HABIBMETRO

41. CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

2018 2017
Rupees in ‘000

Minimum Capital Requirement (MCR):

Paid-up capital 10,478,315 10,478,315
Capital Adequacy Ratio (CARY):
Eligible Common Equity Tier 1 (CET 1) Capital 34,037,880 39,030,070
Eligible Additional Tier 1 (ADT 1) Capital
Totd Eligible Tier 1 Capital 34,037,880 39,030,070
Eligible Tier 2 Capital 976,755 850,678
Totd Eligible Capital (Tier 1+ Tier 2) 35,014,635 39,880,748
Risk Weighted Assets (RWAs):
Credit Risk 229,288,756 194,801,579
Market Risk 1,571,342 3,219,107
Operational Risk 36,087,611 33,958,026
Totd 266,947,709 231,978,712
Common EquityTier 1 capital adequacy ratio 12.75% 16.82%
Tier 1 capital adequacy ratio 12.75% 16.82%
Totd capital adequacy ratio 13.12% 17.19%
Minimum capital requirements prescribed by SBP
Common Equity Tier 1 Capital Adequacy ratio 6.00% 6.00%
Tier 1 Capital Adequacy Ratio 7.50% 7.50%
Total Capital Adequacy Ratio 11.90% 11.275%

Banks uses simple, maturity method and basic indicator approach for credit risk, market risk and operational risk exposures
respectively in the capital adequacy calculation.

Leverage Ratio (LR):

Eligible Tier 1 Capital 34,037,880 39,030,070
Total Exposures 825,463,970 793,510,597
Leverage Ratio 4.12% 4.92%
Liquidity Coverage Ratio (LCR):

Totd High Quality Liquid Assets 317,763,854 301,679,059
Totd Net Cash Outflow 125,849,179 96,644,645
Liguidity Coverage Ratio 252% 312%
Net Stable Funding Ratio (NSFR):

Total Available Stable Funding 440,145,855 426,856,419
Totd Required Stable Funding 216,434,904 167,236,892
Net Stable Funding Ratio 203% 255%

41.1 The full disclosure on the capital adequacy, leverage ratio & liquidity requirements as per SBP instructions
issued from time to time are placed on the Bank's website. The link to the full disclosure is available at
http://www.habibmetro.com/financials/#basel-statements
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HABIBMETRO

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the Twenty Seventh Annual General Meeting of the shareholders of Habib Metropolitan Bank Limited
will be held at the Jinnah Auditorium, The Institute of Bankers Pakistan, Moulvi Tamizuddin Khan (M. T. Khan) Road, Karachi - 74200
on Thursday, 28 March 2019 at 9.15 a.m. to transact the following ordinary business:

1. Toreceive, consider and adopt the Audited Accounts, standalone as well as consolidated, of the Bank for the year ended 31
December 2018 together with the Directors' and Auditors' reports thereon.

2. Toapprove, as recommended by the Board of Directors, final dividend @ 20% (Rs. 2.00 per share) in the form of cash for the year
ended 31 December 2018.

3. Toappoint Auditors for the financial year ending 31 December 2019 and fix their remuneration. The present Auditors, Messrs.
KPMG Taseer Hadi & Co,, Chartered Accountants, being eligible, offer themselves for re-appointment.

By order of the Board

ATHER ALI KHAN
Karachi: 7 March 2019 Company Secretary

NOTES:

1. Amember entitled to attend and vote at this meeting may appoint another member as his/her proxy to attend the meeting
and vote for him/her. Proxy form is enclosed with the Annual report. A proxy must be a member of the Bank. In order to be
effective, proxies must be received at the Registered Office of the Bank, duly stamped, signed and witnessed, not less than 48
(forty-eight) hours before the meeting.

2. CDC account holders and sub-account holders are required to bring with them their original National Identity Card or Passport
along with the Participants ID Numbers and their account numbers in order to facilitate identification. In case of corporate entity,
the Board of Directors' resolution / power of attorney with specimen signature of the nominee is also required.

3. Members are requested to notify the change of addresses, if any.

4. The share transfer book of the Bank will remain closed from March 15,2019 to March 28, 2019 (both days inclusive).



BANK ACCOUNT DETAILS FOR PAYMENT OF CASH DIVIDEND

In accordance with the Section 242 of the Companies Act, 2017, any cash dividend shall only be paid through electronic mode
directly into the bank account designated by the entitled shareholder. Please provide the following information to the Bank's Share
Registrar along with a copy of your valid CNIC, if not already provided:

Details of Shareholder

Name of shareholder
Folio / CDS Account No.
CNIC No.

Cell number of shareholder

Landline number of shareholder, if any

Email Address (Mandatory)

Details of Bank Account

Title of Bank Account

International Bank Account Number PK (24 digits)
(IBAN) “Mandatory”

Bank's name

Branch Name

Branch address

It is stated that the above-mentioned information is correct and in case of any change therein, I / we will immediately intimate
Participant / Share Registrar accordingly.

Signature of shareholder

MANDATORY SUBMISSION OF CNIC:

Pursuant to the directives of the Securities & Exchange Commission of Pakistan (SECP), Dividend Warrants shall mandatorily bear the
CNIC numbers of shareholders. Therefore, shareholders, having shares in physical form, are requested to submit a copy of their CNIC
(if not already provided) to the Bank's Share Registrar without any delay.

Deduction of Withholding Tax from Dividend:
The Government of Pakistan through Finance Act, 2016 has made certain amendments in Section 150 of the Income Tax Ordinance,

2001 whereby different rates are prescribed for deduction of withholding tax on the amount of dividend paid by the companies.
These tax rates are as under:

(@) Forfilers of income tax returns: 15%
(b) For non-filers of income tax returns: 20%



HABIBMETRO

To enable the Bank to make tax deduction on the amount of cash dividend @ 15% instead of 20%, all members whose names are
not entered in the Active Tax-Payers List (ATL) provided on the website of Federal Board of Revenue (FBR), despite the fact that they
are filers, are advised to make sure that their names are entered into ATL at the earliest possible (as and when declared) otherwise
tax on their cash dividend will be deducted @ 20%.

For Shareholders holding their shares jointly as per the clarification issued by the FBR, withholding tax will be determined separately
on 'Filer / Non-Filer' status of Principal shareholder as well as joint-holder(s) based on their shareholding proportions. Therefore, all
shareholders who hold shares jointly are required to provide shareholding proportions of Principal shareholder and Joint-holder(s)
in respect of shares held by them as follows:

Folio / CDC Total

Account No. shares Principal Shareholder Joint Shareholder(s)
Name and CNIC No. Shareholding Name and CNIC No. Shareholding
Proportion Proportion
(No. of Shares) (No. of Shares)

In case of non-receipt, the shareholding will be divided among the joint-holders equally.

Shareholders who could not collect their dividend / physical shares are advised to contact our Share Registrar to collect / enquire
about their unclaimed dividend or shares, if any.

For any query / difficulty / information, members may contact the Bank's Share Registrar and Share Transfer Agent, at the following
address, phone / fax numbers or e-mail address:

Central Depository Company of Pakistan Limited

CDC House, 99-B, Block-B, PE.C.H.S., Main Shahrah-e-Faisal, Karachi-74400
Tel: 0800-23275, Fax No. (92-21) 34326053

Email: info@cdcpak.com, URL: www.cdcpakistan.com

Availability of Annual Audited Accounts:

The audited accounts of the Bank for the year ended December 31, 2018 have been made available on the Bank's website
(www.habibmetro.com). In addition the annual and quarterly accounts for the prior years are also available.

Further, in accordance with SRO # 470(1)/2016 dated May 31, 2016, the Members of Habib Metropolitan Bank Limited in AGM held
on March 30, 2017 had accorded their consent for transmission of annual reports including annual audited accounts and other
information contained therein of the Bank through CD / DVD / USB instead of transmitting the same in hard copies. The members
who wish to receive hard copies of the aforesaid documents may send their request to the Company Secretary / Share registrar. The
standard request form is available on the Bank's website (http://www.habibmetro.com/wp-content/uploads/2018/12/Request %20
form%20for%20Annual%20Reports.pdf). The Bank will provide the aforesaid documents to the shareholders on demand, free of cost,
within one week of such demand.

The Members who are interested in receiving the annual reports and notice of annual general meeting electronically through email
in future are requested to send their email addresses on the consent form placed on the Bank's website.



Video Conference Facility

In terms of the Companies Act, 2017, members residing in a city holding at least 10% of the total paid-up share capital may demand
the facility of video-link for participating in the annual general meeting. The request for video-link facility shall be received by the
Share Registrar at the address given herein above at least 7 days prior to the date of the meeting on the Standard Form available
on the website of the Bank.

Conversion of Physical Shares into Book-entry Form:

The Shareholders having physical shareholding are advised to open CDC sub-account with any of the Stock Brokers or Investor
Account Services with CDC to place their physical shares into book-entry form. This will facilitate them in number of ways including
safe custody and easy sale of shares at the time of need, as the trading of physical shares is not permitted under existing regulations
of the Pakistan Stock Exchange Limited. Further, Section 72 of the Companies Act, 2017 states that every existing company shall be
required to replace its physical shares with book-entry form in a manner as may be specified and from the date notified by the
Commission, within a period not exceeding four years from the commencement of this Act.



HABIBMETRO

CHAIRMAN’S REVIEW
ez

On behalf of the directors of Habib Metropolitan Bank, it gives me immense pleasure to present this report, together with the financial
statements of the Bank for the year ended 31 December 2018. The operating financial results and appropriations, as recommended
by the Board of Directors, are summarized below:

Dear Shareholders,

Rupeesin‘000

Profit before provisions and tax 10,456,807
Provisions and write offs - net (382,429)
Profit before tax 10,074,378
Taxation (3,913,794)
Profit after tax 6,160,584
Un-appropriated profit brought forward 14,042,566
Transfer from surplus on revaluation of non-banking assets - net of tax 2,870
Other comprehensive income (905)
Profit available for appropriation 20,205,115
Appropriations:
- Transfer to Statutory Reserve (1,232,117)
- Cash dividend (Rs. 3.00 per share) - 2017 (3,143,494)
(4,245,295)
Un-appropriated profit carried forward 15,829,504

The Directors are pleased to propose a final cash dividend of Rs. 2/- per share (20%) for the year under review.

By Allah's Grace, your Bank continued to make steady progress. Bank's deposits increased to Rs. 543.6 billion as compared to Rs. 508.1
billion at the end of previous year, whereas gross advances increased to Rs. 243.3 billion at year-end and total assets increased to
Rs. 6734 billion.

HabibMetro earned profit before taxation of Rs. 10.074 billion for the year 2018. The performance translates into an earning of
Rs. 5.88 per share.

At year-end, HabibMetro's equity stands at Rs. 37 billion, with a capital adequacy level of 13.12% against the required 11.90%.

The Board of the Bank is effective and balanced comprising of three independent directors, five non-executive directors. The Board
with its active engagement with the stakeholders is well positioned and have participated in overseeing the implementation of the
Bank's strategic objectives. The Board has provided guidance and polices to the Management for achieving maximum business
performance with a blend of optimum control environment to manage affairs of the Bank professionally and efficiently. This valuable
contribution and performance of the Board is reflected in the strong and resilient balance sheet and financial results of the Bank for
the year.



This review forms an integral part of the Directors' Report to the Shareholders.
I would like to take this opportunity to place on record our sincere gratitude to the Ministry of Finance, the State Bank of Pakistan
and the Securities and Exchange Commission of Pakistan for their support and continued guidance and to our valued customers

for their trust and support. I thank the staff members for their devotion and diligence.

We bow our heads to Allah and pray for His blessings and continued guidance.

On behalf of the Board

MOHAMEDALI R. HABIB
Karachi: 21 February 2019 Chairman



HABIBMETRO

DIRECTORS’ REPORT TO THE SHAREHOLDERS

Dear Shareholders,

It gives me great pleasure to present to you the annual accounts of Habib Metropolitan Bank (HabibMetro), for the financial year
ended 31 December, 2018.

ECONOMIC AND BANKING REVIEW

The year 2019 commenced with existing challenges persisting on Pakistan's macroeconomic horizon. Despite having narrowed, the
current account deficit remained significant, as did the fiscal deficit and inflationary pressures. Average headline CPI inflation marked
at 6.0 percent for the first half of FY19, against 3.8 percent during the same period last year. While moderation in inflationary pressures
was witnessed in the last two months, the projected range of inflation for FY19 remains unchanged at 6.5 to 7.5 percent.

Driven by a deceleration in imports and a marginal increase in exports, along with healthy growth in remittances, the current account
deficit recorded a reduction of 4.4 percent year-on-year during the second half of 2018 and amounted to USD 8 billion. Non-oil
imports reduced by 4.4 percent against an increase of 19.1 percent during the same period last year.

Foreign Direct Investments and official inflows remained insufficient to finance the current account deficit, with the gap being bridged
through the Country's own resources. This resulted in the SBP's net liquid foreign exchange reserves falling to USD 7.2 billion by end
of December 2018. However, the same increased to USD 8.2 billion, and the Country's FX reserves increased to USD 14.8 billion by
end of January 2019 due to realization of bilateral official flows (Inflows from UAE and Saudi Arabia amounted to USD 3 billion and
USD 1 billion respectively).

The banking sector's deposit base witnessed a slow-down and with a marginal increase of 8 percent, ended at Rs. 13.35 trillion at
the end of December 2018. Advances grew by 20 percent and stood at Rs. 7.89 trillion with investments reducing by over 11 percent
and closing at Rs. 7.58 trillion. As of end of September 2018, the banking sector's NPLs touched Rs. 637 billion (Dec 2017: Rs. 522
billion), with infection ratio of 8.5 percent (Dec 2017: 9.2 percent).

The State Bank of Pakistan increased the Policy Rate from 5.75 percent to 10 percent during 2018, and in January 2019, it further
raised the Policy Rate by 25 bps to 10.25 percent effective 1st February 2019.

BANK'S PERFORMANCE DURING THE YEAR

By Allah's grace, the Bank's profit-after-tax increased by 11.8 percent to Rs. 6.161 billion at the end of year 2018. EPS marked at
Rs. 5.88 as against Rs. 5.26 of previous year and return on shareholder's equity stood at 15 percent.

During the year under review, the Bank's deposits and advances increased to Rs. 544 billion and Rs. 243 billion respectively whereas
investments were recorded at Rs. 347 billion. Net Equity stood at Rs. 37 billion with Capital Adequacy at 13.12 percent.

COMMITMENTS

No material changes in commitments affecting the financial position of the Bank have occurred between the end of financial year
of the Bank and the date of this report.

CREDIT RATING
By the Grace of Allah, for the eighteenth consecutive year, the credit rating of the Bank has been maintained at AA+ (double A plus)

for long term and A1+ (A one plus) for short term by the Pakistan Credit Rating Agency Limited. These ratings denote a very high
credit quality, a very low expectation of credit risk and a very strong capacity for timely payment of financial commitments.



ENHANCED REACH TO OUR CUSTOMERS

HabibMetro continues to strengthen its outreach by adding 32 new branches in 2018. 18 new cities were added as the Bank increased
its footprint to 352 branches in 112 cities across Pakistan. The Bank's national footprint now comprises 192 branches in the North
and 160 branches in the South.

Your Bank enjoys correspondent relationships with banks of repute in more than 100 countries, with a large number of banks having
formal credit lines for the Bank. HabibMetro provides comprehensive banking services and products, inclusive of specialized trade
finance products, along with technologically advanced services like secured SMS and Web Banking services, globally accepted Visa
Debit Cards and nationwide ATM network to its customers across the country.

Your Bank's subsidiary company Habib Metropolitan Financial Services (HMFS), provides convenient and trusted equity brokerage
and custody services. Furthermore, Habib Metropolitan Modaraba Management through First Habib Modaraba and Habib Metro
Modaraba provides robust Islamic financing solutions.

ALTERNATIVE DELIVERY CHANNELS

Maintaining exemplary service quality remains fundamental to your Bank's strategy. During the year, the Bank installed 25 new
Automated Teller Machines (ATMs), including 3 offsite ATMs, taking the total number of ATMs to 370 across the country. The Bank's
Visa Debit Cards and SMS & Web Banking subscriptions also witnessed an increase during this period.

HUMAN RESOURCES

The total strength of the HabibMetro family has grown from 4,719 to 4,841 during the year. The Bank has been largely catering to
the training needs of its human resource by conducting in-house courses as well as sending staff for external trainings.

Your Bank remains an equal opportunity employer providing exciting careers and growth to prospective bankers.
CORPORATE SOCIAL RESPONSIBILITY

Being a conscientious corporate citizen, your Bank acknowledges its corporate social responsibilities and continues to make regular
contributions to a host of non-profit/social organizations. The Bank, during the year, extended assistance in three major areas i.e.
education, health care and welfare spending for the under-privileged. These voluntary contributions amount to Rs. 100.7 million.

The Citizens Foundation remains one of the larger recipients and through them the Bank is running six schools in under privileged
rural areas where more than 1,000 children are enrolled. A detail of your Bank's social contributions can be found in the notes to the
accounts.

Your Bank continues to be one of the nation's leading taxpayers with more than Rs. 3 billion paid as direct taxes to the Government
of Pakistan during the year 2018. Furthermore, an additional amount of about Rs. 9.8 billion comprising indirect tax and withholding
income tax deductions for the exchequer was collected through the Bank's network.

CUSTOMER GRIEVANCES HANDLING

Customer satisfaction is considered as an important aspect of the Bank's success. For fair and efficient resolution of customer
grievances, the Bank continues to transform its complaint handling mechanism through automation of complaint handling, timely
monitoring of complaints and corrective measures on repetitive complaints.

While handling customer complaints received from various channels, the Bank maintains a practical and rational approach to provide

fair and amicable outcome to the customer grievances. During the year 2018, a total 18,697 complaints were received and with an
effective complaint handling mechanism, the average resolution time was approximately 7 days.
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HABIBMETRO

Customer grievances handling is centralized for improved transparency and superior controlled environment. The Bank is committed
to provide excellent services, versatile products and fair treatment to its customers, which will keep contributing towards its reputation,
growth and prosperity.

CORPORATE GOVERNANCE

BOARD MEETINGS

Details of the meetings of the Board of Directors and its Sub-Committees held during the year 2018 and the attendance by each
director / committee member are given as under:

; - Human Resource Risk Information
emeofDiecors | piccgs | comitiee | Comnitee | &MEuneaton & Complance | Tecnoley
Mr. Mohamedali R. Habib 4/4 - 3/3 - - -
Mr. Ali'S. Habib 3/4 3/4 - - - -
Mr. Anjum Z Igbal 4/4 4/4 3/3 - 3/3 2/2
Mr. Firasat Ali 4/4 - - 4/4 3/3 2/2
Mr. Mohomed Bashir 4/4 - - - - -
Mr. Muhammad H. Habib 3/4 - 3/3 - - -
Mr. Sohail Hasan 4/4 4/4 - - - -
Mr. Tariq lkram 4/4 - - 4/4 - -
Mr. Sirajuddin Aziz* 2/2 - 1/1 3/3 1/1 -
Mr. Mohsin A. Nathani* 2/2 - 2/2 /1 2/2 2/2
Meetings held 4 4 3 4 3 2

*Mr. Mohsin A. Nathani has assumed the charge as President / CEO w.ef. April 23,2018 in place of Mr. Sirajuddin Aziz.

NON-EXECUTIVE DIRECTORS' REMUNERATION

Non-executive directors, other than those under employment of the parent company are remunerated a fixed fee on a 'per meeting
attended basis' They are also entitled to be reimbursed for specific costs incurred in order to attend the meeting. The information
is provided in Note 37 of the financial statements.

COMPOSITIONS OF THE BOARD AND BOARD COMMITTEES

Current compositions of the Board and Board Committees are provided in the Statement of Compliance with the Listed Companies
(Code of Corporate Governance) Regulations, 2017.

BOARD'S PERFORMANCE EVALUATION
A formal board performance evaluation process is in place. An in-house approach is used based on quantitative techniques
having a scored questionnaire (using a scale of 1 to 5) covering various aspects like strategic plan & performance, and the Board and

it's sub-committees' operations. The results are collated and presented to the Board for their review and identification of areas for
improvement.
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PATTERN OF SHAREHOLDING

The pattern of shareholdings as on 31 December 2018 is annexed to the report.

AUDITORS

The present auditors KPMG Taseer Hadi and Co,, Chartered Accountants, retire and being eligible offers themselves for reappointment.

As required under the Code of Corporate Governance, upon the recommendation of the Audit Committee, the Board has
recommended the appointment of KPMG Taseer Hadi and Co,, Chartered Accountants as auditors of the Bank for the year ending
31 December 2019.

CORPORATE AND FINANCIAL REPORTING FRAMEWORK

The financial statements prepared by the Bank, present fairly its state of affairs, the result of its operations, cash flows and changes
in equity.

2. Proper books of accounts have been maintained by the Bank.
3. Appropriate accounting policies and estimates have been consistently applied in preparation of financial statements except
changes as disclosed in note 4.1.1 to the financial statements.
4. International Accounting Standards, as applicable in Pakistan, have been followed in preparation of financial statements and
departure therefrom, if any, has been adequately disclosed.
5. The system of internal control is sound in design and has been effectively implemented and monitored.
6. There are no significant doubts upon the Bank's ability to continue as a going concern.
7. There has been no departure from the best practices of the code of corporate governance.
8. The key operating and financial data of last six years of the Bank is placed below:
Rs. in millions
2018 2017 2016 2015 2014 2013
Shareholders' Equity (Restated) 37,002 40,498 39,670 36,828 34,750 27,984
Paid-up capital 10478 10,478 10,478 10,478 10478 10478
Total assets (Restated) 673,396 660,666 538,007 502,433 409,894 322,275
Deposits (Restated) 543,578 508,104 429,932 402,671 319,597 247,348
Advances 226,690 174,319 142,962 132,647 134,751 129,834
Investments 346,666 396,637 314,619 292,779 221,761 142,444
Profit pre-tax 10,074 9,129 10,334 12,539 7,312 5112
Profit post-tax 6,161 5,509 6,119 7,656 4,927 3,526
Earnings per share (Rs) 588 526 584 7.31 47 337
Cash dividend (%) - final 20 30 30 20 25 20
-interim - = = 20 = =
No. of staff 4,841 4,719 4,597 4,277 3914 3,559
No. of branches / sub branches 352 320 307 276 240 214

Value of investments of Provident Fund and Gratuity Scheme are as under:
- Provident Fund Rs. 2,875.528 million as at 30 June 2018.
- Gratuity Fund Rs. 1,214.825 million as at 31 December 2018.
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RISK MANAGEMENT
STATEMENT ON RISK MANAGEMENT FRAMEWORK

Risk Management aspects are embedded in HabibMetro's strategy and organization structure. The Bank has devised a cohesive risk
management structure for credit, operations, liquidity and market risk, with an integrated approach and strong internal controls.

The Bank's entire branch network is on-line and its state-of-the-art processing system is secured with adequate processing capacity.
Separation of duties is built into the Bank's system and organization. The Internal Audit Division conducts independent, risk-based
review and verification of the Bank's branches and major functions throughout the year for evaluation of the control system.
Comprehensive internal reports and MIS are additional tools for management in risk control. The Risk Management Division is staffed
with professionals, covering all aspects of risks.

The Bank's Central Management Committee, along with Board Risk and Compliance Committee and Board of Directors, oversee the
Bank's strategy, efforts and processes related to risk management.

CREDIT RISK

HabibMetro maintains a strategy to control credit risk through product, geography, industry and customer diversification. The Bank
extends trade and working capital financing, keeping the major portion of its exposure on a short-term and self-liquidating basis. A
major portion of the Bank's credit portfolio is priced on a floating rate basis using KIBOR as a reference, which minimizes interest rate
risk. The risk inherent in extending credit is further mitigated by robust credit granting procedures, which have been structured to
ensure proper evaluation, adequacy of security, and monitoring of exposures on an ongoing basis. This is further augmented by
centralized trade processing and credit administration.

MARKET / LIQUIDITY RISK

The Asset and Liability Management Committee reviews, recommends and monitors limits for FX and Money market exposures. The
strategy is to balance risk, liquidity and profitability. The Board approved investment policy focuses on, amongst other aspects, asset
allocation and operating guidelines. Furthermore, the monitoring of market and liquidity risk is ensured in line with Board approved
Market and Liquidity Risk Management Policy.

STRESS TESTING

Stress testing techniques are used to assess risk exposures across the institution and to estimate the changes in the value of the
portfolio, when exposed to various risk factors. Risk factors used in stress testing models are Interest Rate, Credit, Equity Price, Exchange
Rate and Liquidity. The Bank's stress testing methodology ensures adherence to the SBP guidelines as well.

OPERATIONAL RISK

Operational Risk is prevalent in all area of banking activities and remains a major challenge worldwide. Identification of this risk prior
to the events and building mitigating controls for the same, have always been the Bank's priority. The Bank has a dedicated Operational
Risk Management Unit for carrying out Risk and Control Self-Assessment. This is reviewed by the process owners (first line of defense)
and thereafter by the Operational Risk & Control Committee and the Board. Accordingly, remedial actions are undertaken. All policies
and procedures are reviewed by Risk Management, inter alia, by Operational Risk and Internal Control Unit of the Bank. This is to
enhance the Bank's sustainability and for ensuring achievement of planned objectives. The Bank also has a well-established Business
Continuity Plan, an Information Security Unit and strong independent Internal Audit set up.
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COMPLIANCE

Your Bank continued to strengthen compliance oversight across its network during the year that included enhancing stringent
KYC/AML controls and increasing regulatory compliance awareness. The Compliance function provides support and counsel to
management and staff on compliance and regulatory issues. All new policies and procedures, initiatives, products, services, business
processes etc. are reviewed from a compliance perspective along with maintaining relationship with regulatory authorities. It is also
involved in developing and maintaining a requlatory library that includes circulars issued by the State Bank of Pakistan and other
relevant regulatory authorities. Furthermore, facilitation and liaison with the State Bank of Pakistan and its on-site Inspection teams
is a key role played by this unit to ensure smooth conduct of the SBP inspection. Moreover, inquiries from Law Enforcement Agencies
(LEAs) are also facilitated through this unit.

With the highly challenging and demanding global AML/CFT environment, Bank's AML function is fully committed towards
implementation of highest standards of compliance within the Bank and ensures management and employees adhere to these
standards. The Bank's state-of-the-art Transaction Monitoring System (TMS) facilitates in monitoring activities including those related
to money laundering through the Bank's channels, products and services. The TMS monitors out-of-pattern transactions and reviews
different transactional activity through multiple AML scenarios embedded in it. In addition, the Bank has a robust Customer Due
Diligence (CDD) process that allows the Bank to document/update each profile of customer and conduct comprehensive CDD as
per regulatory requirements. Being a trade-oriented bank, Cross Border Transactions are screened and pre-approved by Compliance
to ensure that no business is conducted with sanctioned countries. In addition, AML Unit in collaboration with Regulatory Risk and
Compliance unit reviews products and policies from AML perspective.

Your Bank has also participated as a Foreign Financial Institution (FFI) and is fully compliant with the Foreign Account Tax Compliance
Act (FATCA) by collecting additional information and documentation from prospective clients, in order to determine whether or not
they have any US tax reporting responsibilities. FATCA is a US legislation aimed at preventing tax evasion by US Persons and Companies
that came into effect on 1 July 2014.To ensure compliance with the FATCA legislation, Compliance Division facilitates coordination,
training, development and monitoring of FATCA requirements.

Common Reporting Standards (CRS) is a global standard approved by the Organisation for Economic Cooperation & Development
(OECD) Council and has been translated into domestic law by Government of Pakistan through Income Tax Ordinance 2001 vide
SRO 166 (1)/2017. The Bank is compliant with CRS rules and for this purpose accounts are scrutinized to establish their tax residency
for further reporting to Federal Board of Revenue (FBR).

In order to efficiently report Suspicious Transaction Reports (STRs) and Currency Transaction Reports (CTRs) to the Financial Monitoring
Unit (FMU), the process of reporting was automated through goAML application by Compliance Division.

Compliance also assures identification, monitoring and resolution of regulatory issues (including follow-up) through on-site reviews
by Area Compliance Officers (ACOs), who also provide training to the branch staff. Furthermore, ACOs also play a key role in enhancing
the compliance culture in the Bank by ensuring improving standards of adherence with regulations at branch level.

Whilst focusing on creativity and innovation, Compliance function will continue to increase its effectiveness through professional
development of its staff and strengthening of functional solutions.

CONTROLS

The Internal Control Unit (ICU) working as a part of the risk management team of the Bank is responsible for implementing and
maintaining a sound system of internal controls to ensure efficiency and effectiveness of operations, compliance with legal requirements
and reliability of financial reporting. Adequate systems, processes and controls have been put in place by the management to identify
and mitigate the risk of failure to achieve the overall objectives of the Bank.

The Bank's organization structure and lines of authority are well-defined and processes throughout the Bank are governed by policies
and procedures approved by the Board. Existing policies and procedural manuals are reviewed at regular intervals and improved

14






	87.pdf (p.1)

