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Visi
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.
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Notice of Thirty Fourth
Annual General Meeting

Notice is hereby given that Thirty Fourth Annual General Meeting of the
Shareholders of The Bank of Khyber (the Bank) will be held on Friday, March
28,2025, at 10:00 a.m. at The Bank of Khyber Head Office, BOK Tower, 24 — The
Mall, Peshawar Cantt. as well as through video link to transact the following

business:

Ordinary Business

1.

2.

To confirm the minutes of Extra Ordinary General Meeting held on May 31, 2024.

To receive, consider and adopt the Annual Audited Financial Statements of the Bank for the year ended December 31, 2024,
together with the Directors’ Report and Auditors’ Reports thereon. Further, the shareholders will be briefed by highlighting the
performance of the Bank and future endeavors.

The Annual Report 2024 which includes Audited Financial Statements of the Bank for the year ended December 31, 2024
and related reports / statements can be accessed through Bank’s website at www.bok.com.pk/annual-financial-statement or
through scanning the following QR enabled Code:

To appoint Auditors for the year ending December 31, 2025 and fix their remuneration. The Bank’s auditors M/s. PwC AF.
Ferguson & Co., Chartered Accountants, retired and being eligible, offer themselves for re-appointment.

To consider, and if thought fit, approve as recommended by the Board of Directors, final Cash Dividend for the year 2024 @
Rupees 1.70 per share i.e. 17% to the shareholders of the Bank.

Other Business

5. Any other business with the permission of the Chair.

By Order of the Board

CISRdecs N

Irfan Saleem Awan

Peshawar: March 07,2025 Company Secretary (A)
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Notes:

(i

(ii)

Share Transfer Books of the Bank will remain closed from
March 21, 2025 to March 28, 2025 (both days inclusive
to determine the names of members entitled to receive
payouts, if any, and attend and vote in the meeting).

Transfer received at the Share Registrar of the Bank M/s. THK
Associates (Pvt) Limited, Plot No. 32 — C, Jami Commercial
Street 2, Phase VI, D.H.A, Karachi, by the close of business on
March 20, 2025 will be treated in time for the purpose of above
entitlement to the transferees and of attending the meeting.

For Appointing Proxies:

a.

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

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
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 the 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.

Beneficial owners of the shares registered in the name
of Central Depository Company of Pakistan (CDC) and/
or their proxies are required to produce their original
Computerized National Identity Card (CNIC) or passport
for identification purpose at the time of attending the
meeting. The form of the proxy must be submitted
with the Bank within the stipulated time, duly witnessed
by two persons whose names, addresses and CNIC
numbers must be mentioned on the form, along with
attested copies of the CNIC or the Passport of the
beneficial owner and the proxy.

In case of corporate entity, the Board of Directors’
resolution/power of attorney with specimen signature
shall be submitted (unless it has been provided earlier)
along with the proxy form of the Bank.

The proxy shall produce his / her original CNIC or
passport for identification purposes at the time of
attending 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.10/-
Revenue Stamp.

(iii) Video Link Facility for Participation in Annual General
Meeting

a.

The Annual General Meeting is being conducted as per
guidelines circulated by SECP following arrangements
have also been made by the Bank to facilitate the
maximum participation of the shareholders in the
Annual General Meeting through video link facility, either
in-person or through appointed proxies.

If the Bank receives request from members residing at
a geographical location, to participate in the meeting
through video link, are requested to please provide
below information at Email: Irfan.saleem@bok.com.pk
or kamran.tarig@bok.com.pk at the earliest but not later
than close of business on March 25, 2025.

Full name of
shareholder/
proxy holder

Folio/CDC/
Account
Number

CNIC
Number

Email | Mobile

Company ID Number

BOK

Please note that video link and login credentials will be
shared with only those members / designated proxies
whose e-mail and other required information are
received in required time as mentioned above.

Login facility will be opened thirty (30) minutes before
the meeting time to enable the participants to join the
meeting after the identification process. Shareholders
will be able to login and participate in the meeting
proceedings through their devices after completing
all the formalities required for the identification and
verification of the shareholders.




Notice of Thirty Fourth
Annual General Meeting

FOR SHAREHOLDERS’ ATTENTION

Transmission of Annual Report 2024

SECP through its S.R.0. 389(1)/2023 dated 21 March 2023, has
allowed companies to circulate their annual balance sheet
and profit & loss account, auditor’s report and Directors’
report etc. (“Audited Financial Statements”) along with Notice
of AGM (“Notice”) to their shareholders through web link
and QR Enabled Code by discontinuing the past practice of
transmission of Audited Financial Statements through CD /
DVDs / USBs.

In accordance with the Shareholders’ approval accorded in
33rd Annual General Meeting of the Bank held on March 29,
2024, annual audited financial statements have been circulated
through QR enabled code and web link to its members.
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 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:
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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.

Zakat Declaration

That pursuant to the Zakat and Ushr Ordinance, 1980 read
with the Zakat (Collection and Refund) Rules, 1981, The Bank is
required to deduct zakat from dividend(s) and to deposit the
same with the relevant Authority.

To avail an exemption from said deduction, the shareholder(s)
are advised to provide a duly executed declaration form i.e.
CZ-50, with respect to faith and figh,

The Bank of Khyber, in any case, bears no legal responsibility
/ obligation or any financial liability whatsoever in this regard.

Postal Ballot / E-voting

In accordance with the Companies (Postal Ballot) Regulations,
2018, Section 143 and 144 of the Companies Act 2017 and
under Postal Ballot Regulation, 2018 latest amendments
circulated through SRO dated December 05, 2022, SECP
has directed all listed companies for the purpose of Polling
on Special Business, be allowed to exercise their right to vote
through postal ballot i.e. by post or e-voting, in the manner
and subject to the conditions contained in the aforesaid
regulations.

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

In accordance with Sub Section 2 of Section 72 of the
Companies Act, 2017, Companies are required “to replace
its physical shares with book entry form” in the manner
specified by the Commission.

To enable compliance with the requirement, we request the
shareholders to kindly convert shares held in Physical Form
into Book Entry Form as soon as possible. The shareholders
may contact a Broker, a PSX Member, CDC Participant or CDC
Investor Account Service to obtain assistance for opening
a CDS Account and subsequent induction of the physical
shares into Book Entry Form.



Chairman’s Review

On behalf of the Board of Directors, | am pleased to present the Annual Report of the
Bank of Khyber for the year ended December 31, 2024.

The year 2024 brought significant economic improvements for Pakistan, marked by a notable progress in key indicators viz.
declining inflation, stable exchange rate and reduction in policy rate. The economic growth in 2024 demonstrated resilience
and progress with an optimistic outlook contingent on maintaining reforms and ensuring stability.

The Bank of Khyber has demonstrated healthy performance during the year and continued to focus on improvement in all
the key areas for its long term sustainable growth. The Bank consistently upheld its commitment to providing innovative
and value-driven financial products and services. Our ongoing focus has been on advancing digital banking capabilities,
enabling customers to effortlessly perform banking transactions via mobile and online platforms. During the year, the Bank
has launched its digital master card which is a remarkable addition to its product suite.

Moreover, the Bank kept active engagement towards various initiatives of social responsibility and focused on sports,
cultures, arts, youth development, communities and various other aspects.

As Directors, we recognize the significance of sound governance practices for ensuring the efficient operations of the Bank.
We remain committed to ensuring highest level of ethical and professional standards in the Bank, adhering to applicable laws
and regulations, and providing effective oversight to management. The Board has formed subcommittees to oversee critical
areas including risk management, information technology, human resources audit and compliance. These committees play
a critical role in aligning the Bank’s strategic goals with operational practices, thereby strengthening transparency and good
governance.

Going forward, we will remain committed to achieving new milestones to meet expectations of our stakeholders. We will
continue to prioritize customer needs, innovate our offerings, and pursue operational excellence.

The Bank has recently announced initiation of the process for its conversion from conventional to Islamic. In this respect, we
remain committed to take all the steps required for achievement of this goal. This strategic initiative of the Bank is aligned
with SBP’s vision 2028 which envisions transforming the conventional banking system of Pakistan into Shariah Compliant
banking system.

| extend my sincere gratitude to our customers and shareholders for their trust and support, to the State Bank and regulatory
authorities for their guidance, and to our dedicated employees for their hard work and dedication.

On behalf of the Board of Directors, we look forward to a promising future filled with growth and prosperity.

=

Ikramullah Khan
Peshawar: March 5, 2025 Chairman
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Directors’ Report

On behalf of the Board of Directors, we are pleased to present the 34" Annual Report of

the Bank of Khyber for the financial year ended December 31, 2024.

Financial Highlights

The financial highlights of the Bank are as under:

Rs. In Million
Operating Profit 7,709
Reversal of credit loss allowance/provisions and write offs- net (426)
Profit before taxation 8,135
Taxation 4,520
Profit after taxation 3,615
Total assets 477,564
Advances - net 146,882
Investments- net 282,767
Deposits 277,642

Dividend Distribution

The Board considered and has recommended a final cash
dividend at Rs. 1.7 per share i.e. 17% for the financial year ended
December 31, 2024.

Economic Review

During the vyear, Pakistan's economy showed a steady
recovery and economy grew by 2.5%, Inflation also significantly
declined during FY2024 coupled with stable exchange rate
and reduction in policy rate by the Central Bank. The economic
growth in 2024 demonstrates resilience and progress with
an optimistic outlook contingent on maintaining reforms and
ensuring stability.

A stable currency environment, a high base effect, and a sharp
decline in food inflation contributed to a downward trend in
overall inflation throughout the year. By December 2024, CPI
inflation decreased to 4.1% from 29.7% in December 2023, with
food inflation dropping more sharply to 1.4% from 29%. This
significant reduction in inflation provided SBP with room to cut
interest rates. The benchmark policy rate was reduced by 9%,
from 22% in June 2024 to 13% by December 2024. In January
2025, the SBP further lowered the policy rate by 100 basis
points to 12%. The KSE-100 index responded positively to the
improved macroeconomic conditions, closing at 115,126 points
in December 2024, reflecting an 84% gain for the year.
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Performance Review

In a competitive operating environment, the Bank continued
its focus on long-term, multi-faceted strategy, prioritizing the
continuous enhancement of innovative, technology-driven
services for customers.

The Bank demonstrated healthy financial performance
whereby the Bank’s profit before tax was recorded at Rs. 8,135
million against Rs. 6,702 million in the previous year thereby
registering a significant growth of 21%. Due to higher tax
charge for the year, profit after tax for the year stood at Rs.
3,615 million against Rs. 3,481 million last year. This translates
into earnings per share of Rs. 3.12 against Rs. 3.01 (restated)
in 2023.

With a sizeable increase, the net mark-up / interest income
during FY-2024 stood at Rs. 16,492 million as compared to Rs.
13,893 million in the corresponding year. This is reflective of
Bank’s effective portfolio management. Non-markup / interest
income decreased due to decrease in foreign exchange
income and stood at Rs. 1,778 million as compared to Rs. 2,109
million during the previous year.

The asset base of the Bank at year-end stood at Rs. 477,564
million as against Rs. 383,186 million as of December 31, 2023,
mainly as result of increase in investment and advances.
Investments (net) stood at Rs. 282,767 million as compared to
Rs. 223,348 million as of December 31, 2023, while advances
(net) stood at Rs. 146,882 million as against Rs. 101,588 million
last year.



On the liabilities side, at the year-end, total deposits stood at
Rs. 277,642 million in comparison with Rs. 289,292 million as of
December 31, 2023. Borrowings of the Bank at the year-end
stood at Rs. 133,532 million as against Rs. 50,461 million last year.

During the year, the Bank focused on consolidation along with
selective expansion in its network to provide efficient banking
services to valued customers. To meet the diverse needs of its
clientele, the Bank is continuously strengthening both digital
and traditional banking services across Pakistan.

Moreover, the Bank continues to play an active role in all
Government and SBP initiatives aimed at improving the
economic activities in the country and the province.

Future Outlook

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

The Bank has recently announced initiation of the process
for its conversion from conventional to Islamic. In this respect,
we remain committed to taking all the steps required for the
achievement of this goal. This strategic initiative of the Bank is
aligned with SBP’s vision 2028 which envisions transforming
the conventional banking system of Pakistan into Shariah
Compliant banking system.

The Bank would be focusing on enhancing revenue growth
and profitability through cross selling various financial
products, improvement of organizational
synergistic benefits, strengthening of internal controls and
operational structure, capacity building, proficient customer
services and optimizing branch banking platform. Emphasis
will be on identification of cost rationalization opportunities
and ensuring continuous improvement towards automation
and product innovations.

structure for

The Bank intends to diversify its financing portfolio by focusing
on lending to the good quality private sector for fresh loans
with the 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. The emphasis will be on

boosting trade volumes, and increasing penetration in cash
management services.

The Bank is giving special attention to the Home Remittance
business through the broadening of the product suite and
utilization of Bank’s digital banking platform. We have recently
launched our home remittances service brand by the name of
“BOK KorPay”.

The Bank is also working towards the formation of its
proposed exchange company which will help to diversify its
revenue stream and provide synergistic benefits and business
outreach.

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.

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

Risk Management Framework

The Bank is committed to upholding robust risk management
standards, ensuring that all identifiable risks are effectively
assessed and mitigated, considering their nature, magnitude,
and concentration. To achieve this, a comprehensive
governance structure has been established at both the Board
and Management levels, ensuring strategic direction and
oversight.

Governance and Oversight

The Bank has put in place comprehensive business strategies
and policies, including those related to risk-taking and risk
management. It ensures that senior management possesses
the necessary capabilities to oversee operations effectively.
To further strengthen governance, the Board has constituted
the Board Risk Management Committee (BRMC), which
convenes regularly to review key risk areas, including Credit,
Market, Liquidity, and Operational risks. Additionally, the BRMC
monitors the management of non-performing accounts,
the interest rate environment, and the risk asset portfolio in
relation to capital adequacy.
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Directors’ Report

At the senior management level, the Bank has designated
committees responsible for specialized risk oversight. These
include:

e Head Office Credit Committees — reviewing credit
proposals and risk assessment

e Management Risk Committee (MRC) — overseeing overall
risk exposure and controls

e Assets and Liabilities Committee (ALCO) — monitoring
balance sheet risks, market risks, and liquidity

Risk Management Structure

The Bank's risk management structure is aligned with
regulatory requirements and industry best practices, ensuring
independence between risk management and business
functions to prevent conflicts of interest and maintain a strong
control environment.

Business proposals for financing, investment, or financial
institution (FI) limits are initiated by business units. These
proposals undergo detailed analysis by relevant support
officials at the Head Office before reaching the Credit Risk
Management Department for an evaluation. The Credit Risk
team assesses borrowers business dynamics, financial
standing, industry outlook, and collateral quality along with
5Cs of the Credits to form recommendations for the approving
authority.

The Credit Risk Management Policy, along with the Early
Warning Indicators (EWI) Risk  Appetite
Statement, and Risk Acceptance Criteria (RAC), establishes
a well-defined structure for risk assessment, monitoring, and
control. These frameworks ensure that risk exposure remains
within the strategic parameters set by the Board of Directors
(BoD), fostering a disciplined and proactive risk management
approach.

Framework,

The Bank is advancing toward full automation of Credit Risk
Management models, transitioning from Excel-based tools
to a comprehensive web-based solution. This strategic shift,
leveraging in-house expertise and resources, aims to enhance
efficiency, scalability, and analytical capabilities, ensuring a
robust and future-ready risk management framework.

The Loan Origination System (LOS) implementation is in its
final phase and is expected to go live soon. The Bank has
made significant investments in this digital transformation,
reinforcing a forward-looking strategy to optimize credit
workflows, improve decision-making, and drive operational
excellence.
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Enterprise Risk Management

TheEnterprise Risk Management Division (ERMD)isresponsible
for monitoring Market, Liquidity, Operational, Environmental,
and Country risks. The division ensures timely reporting of
market and liquidity risks to ALCO and maintains an updated
Market Risk Management (MRM) Framework, covering:

e Asset-Liability Management
e Interest Rate Risk in Banking and Trading Books

e Monitoring of Treasury Investments and Equity Portfolios
within risk tolerance limits

A well-defined Operational Risk Management framework has
been implemented. Risk Control Self-Assessment (RCSA)
workshops are conducted to evaluate banking transaction
processes and identify control weaknesses. Additionally, an
automated operational loss incident reporting system allows
employees to report control breaches, helping the Bank to
take corrective measures against operational risk events.

Environmental Risk Management

Given the growing significance of environmental risk, the Bank
has established a dedicated Environmental Risk Management
Desk that works to minimize effluents, emissions, waste, and
resource depletion in line with State Bank of Pakistan (SBP)
requirements. The Bank has developed a robust environmental
risk management system, including:

e An Environmental Risk Avoidance List

e Categorization of Environmental Risks across industries
e Environmental Due Diligence Checklists

e Environmental Risk Covenants

e Environmental Risk Rating Model

Market Monitoring and Business
Strategy

The Bank proactive in  monitoring market
developments, interest rate fluctuations, and foreign exchange
volatility, ensuring that the business strategy is realigned to
mitigate risks and protect stakeholders' interests. A multi-
pronged approach is adopted to strengthen financial stability
and align with the risk management guidelines set forth by
SBP and best practices.

remains



Internal Controls

The Board of Directors has a fiduciary responsibility to ensure the 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 details of the Board of Directors are disclosed in the Statement of Compliance and Corporate Information
respectively. The composition of the Board Committees is also disclosed in the relevant section of the Annual Report.

The Board of Directors comprises of nine (9) Directors (including MD & CEO) as per the following:

i. Male : Eight (8)
i. Female : One (1)

1. The composition of the Board is as follows:

Category Name

Independent Directors Syed Asad Ali Shah
Mr. Tahir Jawaid
Muhammed Shahid Sadiq

Mr. Abid Sattar
Ms. Natasha Jehangir Khan

Mr. Osman Asghar Khan
Non-Executive Directors Mr. Ikramullah Khan (Government Nominee Ex-Officio)

Mr. Amer Sultan Tareen (Government Nominee Ex-Officio)

Executive Director Mr. Hassan Raza (Managing Director)

Directors’ attendance of meetings in 2024

Name of director BOD BAC BHR&RC BITC BCC BRMC Total
Syed Imtiaz Hussain Shah 8 - 1 - - - 9
Mr. Ikram Ullah Khan 4 - - - 2 - 6
Mr. Amer Sultan Tareen 5 - - - 3 15
Mr. Tahir Jawaid 10 1 14 4 4 - 33
Syed Asad Ali Shah " 8 8 - - 27
Mr. Abid Sattar n 8 14 4 5 6 48
Dr. Aliya Hashmi Khan 6 4 7 - - 3 20
Mr. Osman Asghar Khan N 8 9 4 - 3 35
Mr. Irfan Saleem Awan 10 - - 4 5 5 24
Muhammad Shahid Sadiq 9 3 - 2 2 5 21
Ms. Natasha Jehangir Khan 3 1 1 - 1 -
Mr. Hassan Raza 1 - - - 1 - 2

Dr. Aliya Hashmi Khan ceased to be director from July 5, 2024 and was replaced by Ms. Natasha Jehangir Khan on
September 5, 2024 after getting clearance from SBP as an independent director.

Syed Imtiaz Hussain Shah was replaced by Mr. lkramullah Khan on September 14, 2024.
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Directors’ Report

Muhammad Ali Gulfaraz ceased to be the Managing
Director of the Bank on January 3, 2024, and Mr. Irfan
Saleem Awan was appointed as Managing Director
(Acting) who was replaced by Mr. Hassan Raza on
November 11, 2024.

Muhammed Shahid Sadig has been appointed as an
independent director on March 4, 2024.

Further, Syed Asad Ali Shah, Mr. Tahir Jawaid and
Muhammad Shahid Sadiq were re-elected as directors in
Extraordinary General Meeting held on May 31, 2024.

Directors’ Training Program

During the year, the Bank arranged a Director’s Training
program for Mr. Muhammed Shahid Sadig, from Pakistan
Institute of Corporate Governance (PICG). Mr. Hassan Raza,
Mr. Tahir Jawaid, Mr. Abid Sattar and Mr. Osman Asghar Khan
have already completed their Director’s Training programs
while Syed Asad Ali Shah meets the exemption requirement
of the Director’s Training program. Further, the Bank intends
to arrange Director’s Training program for the remaining
Directors at the earliest.

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 the performance of overall Board, its committees
and individual directors on yearly basis whereas the same
shall be undertaken by an external independent evaluator
once in three years. PICG was engaged to conduct the Board
Evaluation for the year 2023. The performance Evaluation for
the year 2024 would be carried out soon.

Directors’ Remuneration

Current Directors’ remuneration stands at Rs.200,000/- with
remuneration of the Chairman at Rs. 250,000/~ (net of taxes)
paid to non-executive and independent directors on account
of attending meetings of the Board / Board Committees
/ Board Special Committees. The Board of Directors had
recommended in its 182nd meeting for post-facto approval
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of the shareholders. The shareholders in its thirty third Annual
General Meeting held on March 29, 2024 approved the same.

A Directors’ Travel, Accommmodation and Remuneration Policy
duly approved by the Board of Directors outlining entitlements
and Independent
Directors is in place. In light of the SBP Corporate Governance
Regulatory Framework, the said Policy had been approved by
the shareholders in 32nd Annual General Meeting.

remuneration of Non-Executive and

Entity Rating

VIS Credit Rating Company Limited (VIS) has maintained the
medium to long term entity rating of the Bank at ‘A+ (Single A
Plus) and short-term rating at ‘A1’ (Single 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 Pakistan Credit Rating Agency Limited (PACRA) has
maintained the medium to long term entity rating of the Bank
at A+’ (Single A Plus) and short term entity rating at “A-1” (Single
A One). Outlook on the assigned rating is “Stable”.

Sustainability

The Bank is fully committed to implementing and enhancing
sustainability governance frameworks. The board and its
subcommittees ensure that policies of the Bank promote
diversity, equity and inclusion (DE&I) and always encourages
gender mainstreaming, gender equality and the participation
of women. The Bank has taken various measures to
proactively understand and address the principle as well as
emerging sustainability risks and opportunities relevant to the
business. The Bank also monitors its sustainability and DE&I
related strategies, priorities and targets as well as performance
against these targets are periodically reviewed and monitored.
The Bank being an equal opportunity employer believes in
providing equitable working opportunities for its male and
female employee. The following gender pay gap data as of
December 31,2024 is reflective of the same:

Mean Gender Pay Gap — Bank Wide: 2.95%
Median Gender Pay Gap — Bank Wide: 2.07%

In order to have effective review and monitoring at Board
level, the Board has designated BRMC to oversee the matters
pertaining to Environmental, Social and Governance (ESG) and
Sustainability Development Goals (SDGs). The Bank makes
necessary disclosures to provide information about the core
areas falling under sustainability.



Corporate Social Responsibility

At the Bank of Khyber, we persistently uphold our commitment
to social responsibility, exemplified by our efforts to actively
contribute to the betterment of the community and broader
society. Recognizing that our business activities extend
beyond mere financial profit, we acknowledge our obligation
to exert a positive influence on society.

Consequently, our Corporate Social Responsibility (CSR)
initiatives are prioritized, reflecting our dedication to fostering
a harmonious, collaborative, and equitable society.

Through these initiatives, we strive to create a positive
and lasting influence, fostering an environment where
collaboration and mutual respect flourish for the betterment
of all. In the year 2024, the bank undertook several Corporate
Social Responsibility (CSR) initiatives covering a wide range
of sectors, including education, sports, culture & heritage,
tourism, women’s empowerment, and environmental
conservation. These CSR endeavors reflect our commitment
to contributing to societal progress, and we are pleased to
highlight some of the noteworthy initiatives we engaged in
during this time.

e Supported UET Peshawar’s Mechatronics Engineering
Department for hosting Conference on Robotics.

e Supported Commissioner Peshawar Division in Drug
Free Peshawar Campaign.

e Supported Khalifa Gul Nawaz Medical Teaching Institute
Bannu for 2nd International Conference

e Hosted BOK Abasin Awards 2024 in collaboration with
Abasin Art Council, celebrating regional creativity.

e Celebrated working women’s achievements with Bint e
Hawa Awards on International Women’s Day.

e Sponsored Khyber Medical University Sports Gala to
promote campus culture and physical activity.

e Supported Residential Girls Primary & Secondary Model
School, Ecole Fatima Fehri.

e Sponsored Future World School Olympiad.

e  Sponsored University of Science & Technology Bannu for
International Conference on Al and Data.

e Supported Laleen Akhunzada rally driver for Thal & Jhal
Magsi Desert Rally 2024.

e Supported KVDA for Establishing Tourist Facilitation
centers in northern areas of Pakistan.

e Supported Islamabad Women Chamber of Commerce &
Industry for 6th Islamabad Expo.

e Supported Shaheed Benazir Bhutto Women University in
organizing Women Financial Literacy Summit.

e Supported TSF School Project Alamabad Swabi.
e Sponsored Imsciences Peshawar for IMOlympiad 2024.

e Sponsored Asghar Khan Amateur Golf Tournament
2024.

e Distributed merit-based awards to students from class
5th to 10th at Peshawar Press Club.

Green Banking Initiatives

In its efforts to reduce its carbon footprint, the Bank has
implemented solar power systems across its branches and
ATMs. Sixteen branches have fully transitioned to operate
solely on renewable energy, primarily solar power. The
Bank of Khyber (BoK) through digital and internet banking
services offers a convenient platform for fund transfers and
utility payments for its customers. To further strengthen its
sustainability efforts, the Bank has implemented strict energy
conservation guidelines at its Head Office and branches,
focusing on the efficient use of lighting and electronic devices.
The Bank also encourages its employees to minimize paper
usage, promoting a paperless environment.

The Bank has updated its Green Banking, Environmental,
and Social Risk Management Policy, alongside developing
a detailed Green Banking Strategy aimed at achieving clear,
long-term sustainable goals. Throughout 2024, BOK has
actively supported major global events through impactful
social media campaigns, such as Global Recycling Day, World
Water Day, Earth Day, International Day for Biodiversity, World
Environment Day, and Nature Conservation Day.

In alignment with our enduring dedication to environmental
protection, BOK has launched the Global Warming and Green
Awareness campaign. This initiative aims to raise awareness and
educate both our employees and customers on the significance
of climate action and the preservation of our environment.

Responsible/Green Financing

BoK is committed to promoting innovative and environmentally
friendly financing solutions as part of its ongoing efforts. The
Bank’s revised customer business models and innovative
financing options have proven attractive to retail, small,
medium, and corporate market segments. The Bank has
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provided certain financing facilities for renewable energy
projects to various corporate and SME borrowers.

In 2024, in alignment with our Green Banking strategy, the
Bank introduced an E-Bike Financing product for customers
and successfully disbursed these facilities. This financing
support is a key part of the Bank’s efforts to help businesses
transition from fossil fuel-based generators to solar-powered,
clean, and renewable energy systems. We continue to provide
environmentally friendly, customized solutions tailored to meet
the specific needs of our customers’ business models. Some of
the financing solutions we offer include

e Roshan Ghar
e Solar Tube Well Loan Scheme
e E-Bike Murabaha Financing

e Rain Water Harvest Loan Scheme

e |rrigation Loan Scheme (Drip & Sprinkle)

e Raast Roshan Ghar
e Raast Green Energy Financing

e SBP Renewable Energy Refinance Schemes

Value of Investments in Employees
Retirement Benefit Funds

Book Value of Investment of Provident Fund & Gratuity Fund
as per un-audited accounts for the year ended December 31,
2024, are Rs.2,533 million and Rs.694 million respectively.

Pattern of Shareholding

The pattern and category of shareholding as at December 31,
2024 is annexed with the Annual Report.




Six Years operating and financial highlights

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

2019 2020 2021 2022 Sl 2024 |
Deposits 182,168 203,072 221,876 248,906 289,292 277,642
Advances (net) 109,742 129,063 124,549 127,515 101,588 146,882
Investments (net) 146,91 113,479 184,399 173,669 223,348 282,767
Total Assets 306,305 288,300 358,606 344,984 383,186 477,564
Capital & Reserves 14,982 16,605 16,219 16,657 20,177 20,223
Profit before Tax 2,261 3,806 1,680 920 6,702 8,135
Profit after Tax 1,306 2,152 1,104 455 3,481 3,615
Return on Equity 9.07% 13.62% 6.72% 2.77% 18.96% 1713%

Earnings Per Share

Earnings per share for the year 2024 is Rs. 3.12.

External Auditors

The present Auditors M/s. PwC AF. Ferguson & Co,
Chartered Accountants, being eligible for reappointment
offered themselves for reappointment. On recommendation
of the Board Audit Committee, the Board of Directors has
recommended to the shareholders the appointment of M/s.
PwC AF. Ferguson & Co., Chartered Accountants as Statutory
Auditors of the Bank for the year ending December 31, 2025.

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.

MRTs & MRCs and their
Remuneration Structure

The list of Material Risk Takers (MRTs) Material Risk Controllers
(MRCs) is periodically and regularly reviewed and decided
by BHR&RC. The list includes all the positions reporting to
the CEO and other positions who have been assigned a
level of authority to take decisions. Each MRT & MRC has
defined hierarchical structure and functional organogram.
The Compensation Structure of MRTs & MRCs is periodically

reviewed and recommended by BHR&RC to Board of Directors
for approval. This structure aims to ensure an appropriate
balance between variable and non-variable components
of the remuneration, considering the positions appetite for
risk taking and risk controlling nature, impact of the role on
the business and level of responsibilities assigned by the
Management/Board. Magnitude of the remuneration also
depends on the performance of the MRTs/MRCs against
financial and non-financial performance objectives and KPls.
The fixed portion of the remuneration of MRTs/MRCs is similar
to the structure for other employees of the Bank having
Basic salary, increment based on Performance rating and
other allowances, and grade wise perks and privileges. The
Structure of remuneration of MRTs/MRCs for variable pay is
slightly different from other employees that it majorly depends
on Bank’s overall performance and achievement of assigned
KPIs. Moreover, levels of MRTs & MRCs are also defined to fix
the responsibilities and accountability. In addition, the structure
has sufficient risk adjustment framework to safeguard the
bank from taking unnecessary risk through bonus deferment
and malus of provision policy. The individual reward of MRTs
and MRCs can be triggered upward and downward based
on its achievement level, impact of risk exposure, Customer
Service delivery and level of internal and external compliances.
The performance of the Tier-1 MRTs/MRCs (Key positions)
is assessed by BHR&RC/Board of Directors, and variable
remuneration for all MRTs/MRCs is approved by the Board of
Directors on recommendation of BHR&RC. HRDG mostly uses
external market data to ensure alignment of the remuneration
structure with the industry in order to make it competitive to
increase employee retention.
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Service Quality

The Bank remains committed to delivering high-quality customer
service by continuously enhancing service standards, introducing
innovative initiatives, and fostering a customer-centric culture. The
Bank places significant emphasis on service excellence, financial
inclusion, and customer satisfaction, ensuring a seamless banking
experience across all channels.

To strengthen in-branch customer service, the Bank has
continued implementing the Model Branch Concept featuring
a standardized layout, Queue Management System, and digital
marketing screens to create a modern banking environment.
A diverse mix of trained staff, representing both gender and
experience, has been deployed to ensure enhanced customer
experience. Building on this initiative additional branches’
upgradations is planned for further expansion in the coming
years.

In line with BOK’s commitment to financial inclusion, the Bank
has equipped its Branches & Head Office with specialized ramps,
wheelchairs, designated pathways, Braille-enabled stationery, and

'~ trained st_aff to facilitate persons with disabilities, in accordance with

State Bank of Pakistan’s directives. The Bank remains dedicated
to expanding these facilities to ensure an inclusive banking
environment.



Key Service Quality Initiatives

To further enhance customer experience and service efficiency,
the following key initiatives were undertaken in 2024:

e Mystery Shopping Surveys — A structured program was
conducted to evaluate service standards at branches, helping
identify areas for improvement and ensuring adherence to BOK’s
service protocols.

e Customer Satisfaction Survey — The Bank launched a
comprehensive survey to measure customer satisfaction, identify
pain points, and implement necessary service enhancements
based on direct customer feedback.

e Customer Complaint Generation Campaign - To ensure
transparency and customer empowerment, BOK initiated a
campaign encouraging customers to voice their concerns,
ensuring prompt resolution and service improvements.

e  Active Role of the Fair Treatment to Consumer (FTC) Committee —
The FTC Committee played a proactive role in ensuring fair banking
practices, resolving customer concerns, and implementing service
improvements in line with regulatory guidelines.

e Product One-Pagers and Key Fact Statements — To enhance
product awareness and transparency, BOK introduced
standardized one-pagers and key fact statements for all major
banking products, making it easier for customers to understand
product features, pricing, and terms.

e  Staff Training on Customer Service Excellence — Recognizing the
critical role of front-line staff, specialized training sessions were
conducted across branches, focusing on service excellence,
complaint handling, and fair customer treatment.

Acknowledgement

Complaint Management & Service
Monitoring

The Complaint Management Unit (CMU), under the umbrella
of the Service Quality Department, remains committed to
ensuring swift and effective resolution of customer complaints.
The Bank ensures that every complaint is handled with utmost
priority and transparency, with customers being informed at
each escalation level.

To enhance service monitoring, detailed monthly reports on
customer complaints and service trends are shared with
senior management, including the Managing Director. These
insights help identify areas of improvement and enable the
Bank to take proactive measures to enhance customer
satisfaction.

41,524
04 Days

No. of Complaints received in 2024
Average TAT

Commitment to Service Excellence

BOK remains dedicated to continuous improvement in service
quality by leveraging technology, customer feedback, and
regulatory best practices. The Bank will continue to introduce
innovative initiatives aimed at enhancing the overall banking
experience and ensuring superior service delivery for its
valued customers.

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 Government, State Bank of
Pakistan and other regulatory bodies for their continued guidance and support.

On behalf of the Board of Directors

HASSAN RAZA
Managing Director

Peshawar: March 05, 2025

T
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IKRAMULLAH KHAN
Chairman




Statement on Internal Controls

An effective internal control system is essential for ensuring
operational efficiency, reliable financial reporting, safeguarding of
assets, and compliance with applicable laws and regulations. The
Bank of Khyber has established a comprehensive internal control
framework that integrates processes, effective communication, and
a monitoring mechanism to mitigate risks and enhance governance.
While internal controls provide reasonable assurance, they remain
subject to inherent limitations and require continuous improvement to
align with evolving risks and regulatory requirements.

The Bank has adopted the Three Lines of Defense (3LOD) model as
a foundational framework for achieving its objectives. The first line
of defense comprises business and operational units responsible for
implementing and maintaining internal controls in their day-to-day
activities. The second line includes Compliance and Risk Management
functions, which assist and oversee control effectiveness, set policies,
define risk tolerance levels, and ensure managerial’ responsibilities.
The third line, Internal Audit, provides independent assurance
on the adequacy and effectiveness of the control environment,
conducting risk-based audits using advanced auditing techniques
and technology-driven approaches.

The Bank’s Internal Audit Group operates independently, ensuring
objective assessments and providing reasonable assurance on the
state of internal controls. Significant findings from both internal and
external audits are reported to the Board Audit Committee (BAC),
which provides strategic oversight and ensures timely remediation
of identified issues. The closure of audit findings is closely monitored,
with regular status updates provided to Management and the BAC.
The BAC offers strategic oversight and support to the Internal Audit
Group in line with the approved Charter.

The Board Compliance Committee (BCC) provides strategic direction
and oversight for compliance risk management, ensuring that the
Bank adheres to regulatory requirements and internal policies. The
Compliance Group actively monitors evolving regulatory landscapes
and engages in continuous compliance assessment, ensuring
alignment with the regulatory guidelines on Compliance function. To
further strengthen the compliance culture, targeted training sessions
and awareness programs have been conducted across various levels
of the Bank.

In line with SBP directives on Internal Controls over Financial Reporting
(ICFR), the Bank has successfully completed all ICFR implementation
phases. An independent Long Form Report (LFR) on ICFR assessment
is issued by External Auditors and reviewed by the BAC. The Bank
continuously tests financial reporting controls to ensure their
effectiveness, addressing any deficiencies without material impact on

HASSAN RAZA
Managing Director

Peshawar: March 05, 2025
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financial reporting. The key process documentation, related controls,
and management testing plans are updated from time to time to align
with the evolving operating environment .

The centralization of major functions has strengthened data
management and governance, ensuring improved regulatory
compliance. Additionally, most of the policies and procedures
are regularly updated to align with operational and regulatory
requirements, thereby enhancing the control environment and
governance framework at both the Management and Board levels.
Automation of major operational controls has significantly improved
risk management in the Bank’s products and services, leading to
more accurate regulatory reporting, informed decision-making, and
enhanced transaction processing efficiency.

The Bank’s Risk Management Group oversees the implementation of
an effective operational risk management framework. Risk Control
Self-Assessment (RCSA) is conducted to evaluate the effectiveness
of controls, while key risk indicators are monitored across the Bank to
proactively mitigate emerging risks.

For Islamic Banking, the Bank has established a Shariah Board (SB) to
ensure compliance with Shariah standards. The Shariah Compliance
Function conducts periodic reviews to monitor adherence to Shariah
guidelines, further strengthening the governance framework.

Based on external and internal assessments conducted throughout
the year, Management affirms that the Bank’s internal control system
is adequately designed and effectively implemented across the
organization, providing reasonable assurance on its effectiveness.
Management remains committed to promptly addressing
observations raised by Internal and External Auditors, as well as
regulatory authorities, including SBP.

Recognizing that continuous improvement is vital, the Bank adheres to
SBP guidelines oninternal controls to proactively strengthen its control
environment. As required by SBP Circular No. 07 of 2004 on Internal
Controls and OSED Circular No. O1dated February 07,2014, on Internal
Controls over Financial Reporting (ICFR), and based on the above
evaluation, the Bank’s Board of Directors endorses Management’s
assessment of the internal control framework, including ICFR.

While internal controls are effectively implemented and monitored,
inherent limitations such as human errors, system failures, or
circumvention of controls necessitate ongoing review and refinement.
The Bank remains committed to enhancing its internal control system
through continuous process evaluation, technological advancements,
and strategic oversight by the Board of Directors, ensuring the highest
standards of governance and operational excellence.

e

IKRAMULLAH KHAN
Chairman



Annual Report of Shariah Board

Islamic Banking has witnessed remarkable growth globally,
with assets surpassing $3 trillion in 2024, reflecting increasing
demand for Shariah-compliant financial solutions. This
growth is driven by rising awareness of ethical finance,
robust regulatory frameworks, and the successful integration
of Islamic principles with modern banking systems. In
Pakistan, the State Bank of Pakistan (SBP) has demonstrated
unwavering commitment to transforming the conventional
banking system into a fully Shariah-compliant framework.
Under its visionary ‘Strategic Plan for Islamic Banking Industry
(2021-2028), SBP has introduced comprehensive policies,
strengthened Shariah governance, and provided incentives to
facilitate this transformation. In light of the vision outlined by
the State Bank of Pakistan (SBP) and the strategic direction of
the Board of Directors (BOD), the Bank of Khyber has formally
decided to convert its conventional banking operations to a
fully Shariah-compliant system.

The Shariah Board wholeheartedly welcomes and appreciates
this historic decision by the BOD, which aligns with SBP’s
instructions and the national agenda for Islamic banking
transformation. This decision reflects the Bank’s commitment
to upholding the principles of Shariah and fulfiling the
expectations of its valued stakeholders.

The Islamic Banking Group (IBG) of the Bank of Khyber offers
an extensive suite of Shariah-compliant banking products
and services through its dedicated network of 131 Islamic
Banking Branches (IBBs), 16 Sub-Islamic Banking Branches,
and 7 Booths across the country. These branches operate
independently from conventional banking operations to
uphold the highest standards of Shariah compliance. IBG’s
offerings encompass a wide range of Islamic financial
solutions, including financing facilities, deposit products, and
other Shariah-compliant banking services, tailored to meet
the diverse needs of customers while adhering strictly to
Islamic principles.

Shariah Compliance Mechanism
and Shariah compliance
structure of IBG-BOK

Shariah compliance mechanisms constitute a fundamental
pillar of Islamic financial institutions, meticulously ensuring that
their operations, products, and transactions are conducted
in full conformity with the principles of Islamic law (Shariah).
These mechanisms are intricately designed to provide

unequivocal assurance to stakeholders, including depositors
and investors, that all financial undertakings are grounded in
Shariah-compliant and ethically sound practices.

The criticality of Shariah compliance mechanisms in Islamic
finance cannot be overstated. They form the bedrock of
Islamic financial institutions, reinforcing their commitment to
aligning all activities with the divine precepts of Shariah. By
establishing an unwavering framework of religious and ethical
legitimacy, these mechanisms fortify trust and confidence
among stakeholders while upholding the sanctity of Shariah
principles in every aspect of operations.

The Islamic Banking Group (IBG) has instituted a meticulously
structured Shariah compliance framework, reflecting its
resolute dedication to ensuring that all its undertakings
are conducted within the parameters of Shariah. This
comprehensive framework underscores IBG’s commitment
to upholding Shariah principles, fostering unwavering trust
among depositors and stakeholders, and contributing to the
ethical and sustainable growth of the Islamic finance industry.

Key components of IBG’s Shariah compliance framework include:

Shariah Board (SB):

The Islamic Banking Group (IBG) of the Bank of Khyber has
a Shariah Broad consist of renowned scholars and leading
experts in Shariah law. The Shariah Board plays a pivotal role in
meticulously reviewing, advising, and approving the financial
products, solutions, and services offered by IBG. This rigorous
process ensures that all offerings are fully aligned with the
principles and mandates of Shariah, thereby upholding the
highest standards of ethical integrity and Shariah compliance
in all aspects of IBG’s operations.

Shariah Compliance Division
(SCD):

The Islamic Banking Group (IBG) of the Bank of Khyber is
supported by an independent Shariah Compliance Division
(SCD) operating under the strategic guidance and supervision
of the Shariah Board (SB). The SCD is entrusted with the critical
responsibility of meticulously reviewing all product proposals,
agreements, contracts, manuals, process flows, and checklists
submitted by the management prior to their presentation to
the SB for approval. Some Key functions include:
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Onsite shariah Review: SCD under the oversight of
the Resident Shariah Board Member (RSBM), conducts
comprehensive Shariah Compliance and Control Reviews
of the Bank’s business units, branches, and Head Office
departments. These reviews ensure that the activities and
operations of the Islamic Banking Group adhere strictly to
Shariah principles.

Profit Distribution and Pool Management: Regular
monthly profit distribution and pool
management prior to each disbursement to ensure
compliance with Shariah principles.

reviews of

Financing Facilities: Detailed Shariah reviews and
clearances of all financing facilities before approvals,
ensuring alignment with Shariah guidelines.

Shariah Process Flows: Development of Shariah-
compliant process flows, which are integrated into
sanction advices for all financing cases.

Conduit between SB & Management: The Shariah
Compliance Division (SCD) serves as a critical conduit
between the Shariah Board (SB) and management,
ensuring seamless communication and implementation
of Shariah directives. It bridges strategic oversight with
operational execution to uphold the highest standards of
Shariah compliance.

Moreover, the SCD serves as the Secretariat to the Shariah
Board, providing comprehensive administrative and
secretarial support. This includes the timely preparation and
dissemination of meeting agendas, proposals, and working
papers, as well as the meticulous preservation of all related
records. Through these functions, the SCD ensures seamless
coordination and compliance with Shariah principles across all
facets of IBG’s operations.

Shariah Audit Department (IAD):

Shariah audit holds a pivotal position in the Islamic
financial industry, ensuring that the products, services, and
transactions of financial institutions strictly adhere to Shariah
principles derived from Islamic law. It serves as an essential
component of governance, offering stakeholders confidence
in the institution’s compliance, fostering adherence to Islamic
tenets, and enhancing the overall integrity and sustainability of
the Islamic finance industry.
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To uphold these standards, the Islamic Banking Group (IBG) has
established anindependent Internal Shariah Audit Department.
This department conducts comprehensive and periodic
reviews across all facets of IBG’s operations. Its mandate is
to deliver impartial and authoritative assessments of IBG’s
policies, financing arrangements, operational processes, and
investments. These evaluations are performed in alignment
with approved policies, Shariah Standards, Shariah Board
directives, and the regulatory instructions of the State Bank
of Pakistan (SBP), ensuring rigorous compliance at every level.

Product Development &
Research Department:

Islamic financial institutions prioritize continuous research
and development to foster innovation in Shariah-compliant
financial products and services. In alignment with this
commitment, the Islamic Banking Group (IBG) has established
a dedicated Product Development & Research Department.
This department is tasked with the development of Shariah-
compliant products aimed at enhancing IBG’s deposit base and
asset portfolio. Its efforts focus on introducing innovative deposit
solutions, alternative Shariah-compliant financing products, and
executing targeted marketing strategies to promote the growth
and visibility of IBG’s Islamic banking operations.

Training & Awareness
programs:

Continuous training programs are an integral part of the
Islamic Banking Group’s (IBG) commitment to fostering
a deep understanding of Shariah principles and their
application in daily operations. These programs are
designed to equip employees with the knowledge and
skills necessary to ensure strict adherence to Shariah
compliance requirements across all functions.

Inline with the Bank’s approved strategic plan, targeted training
sessions have also been conducted for the conventional
banking team. These sessions aim to onboard the conventional
team effectively, build their capacity in Islamic banking
principles, and facilitate a seamless transition to Shariah-
compliant operations. By prioritizing staff development, IBG
ensures that all employees are well-prepared to uphold
Shariah standards and contribute to the Bank’s vision of fully
Shariah-compliant banking.



The Shariah Compliance Division, 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 2024

In accordance with the Shariah Governance Framework
(SGF), the Board of Directors and Executive Management bear
the ultimate responsibility for ensuring that the operations of
the Islamic Banking Group (IBG) are consistently conducted
in full compliance with Shariah principles. However, as part
of our commitment to transparency and accountability, we
are required to submit a comprehensive report on the overall
Shariah compliance environment within IBG. To fulfill this
obligation, the Shariah Board (SB) has diligently undertaken
the following actions:

1. Conducted 4 meetings in 2024, 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.

7. 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.

8. 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:

e 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 2024, are in
compliance with the Shariah rules and principles.

e [BG-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. Additionally,
regular / frequent in-house and external trainings for
Islamic Banking staff in line with Shariah Governance
Framework of SBP are in place.

e 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.

e All sources of income of the bank are Shariah compliant
and any earning which has been realized 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
and necessary disclosure has been given in the annual
financial statement.
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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. However, SB
is of the view that a comprehensive Islamic banking training plan may be developed for each year to enhance the knowledge
of related staff and ensure compliance of SBP instructions in this regard. The SCD also conducted sessions, Group discussions
with IBBs during visits for Shariah Compliance Reviews/Inspections.

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

e The Shariah Board has been provided with adequate resources to discharge its duties, effectively.

Conclusion

Based on the well-structured Shariah Compliance framework, ongoing monitoring, periodic audits & regular Review, and continuous
improvement to adapt to changes in Shariah principles & regulatory requirements and comprehensive policies/guidelines for
Shariah compliance, issued by IBG-BOK, we are of the opinion that a robust mechanism is in place to ensure Shariah compliance
in overall operations of IBG in the Bank of Khyber.

May Allah &)= bless 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)

Clgall alel Allg
PSTI[
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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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