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Directors' Report

The Directors are pleased to present Ihe Thirteenth Annual Report logether with 1he audited financial
statements for the year ended December 31, 20063

Al-Hamdolilah. Ihe performanee of the Bank during the year remained satisfactory and the operating results
for the yiear and approprlations are as follows:

{Rupees in '000})
Frofit for the year belore tax 1,512,992
Taxation (500,683)
Profit for the year aller 1ax 1,012,309
Unappropriated Profit brought forward 16,330
Profit available for Appropriations 1,028,639
Appropriations:
Transter lo Statutory Reserva 205,000
Proposed - Cash Dividand @ 10%
i.e Re: 1/ per ordinary share 108,203
Fully paid Borius Shares
in the ratio of 25 Ordinary
Shares for every 100 shares held 270,508
Transfer to General Resarve 400,000
(983,711)
Unappropriated Prafit carrled forward 44,928
Earmings per share (after tax) Rs. 9.36
Performance Review

Runing the year under review, there was strony industrial growth accompanied by higher outpul in the
agricuffure and service sector Onaccaunt of higher forelgn exchange reserves, the exchange rate ramained
stable during the year. Increased demand for ptivate sactor credit and nominal tise in the ylelds on
Gaovernment securities resulled inmarginal Increase Inthe intarast rates and the economy continued 1o rémain
flushed with excess liquidity

Deposits of the Bank increased 10 FAs. 46,2 billlon as compared to Rs. 34 2 bilion of the previous year,
Advances also inoreased to As: 35 2 billion a8 agains! Ag, 23 .8 billicn of the cotrespording period of the last
year. Forelgn trade business considerably Incraased o Rs. 1042 billlon 4s compared to Rs 73,0 blilign, an
increase of As 31,9 billlon. A slzeable portion of the Bank's Investment portfolio comprised, of investment in
Government securities which registered a healthy surplus In the light af the surpliss arising on revaluation,
the managemant decided to sell a portien of its portfalio on which the Bank earned capital gains amounting
1o As. 701 3millicn, In addition, the Bank also eamead capital gains of Bs. 113.2 million on sale of shares and
Rs. 25.5 milllen from dividend. Due to the foregoing reasons, the Bank, Al-Hamdolillal, eamed prafit before
tax ol Bs. 1.5billion during the year
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The Bank, Al-Hamdolillah, launched "AL Habity, Its bwin inhouse developad banking soltware inils branches
successtully catsring to all its banking needs. |t also sifectively introduced Debit cards, TelsBanking and
consumer lending products like house and car financing which were deslgned within framework of the Bank's
averall lending policy

Pakistan Gredit Rating Agency (Pvt) Limited (PACRA) has maintained the ralings which is AA far long term
and A1= Tor short term, denoting a very high credit quallty, low expectation ol credit risk and obligations
supported by the highest capacity for timely repayments

During the year the Bank openad 13 new branches all over the country, increasing its branch network to 70.
Future Outlook

Inview of the posiiive developments In the region which are vary encouraging, the Bank will Inshallah explors
new and efficient avenues for growth and will focus on mabilizing the maximum potential of its existing branch
netwark of 70 branches and further extend the network of branches during the cureant year.

Audit Committee

The Audit Committes of the Bank comprisas of the following members:

Mr. Faiz N Abduiali
Mr. Ali Raza D. Habib
Mr Anwar Hajl Karim
Syed Mazhar Abbas

Auditars

The Code of Gorporate Governance requires all listed companies to change thelr external auditors after every
five years. In (he light of the Code, the present auditors, Messrs Hyrder Bhimji & Company. Chartered
Apcountants retira-and having completad five years as external apditors ara not eligible tor reappalntment.

The Audit Committee, thus has recommended the appointment of Messrs Taseer Hadi Khalid & Company,
Chartered Accountants.

Statement on Corporate and Financial Reporting Framework

1. The financial statements; prepared by the Bank, present falrly its state of affalrs. the resull of its
operations, cash flows and changes In equity.

2. Proper books of account of the Bank have been maintained
3. Appropriate accounting policies have besn consistently applied in preparation of the financial state-

ments. changas il any, have baen adequately disclosed and accounting astimates are based on
reasonable and prudent jJudgement.

4. Imermnational Accounting Btanuards, as applicable in Pakistan, have been followed in preparation of
linancjal statements and departure thersfrom if any, has been adequately disclosed
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5 Thesystermn of intermal cortrol is sound in design and has been effectively implemented and monitored.

B There has besh no material departure from the best practices of the carporate govemnance, as detailed
in the lisling regulations.

7 There are no doubts upon ihe Bank's abliity to confinue as a going concam.

8  Key operating and financial data for |ast <ix years is summarized below'

(Aupeeas in milllon)
2003 2002 2001 2000 1999 15998
Total customer deposits 46,178 34240 24697 17,822 14113 13,226
Total acdvances 35232 23775 15802 14772 10825 7,564
Foreign trade business 104,912 72,929 52073 28614 26525 20270
Profil before tax 1.513 619 551 403 373 445
Profit afler tax 1.012 240 246 153 153 203
Shareholders' Equity 2726 1.822 1,532 1822 1169 1016
Earnings per share* (As) 9.36 2.68 227 1.41 1.41 187
Cash Dividend (%) 10 - 5 - - 10
Stock Dividend (%) 25 25 20 20 20 32

* Earnings per share from 1898 to 2002 have been recalculated based on the revised paid up capital.

8. WValue of investiments of Providemt Fund and Graluity Fund Schemes for the inancial year ended
Decartiber 31, 2003 were as follows:

fis. "000

Provident Fund 101,811
Gratuity Fund 29,747

10, During the year 4 board meetings ware held and the attendance of the Directors during the year was:
as foflows:

Mame of Birectar Total Mumiber of Mumber of mastings
Beard Meatings attencled

Mr,-All Raza O Habtib
Mr Abbas D. Habib
Mr. Faiz N. Abduiall
N Anwar Hajl Karim
Mr. Qumall R: Habib
Mr Tarlg lgbal Khan
Mr. Murtaza H. Hahbib
Syed Mazhar Abhas
Mr. Hasnain A. Habib
Mr Salman H. Habib
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11, The pattem of shareholding and additonal infarmation regarding pattern of shareholding is glven on
Pages 46-47.

12, Notradesin the sharas of the Banl wera carried out by the Directors, CEQ, GFQ, Comparny Secretary and
their spauses and minor children. However, Mr. Faiz N. Abduiall, director of the Bank transferred 40,750
shares fo his wife-and 15,945 shares 1o his daughter by way of gift.

General
We are grateful lo our customers Tor their suppart, to the State Bank of Pakistan for its continued guigance and

10 our foreign and local corresponident banks for their valuable sarvices We also thank all our staff members for
their sincere and dedicated services, which enabled the Bank to achleve these resulls.

On behalt of the Board of Directors-

ALI RAZA D. HABIB
Karachi: Febriary 18, 2004 Chairman
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Statement of Compliance with the Code of Corporate Governance
for the year ended December 31, 2003

This statement |s being presented to comply with the Code of Gorporale Goyemance conlalnad in listing
regulations of Karachi, Lahore and Islamabad Stock Exchanges Tor the purpose of establishing & framewark
ot goed govermances, wheraby & listed company s managed in compliancs with the best practices of corporate
govemnance

The Company has applied the principles contaned in the Code in the ioildwung manner:

1.

10

11

12

The Bank encourages reprasitnalion of independent non-executive directors on its Board of Directors,
At present the Board inchides sight (8) indepenident non-executive directors,

The direclors Have confirmed that none ol thein is serving as a director in more than len listed
campanies, including the Bank, except for the nominee directar of National Investmeant Trust (NIT),

Al the direclors of the Bank are registered as taxpayers and none of them has defaultsd in payment
ot any loan o a banking company, 8 DF| or an NBF| or, being & member of a stock exchangs, has besn
dedclared as a defaulter by that stock exchange.

No casual vacancy eccurred in the Board dunng the vear.

The Bank's "Statement of Elhics and Business Practices”, has been signed by all the directors and
employees

The Bank has davelopad a vislon/mission slatemen, overall corporate strategy and significant policies
af the Bank A complete record of particulars of significant policies alang with the dates on which they
were approved or amended has been malntained.

Allthe powers af the Board have been duly exarcised and decisions on material transactions, incduding
appointment and detarmination of remuneration and terms and conditions of employment of the CEQ
and other executive directors, have been taken by the Board,

The mestings 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 al least once in every gquartier Written nolices
ol the Board meetings, along with agenda and working papers, wete circulated al least seven days
before the mestings. The minules of the meetings were appropriately recorded and circulated,

The diregtors ot the Bank have sttended the Onentation coursesfor appraisament of their duties and
responsibiliies:

The directors' report for this year has been prepared in compiiance with the requirements of the Code
and lully describes the sallent matters required to be disclosed.

The financial statements of the Bank were duly endorsed by CED and CFO belore approval of the
Board.

The directors, CEQ and executives do not hold any interest in the shares af the Bank olhar than that
disclosad In the patiern of shareholding.
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