syed Muhammad Abbass Member
l Dr. Dost Muhammad Khan Member
l Dr. Shahzad Iqbal Sham Member
l Mr. Muhammad Ayub Member

Shariah Compliance and Shariah Audit 

Shariah compliance has always been the strength of IBG of BOK where no compromise is made on Shariah principles. 
Shariah compliance mechanism at IBG operates at different levels ranging from customer visits, designing of specific 
process flows for financing products, random transaction reviews for formal Shariah Audit. Shariah Compliance and Shariah 
Audit work in close liaison with Shariah Advisor, Internal Audit and Compliance dept of the bank to ensure Shariah 
compliance through multiple cross functional checks.      

In the year 2013 the Shariah Audit Unit has conducted Shariah Audit of all Islamic banking branches and submitted their 
detail branch-wise report to Shariah Department for advising appropriate action. Based on the Shariah Advisor comments, 
Shariah Compliance Unit has taken corrective measures and where deemed necessary, income is classified as charity.

Apart from above, as Shariah Advisor, I have reviewed policies and operations of Islamic banking group and Islamic 
banking branches during the year 2013 to firm up an opinion as to whether they have complied with the Shariah rules & 
principles and also with the specific Fatwas issued by SSC/Shariah Advisor along-with instructions and guidelines issued 
by SBP from time to time. Keeping in view the above scenario, I am of the opinion that;  

1. The business affairs of IBG (BOK) have been generally carried out in accordance with the rules and principles of 
Shariah. The products, polices, agreements and all operations conducted by the Islamic banking Group during the 
year ended 2013 are in compliance with Shariah guidelines given by the SSC and SBP. 

2. Profit Distribution Mechanism and allocation of funds, expenses, weightages and other affairs of the bank conform 
to the basis vetted by SSC in accordance with Islamic rules and principles. 

3. All sources of income of the bank are Shariah compliant and any earning which has been realized from sources not Compliant 
with Shariah Guidelines, Islamic rules and principles have been transferred to the Charity Account and distributed as per 
approved guidelines of SBP/SSC. It is worth mentioning here that other than above a few mistakes in documentation had 
also been pointed out by the Shariah Audit Unit which did not render the income to be non Shariah compliant were addressed 
as per instructions issued by the Shariah Department.  

4. An amount of Rs. 4.29 million was transferred to the Charity Payable Account and an amount of  Rs. 3.429 million was 
disbursed from the account after approval of the Shariah Advisor.

Alhamdulillah, all praises and thanks to Allah (SWT).

It gives me immense pleasure to comment on the performance of the Islamic Banking of Bank of Khyber (BOK) for the 
year ended December 31, 2013. This year marks the achievement of a number of significant milestones in the history of 
BOK that is a testimony of blessings of Allah (SWT).

Review of Assets

Total financing portfolio of Islamic Banking Group (IBG) of BOK reached Rs. 4.996 billion as of December 31, 2013. All 
transactions were executed using Shariah-compliant financing agreements. Islamic Banking Group provides financing 
through the following products:

1. Ijarah 2.     Murabaha 
3. Diminishing Musharakah 4.     Musharakah
5. Mudarabah 6.     Istisna
7. Collection of bills under Wakala  8.     Share Purchase
9. Import & Export finance under Islamic Banking        10.   Export Refinancing

Review of Liabilities

On the liability side, Islamic banking of BOK offered different Shariah-compliant deposit products based on the mode of 
'Musharakah' and 'Qard'. Total deposits of the Islamic Banking Group reached a sum of Rs. 16.64 billion as at December 
31, 2013. During the year, IBG accepted deposits on the mode of Musharakah/Wakala for short-term liquidity management 
from inter-bank market and corporate clients. It is heartening to observe that the improved profit payment mechanism 
for Certificates of Islamic Investments and other Term Deposits has been successfully implemented as directed by the 
Shariah Supervisory Committee of the Bank. 

Throughout the year, the process of allocation of assets to various deposit pools, announcement of weightages (profit 
sharing ratios) for Musharakah based deposits and distribution of income to deposit accounts was monitored and reviewed 
in accordance with Shariah rules and principles. Presently IBG is offering the following types of deposit accounts:

1. Current Accounts
2. Interest Free PLS Saving Accounts
3. Riba Free Certificates
4. Call Deposits
5. Riba Free Special Deposit Pool Deposits/Certificate  
6. Riba Free Special Deposit Poll for Banks
7. Riba Free Special Deposit Poll for Mutual Funds

Islamic Banking Group continued with its aggressive branch expansion plan during 2013 and expanded to 44 Islamic 
banking branches in over 30 cities of the country. This has further strengthened Islamic banking group's ability to create 
awareness and deliver Islamic banking products and services throughout the country. IBG also continued its support for 
development of Islamic banking to institutions including State Bank, National Institute of Banking and Finance (NIBAF), 
Chamber of Commerce, International Islamic University, Islamabad, Sheikh Zayed Islamic Center, Peshawar, City University 
Peshawar, Iqra University, Peshawar, Al-Huda Center of Islamic Banking & Finance and Institute of Management Sciences, 
Peshawar. 

In the end it is stated that it is the responsibility of management to inculcate Shariah compliance culture within the 
organization and should regularly remind the frontline staff about the importance of Shariah and its impact on the Islamic 
Banking spirit if Shariah principles and practices are not observed, and to always place Shariah as the utmost requirement 
in the formulation of all procedures and activities of Islamic banking.  

Recommendations

Based on the observations pointed out by Shariah Audit Unit, my visits to the branches and feedback from several 
areas to inculcate Shariah compliance culture within the organization, I recommend the following: 

1. Knowledge deficiency is found as the main cause behind mistakes. Adequate Training on Islamic Banking has not 
been imparted to the staff during the year. Specially designed training covering various areas of Islamic banking 
should be arranged on Regular basis to improve the knowledge and skills of the Islamic banking staff.

2. Due care should be given to the mindset, Islamic banking knowledge and commitment towards the cause of Islamic 
banking during the process of hiring of new staff for Islamic banking. Moreover, a proper testing system should also 
be introduced whereby every Islamic banking branch manager, operations Incharge, credit Incharge and Departmental 
head have to qualify to hold/maintain his position.

3. In the areas where IBBs have more female clients, separate Women Banking Counters should be established to 
facilitate female customers.

4. Additional checks and balances should be put in place to mitigate the risk of loss of income due to non Shariah compliance.

5. In order to have strong systems and controls for profit distribution and pool management, the Bank should accelerate 
the implementation process of IT-based pool management, asset allocation and profit distribution system.

6. The Bank needs to take immediate measures to improve the percentage of direct payments in Murabaha transactions.

May Allah bless us with the best Tawfeeq and keep us on the right way and forgive our mistakes.  Ameen

Qazi Abdul Samad
Shariah Advisor
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Main attraction for the establishment of an Islamic Bank is to safeguard the Muslims from indulging into non Shariah 
Complaint transactions in their financial affairs. Therefore, Islamic banking and adherence to the Shariah rules go hand 
in hand. IBG of BOK ensures strict devotion to Shariah through following proper check and balance mechanism: 

Shariah Supervisory Committee and Shariah Advisor

The bank has a full time Shariah Advisor and Shariah Supervisory Committee (SSC) comprising of well known scholars 
to examine and approve all agreements policies and other relevant documents of all types, related to services offered by 
Islamic Banking Group of BOK. The Shariah Supervisory Committee of The Bank of Khyber Comprises of following Scholars.

l Mufti Muhammad Zahid Chairman
l Syed Muhammad Abbass Member
l Dr. Dost Muhammad Khan Member
l Dr. Shahzad Iqbal Sham Member
l Mr. Muhammad Ayub Member

Shariah Compliance and Shariah Audit 

Shariah compliance has always been the strength of IBG of BOK where no compromise is made on Shariah principles. 
Shariah compliance mechanism at IBG operates at different levels ranging from customer visits, designing of specific 
process flows for financing products, random transaction reviews for formal Shariah Audit. Shariah Compliance and Shariah 
Audit work in close liaison with Shariah Advisor, Internal Audit and Compliance dept of the bank to ensure Shariah 
compliance through multiple cross functional checks.      

In the year 2013 the Shariah Audit Unit has conducted Shariah Audit of all Islamic banking branches and submitted their 
detail branch-wise report to Shariah Department for advising appropriate action. Based on the Shariah Advisor comments, 
Shariah Compliance Unit has taken corrective measures and where deemed necessary, income is classified as charity.

Apart from above, as Shariah Advisor, I have reviewed policies and operations of Islamic banking group and Islamic 
banking branches during the year 2013 to firm up an opinion as to whether they have complied with the Shariah rules & 
principles and also with the specific Fatwas issued by SSC/Shariah Advisor along-with instructions and guidelines issued 
by SBP from time to time. Keeping in view the above scenario, I am of the opinion that;  

1. The business affairs of IBG (BOK) have been generally carried out in accordance with the rules and principles of 
Shariah. The products, polices, agreements and all operations conducted by the Islamic banking Group during the 
year ended 2013 are in compliance with Shariah guidelines given by the SSC and SBP. 

2. Profit Distribution Mechanism and allocation of funds, expenses, weightages and other affairs of the bank conform 
to the basis vetted by SSC in accordance with Islamic rules and principles. 

3. All sources of income of the bank are Shariah compliant and any earning which has been realized from sources not Compliant 
with Shariah Guidelines, Islamic rules and principles have been transferred to the Charity Account and distributed as per 
approved guidelines of SBP/SSC. It is worth mentioning here that other than above a few mistakes in documentation had 
also been pointed out by the Shariah Audit Unit which did not render the income to be non Shariah compliant were addressed 
as per instructions issued by the Shariah Department.  

4. An amount of Rs. 4.29 million was transferred to the Charity Payable Account and an amount of  Rs. 3.429 million was 
disbursed from the account after approval of the Shariah Advisor.

Alhamdulillah, all praises and thanks to Allah (SWT).

It gives me immense pleasure to comment on the performance of the Islamic Banking of Bank of Khyber (BOK) for the 
year ended December 31, 2013. This year marks the achievement of a number of significant milestones in the history of 
BOK that is a testimony of blessings of Allah (SWT).

Review of Assets

Total financing portfolio of Islamic Banking Group (IBG) of BOK reached Rs. 4.996 billion as of December 31, 2013. All 
transactions were executed using Shariah-compliant financing agreements. Islamic Banking Group provides financing 
through the following products:

1. Ijarah 2.     Murabaha 
3. Diminishing Musharakah 4.     Musharakah
5. Mudarabah 6.     Istisna
7. Collection of bills under Wakala  8.     Share Purchase
9. Import & Export finance under Islamic Banking        10.   Export Refinancing

Review of Liabilities

On the liability side, Islamic banking of BOK offered different Shariah-compliant deposit products based on the mode of 
'Musharakah' and 'Qard'. Total deposits of the Islamic Banking Group reached a sum of Rs. 16.64 billion as at December 
31, 2013. During the year, IBG accepted deposits on the mode of Musharakah/Wakala for short-term liquidity management 
from inter-bank market and corporate clients. It is heartening to observe that the improved profit payment mechanism 
for Certificates of Islamic Investments and other Term Deposits has been successfully implemented as directed by the 
Shariah Supervisory Committee of the Bank. 

Throughout the year, the process of allocation of assets to various deposit pools, announcement of weightages (profit 
sharing ratios) for Musharakah based deposits and distribution of income to deposit accounts was monitored and reviewed 
in accordance with Shariah rules and principles. Presently IBG is offering the following types of deposit accounts:

1. Current Accounts
2. Interest Free PLS Saving Accounts
3. Riba Free Certificates
4. Call Deposits
5. Riba Free Special Deposit Pool Deposits/Certificate  
6. Riba Free Special Deposit Poll for Banks
7. Riba Free Special Deposit Poll for Mutual Funds

Islamic Banking Group continued with its aggressive branch expansion plan during 2013 and expanded to 44 Islamic 
banking branches in over 30 cities of the country. This has further strengthened Islamic banking group's ability to create 
awareness and deliver Islamic banking products and services throughout the country. IBG also continued its support for 
development of Islamic banking to institutions including State Bank, National Institute of Banking and Finance (NIBAF), 
Chamber of Commerce, International Islamic University, Islamabad, Sheikh Zayed Islamic Center, Peshawar, City University 
Peshawar, Iqra University, Peshawar, Al-Huda Center of Islamic Banking & Finance and Institute of Management Sciences, 
Peshawar. 

Shariah Advisor Report
In the end it is stated that it is the responsibility of management to inculcate Shariah compliance culture within the 
organization and should regularly remind the frontline staff about the importance of Shariah and its impact on the Islamic 
Banking spirit if Shariah principles and practices are not observed, and to always place Shariah as the utmost requirement 
in the formulation of all procedures and activities of Islamic banking.  

Recommendations

Based on the observations pointed out by Shariah Audit Unit, my visits to the branches and feedback from several 
areas to inculcate Shariah compliance culture within the organization, I recommend the following: 

1. Knowledge deficiency is found as the main cause behind mistakes. Adequate Training on Islamic Banking has not 
been imparted to the staff during the year. Specially designed training covering various areas of Islamic banking 
should be arranged on Regular basis to improve the knowledge and skills of the Islamic banking staff.

2. Due care should be given to the mindset, Islamic banking knowledge and commitment towards the cause of Islamic 
banking during the process of hiring of new staff for Islamic banking. Moreover, a proper testing system should also 
be introduced whereby every Islamic banking branch manager, operations Incharge, credit Incharge and Departmental 
head have to qualify to hold/maintain his position.

3. In the areas where IBBs have more female clients, separate Women Banking Counters should be established to 
facilitate female customers.

4. Additional checks and balances should be put in place to mitigate the risk of loss of income due to non Shariah compliance.

5. In order to have strong systems and controls for profit distribution and pool management, the Bank should accelerate 
the implementation process of IT-based pool management, asset allocation and profit distribution system.

6. The Bank needs to take immediate measures to improve the percentage of direct payments in Murabaha transactions.

May Allah bless us with the best Tawfeeq and keep us on the right way and forgive our mistakes.  Ameen

Qazi Abdul Samad
Shariah Advisor
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed statement of financial position of The Bank of Khyber (the Bank) as at December 31, 2013 
and the related profit and loss account, statement of comprehensive income, cash flow statement and statement of changes 
in equity together with the notes forming part thereof (here-in-after referred to as the 'financial statements') for the year 
then ended, in which are incorporated the unaudited certified returns from the branches except for 8 branches which 
have been audited by us and we state that we have obtained all the information and explanations which, to the best of our 
knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Bank's Board of Directors to establish and maintain a system of internal control, and prepare 
and present the financial statements in conformity with approved accounting standards and the requirements of the 
Banking Companies Ordinance, 1962 (LVII of 1962), and the Companies Ordinance, 1984 (XLVII of 1984). Our responsibility 
is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing as applicable in Pakistan. These 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements 
are free of any material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing accounting policies and significant estimates 
made by management, as well as, evaluating the overall presentation of the financial statements. We believe that our audit 
provides a reasonable basis for our opinion and after due verification, which in the case of loans and advances covered 
more than 60% of the total loans and advances of the Bank, we report that:

a) in our opinion, proper books of account have been kept by the Bank as required by the Companies Ordinance, 
 1984 (XLVII of 1984), and the returns referred to above received from the branches have been found adequate 
 for the purposes of our audit;

b) in our opinion:

 i) the statement of financial position and profit and loss account together with the notes thereon have 
  been drawn up in conformity with the Banking Companies Ordinance, 1962 (LVII of 1962), and the 
  Companies Ordinance, 1984 (XLVII of 1984), and are in agreement with the books of account and are 
  further in accordance with accounting policies consistently applied, except for the change as disclosed 
  in note 4.4 to the financial statements;

 ii) the expenditure incurred during the year was for the purpose of the Bank's business; and 

 iii) the business conducted, investments made and the expenditure incurred during the year were in accordance 
  with the objects of the Bank and the transactions of the Bank which have come to our notice have been 
  within the powers of the Bank;
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c) in our opinion and to the best of our information and according to the explanations given to us, the statement 
 of financial position, profit and loss account, statement of comprehensive income, cash flow statement and 
 statement of changes in equity together with the notes forming part thereof conform with approved 
 accounting standards as applicable in Pakistan, and give the information required by the Banking Companies 
 Ordinance, 1962 (LVII of 1962), and the Companies Ordinance, 1984 (XLVII of 1984), in the manner so required 
 and give a true and fair view of the state of the Bank's affairs as at December 31, 2013 and its true balance 
 of the profit, its comprehensive income, its cash flows and changes in equity for the year then ended; and 

d)  in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was 
 deducted by the Bank and deposited in the Central Zakat Fund established under section 7 of that Ordinance. 

Chartered Accountants
Engagement Partner: 
Asad Ali Shah

Date: March 04, 2014
Place: Karachi
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Folio No.______________ CDC Participant Identity Card No.______________ CDC A/C No.______

I/We ____________________________________ of __________________________________a member/

members of The Bank of Khyber, and holder of __________________________________ shares do 

hereby appoint___________________________________ of _____________________________ or failing 

him /her______________________________________ of ______________________________ who is also 

a member of the Company, vide Registered Folio No.___________________________ as my/our 

proxy to attend, speak and vote for me/us and on my/our behalf at the 23rd Annual General 

Meeting of the Bank to be held on Friday, March 28, 2014 at 10:00 am at The Bank of Khyber, Head 

Office, 24-The Mall. Peshawar Cantt. and at any adjournment thereof.

As witness my/our hand this__________________ day of ______________ 2014.

Form of Proxy

Signature on

Five-Rupees

Revenue 

Stamp

The Signature should
agree with the

Specimen registered
with the Bank

Dated:

Place:

Notes
A. General
1. A member entitled to attend and vote at a General Meeting is entitled to appoint a proxy to attend and 

vote instead him/her. No person shall act as a proxy, who is not a member of the bank except that 
Government of Pakistan/Provincial Government/State Bank of Pakistan/ Corporation may appoint a 
person who is not a member.

2. The instrument appointing a proxy should be signed by the member or his/her attorney duly authorized 
in writing. If the member is a corporation (other that Government of Pakistan and State Bank of Pakistan), 
its common seal should be affixed on the instrument.

3. The instrument appointing a proxy, together with the Power of Attorney, if any, under which it is signed 
or a nationally certified copy thereof, should be deposited, with our Registrar/Transfer Agents, Messrs 
THK Associates (Pvt) Ltd. 2nd Floor, State Life Building No.3, Dr. Ziauddin Ahmed Road, Karachi 75530 
Pakistan, not less than 48 hours before the time of holding meeting.

4. If a member appoints more than one proxy, and more than one instrument of proxy are deposited by 
a member with the Bank, all such instruments of proxy shall be rendered invalid.

B. For CDC Account Holders
1. The proxy form shall be witnessed by two persons whose names, addresses and CNIC number shall 

be mentioned on the form.
2. Attested copies of CNIC or the passport of the beneficial owners and proxy shall be furnished with the 

proxy form.
3. The proxy shall produce his/her original CNIC or original passport at the time of the meeting.
4. In case of Government of Pakistan/Provincial Government/State Bank of Pakistan/Corporate entity, 

the Board of Director’s resolution/power of attorney with specimen signature shall be submitted along 
with proxy to the Bank.
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