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Vision

To make a tangible contribution to economic development in both
sponsoring countries by supporting the industrial sector including agro-
based, Infrastructure projects and the service sector, along with
emphasis on promoting financial inclusion of small & medium
enterprises in Pakistan.

Mission

Pak Oman will endeavor to provide cutting edge financial solutions to
meet the requirements of its target customer base, with emphasis on
customer satisfaction. Our focus will remain on supporting economic
development in both sponsoring countries and on maximizing returns to
all stakeholders. We will aim to be the employer of choice.



Code of Ethics / Business Practices

Pak Oman Investment Company Limited operates on the basis of honesty,
integrity and fair play. All employees are strictly directed to adhere to the
Company’s Code of Business Practices and ensure that at all dealings be open and
transparent. Management and employees are pledged to:

» Be an ethical role model

» Treat colleagues with respect and dignity

» Protect and enhance the Company’s assets and reputation

» Make only factual and truthful statements about the Company’s product

» Understand and comply with Company Laws, regulations and policies
wherever applicable

» Comply with health, safety and environmental laws and policies

» Provide a work environment free from intimidation and harassment
» Comply with the Company’s employees service rules

» Safeguard the privacy and confidentiality of customer data

» Protect confidential information and trade secrets
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Chairman’s Review

It gives me pleasure to share with you the performance of Pak Oman Investment
Company for year 2019. The Company completed a difficult year being affected
adversely by the macro and micro economic environment. Despite all the
negative factors, your Company has able to achieve:

o

Profit after tax of Rs 504 million (US$ 3.3 million) compared to Rs 464 million
of 2018 (US$ 3.0 million), this depicts an increase of 9% over 2018. This has
been achieved due to a well-planned strategy and a stable management team
enabling the Company to deliver consistent value for our shareholders.

On cost management, measures of cost control yield results and expenses
growth was restricted to 4.5% over 2018 despite average inflation of over
10.2% in 2019.

Credit performance remained strong, advances portfolio stood at Rs 20,024
million (US$ 129.3 million) compared to Rs 20,481 million (US$ 132.3 million)
in 2018 despite slow-down in economy.

Robust risk management systems of your Company resulted in low infection
ratio of 3.3% along with a strong coverage ratio of 81%, well above the
September 2019’s DFIs averages of 15% and 66% respectively.

Avoided imminent losses by discontinued taking exposure in the stock
market in view of the economic slow-down.

It continued to focused on its core business of lending.

Deposit of Rs 8,576 million (US$ 55.4 million) largest portfolio amongst the
peer group. Deposit mobilization from the retail sector, now stands at Rs
1,692 million (US$ 10.9 million) compared to Rs 1,236 million (US$ 7.9
million) in 2018.

The Company maintained its Credit Rating of AA+ and Corporate
Governance Rating of CGR 9 by VIS Credit Rating Company.

Overview of Operations

Corporate Banking

In 2019, Corporate Banking Department, by selectively targeting top existing
customers and growth industries, disbursed Rs 5,528 million compared to Rs
6,853 million in 2018, thereby maintaining its advances portfolio as the largest



amongst the DFIs in line with its consolidation strategy. The disbursements
included contribution of the SME unit to the tune of Rs 208 million during the
year (2018: Rs 201 million).

Corporate Banking managed to maintain a well-diversified portfolio with Textile
sector having the largest share in the total loan portfolio at 21.4%, followed by
Oil & Gas, Construction/ Housing and Communications and Media sectors with
exposures of 11.1%, 7.5% and 7.3% of the advances portfolio respectively.

In 2019, majority of the portfolio comprised of long term finance, followed by
medium term finance and lease finance with smaller shares.

A brief snapshot of Corporate Banking’s advances portfolio mix is as follows:
Sector Exposure 2019

Paper, Board &

. o
Petroleum, Oil & Packaging 2%

Gas 11%

Textile 21%

Food, Beverages &
Tobacco 6%

Cement 2%

Power 6%

Construction 8% Chemicals &
Fertilizers 2%
Sugar 5%
Others 7% Engineering 2%
Electronics 4% Healthcare 2%
Media/ Comm 7%
Auto & Allied 2% Pharmaceutical 1%

Transportation 5%  Finance 7%

Investment Banking

During 2019, Pak Oman participated in the Rated, Unsecured & Subordinated,
Tier I, Privately Placed TFC Issue of Habib Bank Limited, to the extent of Rs 300
million. Pak Oman also participated in the Rated, Secured and Privately Placed
Term Finance Certificate Issue of Kashf Foundation Limited to the extent of Rs 50
million. Further, Pak Oman participated in the Rated, Listed and Secured Sukuk
Issue of Rs. 25,000 million of K-Electric Limited to the extent of Rs. 500 million.

In addition to the above transactions, Pak Oman acted as Trustee/Security Agent
for the various securities issued including Pak Arab Fertilizer PPTFC, Al Arabia
Sugar Mills PPTFC, Pak Arab Fertilizer STFA, Askari Bank Ltd- Tier 1 TFC,



WorldCall Telecom Limited Listed TFC, Shakarganj Food Sukuks, United Bank
Limited Tier 1 TEC, Kashf Foundation PPTFC and Masood Textile Mills Sukuks.

Treasury

Treasury department persistently play significant role in contributing towards
profits for the company. During 2019, discount rate increased by total 325 points
making it challenging to effectively manage treasury book. Despite tough
economic conditions, treasury department successfully handled ALM book by
proactively aligning investments accordingly and successfully booked capital
gains of approximately Rs 139 million and net interest income of Rs 644 million.

Corporate sales desk remains very active in trading of government and corporate
debt securities with its corporate clients and providing financial advisory.

Pak Oman Investment Company is reappointed as Primary Dealer by State Bank
of Pakistan, acknowledging contribution in development of secondary markets
of Government securities.

Treasury team is energetic and determined to perform under challenging
situations.

Risk Management

It is critical that our risk management approach continues to evolve and develop
to meet the ever-changing risk landscape facing our business, to ensure it
remains relevant and effective in generating safe and sustainable performance
and growth for the company. This is further reflected through a low NPL to
assets ratio. Pak Oman is also compliant with State Bank of Pakistan
requirements for implementation of BASEL Accords. Furthermore, its Capital
Adequacy Ratio and Net Stability Funding Ratio are well above the stipulated
requirements, hence giving it ample cushion to cover any unforeseen events and
room for growth. The company has also put in place a strong control
infrastructure to minimize the operational risk and various procedures and
processes are being used to proactively manage operational risk.

Support Operations

Finance, Information Technology, Human Resources and Administration played
their role in supporting core operations of the Company. Information
Technology Department placed special emphasis on the re-development of
existing application systems in order to bring necessary improvements. The
company’s IT infrastructure was upgraded in order to improve system



availability and performance. Human Resources on the other hand worked on
managing turnover rate and facilitated training and development of all
employees.

Management Committees

To implement prudent practices, foster joint decision making and bring into play
participation from all areas, the following Management Committees functioned
actively during the year:

(i) Credit Committee

(ii) Assets & Liabilities Committee (ALCO)

(iii) Risk Management Committee

(iv) Coordination Committee

(v) Purchase & Works Committee

(vi) Information Technology Committee

(vii) Capital Market Review Committee (CMRC)
(viii) Performance Evaluation Committee

(ix) Control & Compliance Committee

Contribution to Social Responsibility

As a responsible corporate citizen, it has been the vision of your Company to
empower the community through socio-economic development of
underprivileged and weaker sections. Pak Oman acknowledges its responsibility
in a manner that its activities influence its customers, employees and stake
holders. Your Company strives to proactively encourage community growth and
development, thereby contributing in building a sustainable future. To help the
weaker section of the society in their efforts of poverty alleviation, your
Company has established a country wide Microfinance bank in association with
the Government of the Sultanate of Oman.

Some of Pak Oman's CSR initiatives are as follows:

Professional Education Foundation

Professional Education Foundation (PEF) is a “Not for Profit Organization”,
established in 2009, with a sole aim to poverty alleviation through professional
education and financially support underprivileged students for their professional
education. PEF scope includes bachelor degree programs for Engineering,
Medicine, Agriculture, Management and IT disciplines. At PEF scholarships &



financial assistance are given to the students on “Need cum Merit Basis”.
Currently PEF is funding over 1,700 students.

Sharmeen Khan Memorial Foundation

Sharmeen Khan Memorial Foundation (SKMF) is a “Not for Profit Organization”
with a sole aim to improve the basic education and living standards for the
underprivileged. Since its inception SKMF has adopted seven government
schools and has been able to successfully increase the enrolment of students in
both primary and secondary from 700 to 1,300 students besides initiatives on
portable clean drinking water through rehabilitation of 6 water wells in the
Tharparkar region and 7 water filtration plants in densely populated areas of
Karachi.

Fiends of Pink Ribbon

Friends of Pink Ribbon is a non-profit public organization, is striving to reduce
breast cancer mortality in the country, by creating widespread awareness about
early deduction and increasing access to treatment. Pink Ribbon is setting up
Pakistan’s 1st dedicated Breast Cancer hospital in Lahore to serve all of Pakistan.

The Health Foundation

The Health Foundation (THF) is a non-profit public service organization and is
focusing on awareness, prevention, collaboration and treatment of Hepatitis.
Currently, THF is running projects in Karachi, Sanghar, Thar, Ghotki and
Lahore. To date More than 965,850 people sensitized regarding Hepatitis B & C
protection and prevention through multiple awareness sessions; 467,980 persons
fully immunized against Hepatitis B and Over 9,257 patients have been treated
for Hepatitis B & C free of cost.

Developments in Literacy

Developments in Literacy (DIL) operates under the auspices of a US-based Board
of Directors and a Pakistan-based Board of Trustees. DIL educate and empowers
underprivileged students especially girls by operating student centered model
schools and providing high quality professional development to teachers and
principals throughout Pakistan. DIL currently operates and manages 135 school
campuses across Pakistan and able to educate nearly 26,000 students annually
and train 2,000 teachers.



2020 and Beyond

The financial industry outlook remains challenging in view of expected
suppressed economic activity and resultant risks to asset quality, weak credit
expansion, inflationary pressures on the cost of doing business and regulatory
tightening. However, your Company’s comfortable position with respect to
capital and liquidity, strong system of credit origination and credit monitoring,
give it enough confidence that Pak Oman is well positioned for sustainable
growth and building long-term shareholder value.

In view of dismal investment environment and macro/micro economic
challenges, Pak Oman’s shareholders has decided to inject further equity into
POAMCL to make it complaint to regulatory requirements and ensure successful
operations through its further restructuring and re-organisation. With these steps
we expect higher returns to the shareholders’ going forward.

I have pleasure to report that Pak Oman Microfinance Bank Limited has started
journey towards in a right direction. I believe, going forward the performance of
Pak Oman Microfinance Bank Limited will further improve.

Acknowledgement

On behalf of the Board of Directors of the Company and myself, I take this
opportunity to acknowledge the dedicated services of the employees of the
Company. I feel delighted to say that we take great pride in our team, who are
motivated and much focused towards a collective goal. It is a pleasure to see
such diversification within the organisation. We are an equal opportunity
employer and encourage people from all walks of life to apply. Pak Oman’s key
strength remains its highly qualified and forward looking management, which
under the able guidance of the Managing Director has created and sustained a
leading position in an increasingly competitive environment.

I would like to express my gratitude to our stakeholders, the respective
Governments of Sultanate of Oman and the Islamic Republic of Pakistan, and
customers for their valuable support and cooperation & the regulatory bodies for
their guidance.

Yahya Bin Said Bin Abdullah Al-Jabri
Chairman
Karachi: February 12, 2020



DIRECTORS’ REPORT

On behalf of the Board of Directors, we are pleased to present the Eighteenth Annual
Report and Financial Statements of your Company, along with the Consolidated Audited
Financial Statements for the year ended December 31, 2019, together with Auditors’
Report thereon.

Economy

Pakistan’s economy is passing through consolidation and stability phase by addressing
structural imbalance issues and this in short term is impacting its growth. In addressing
the structural imbalance, forex management was moved to a market — determined regime
and in that cycle Rupee lost 35% parity compared to US$ whereas over last two years
Rupee has been depreciated by 53% against US$. In the back drop of strong inflationary
trend, State Bank of Pakistan has maintained stance of monetary tightening and increased
policy rate cumulatively by 325 bps to 13.25% during 2019 and in aggregate 750 bps has
been increased over the last eighteen months. This stance is causing higher cost of doing
business and in turn slowing down economic growth, consequently the GDP growth
outlook for fiscal year 2020 remains subdued.

Devaluation of Rupee and upward adjustment in utility tariffs have contributed to strong
inflationary build-up and is expected that inflation will be over 12 percent in the coming
months, highest in last ten years and likely to remain at an elevated level for next two
years.

Structural imbalance will require time for adjustment besides determination by the
Government. However, some positives were noted due to resumption of IMF program,
activation of Saudi oil facility and other commitments from multilateral / bilateral
partners, improving consumer & business confidence and widening of tax base measures.
Further, government has also made progress on business reforms, reflected in the
country’s move from 136™ to 108" in the World Bank’s latest ease of doing business
survey.

The continuation of Government policies for stabilizing fiscal imbalances, broadening of
tax base, controlling inflation, increasing FDI (except under CPEC), restructuring /
privatization of State Owned Enterprises and divert funds to more productive
developments will remains major challenges for 2020.



Financial Highlights

As at As at
Dec 31, Dec 31, Dec 31, Dec 31,
2019 2018 2019 2018
US $ in million Rs in million
3.3 3.0 Profit after taxation 504 464

Earning per Share (basic & diluted)

US$ 0.0053 US$ 0.0049 of Rs 10/- each

Re0.82 Re0.76

129.3 132.3 Advances 20,024 20,481
383.4 183.6 Investments 59,376 28,433
594.7 375.3 Total Assets 92,083 58,110

Operational Review

We are pleased to inform that despite challenges to economy, your Company’s
performance remained satisfactory. During the year ended December 31, 2019, your
Company has recorded profit after accounting for the tax liability was Rs 504 million
(US$ 3.3 million) compared to corresponding period profit after tax of Rs 464 million
(US$ 3.0 million), witnessing an increase of 9% over 2018. This has been achieved
despite adverse timing difference between re-pricing of earning assets and remunerable
liabilities under rapidly rising interest rate scenario. Pak Oman’s has achieved this result
despite difficult operating conditions of DFIs due to slow economic growth and is one of
the highest profit among the peer institutions.

Total revenue for the year was reported at Rs 1,257 million (US$ 8.1 million) compared
to Rs 1,001 million (US$ 6.5 million) in 2018, improving by 26%. Positive volumetric
growth in average earning assets and improving spreads have contributed 22% rise in net
interest income compared to 2018 despite re-pricing leg between earning assets and
remunerative liabilities.

Your Company continued its active participation as a primary dealer and has realized
capital gains of Rs 139 million (US$ 0.9 million) compared to Rs 27 million (US$ 0.2
million) in 2018.

On cost management, measures of cost control yield results and expenses growth was
restricted to 4.5% over 2018 despite average inflation of over 10.2% in 2019. However,
going forward administrative expenses may witness surge in view of current inflation of
over 12% which likely to remains in double digit.



Robust risk management systems paved way for your Company’s low infection ratio of
3.3% along with a strong coverage ratio of 81%, well above the September 2019’s DFls
averages of 15% and 66% respectively.

Advances portfolio stood at Rs 20,024 million (US$ 129.3 million) compared to Rs
20,480 million (US$ 132.3 million) in 2018. Our loan growth strategy is focused on the
acquisition of quality advances and maintaining an efficient risk weighted assets profile.

In view of future interest rate scenario your company has readjusted its assets portfolio
and increased exposure in Government securities. Resultantly, investments has increased
to Rs 59,376 million (US$ 383.4 million) compared to Rs 28,433 million (US$ 183.6
million) in 2018.

Your Company has avoided imminent losses by timely discontinued taking exposure in
the stock market in view of the economic slow-down.

Due to well-planned and executed strategy, deposits of your company grew to Rs 8,576
million (US$ 55.4 million), the Company holds one of the largest deposit portfolio
amongst the peer group. During the period under review retail deposits grew to Rs 1,692
million (Rs US$ 10.9 million) compared to Rs 1,236 million (US$ 7.9 million) in 2018.

Company’s total assets increased to Rs 92,083 million (US$ 594.7 million) compared to
Rs 58,110 million (US$ 375.3 million) as at December 31, 2018. This increase in total
assets is the result of readjustment in assets combination owing to future interest rate
scenario.

Your Company’s capital adequacy ratio (CAR) stood at 15.57% as of December 31,
2019, meeting the requirement of the SBP, whereas consolidated CAR stood at 15.13%,
depicting a well-capitalised position of the Company.

Appropriations

The Board has recommended following appropriations:

For the Year ended 2019

Rs million | US$ million

To Statutory Reserve

100.861 0.65

Cash Dividend @ Rs 0.70 per share

430.5 2.18




Change in Accounting Policy

During the year, Company has adopted IFRS 16- the accounting standard for leases. The
impact of the adoption of IFRS 16 on the Company’s financial statements is disclosed in
note 2.4.2.

Credit Rating

Your Company has been assigned a medium to long-term rating of AA+ (Double A Plus)
and short-term rating of A1+ (A one Plus) by JCR-VIS Credit Rating Company Limited.

This rating indicates a superior quality of credit and strength of protection factors. The
assigned rating is primarily driven by development of a sustainable profit base for the
Company and its relative position amongst peer group institutions.

Corporate Governance Rating

Your Company has also been assigned a corporate governance rating of CGR-9 by JCR-
VIS Credit Rating Company Limited.

The assigned rating denotes a very high level of corporate governance and is the result of
adoption of best practices within the Company.

Primary Dealer of State Bank of Pakistan

Acknowledging Pak Oman’s role in the development of the primary and secondary
markets for Government Bonds, the State Bank of Pakistan has reappointed Pak Oman as
a Primary Dealer for the financial year 2019-2020.

Pak Oman Microfinance Bank Limited

Pak Oman Microfinance Bank Limited (POMFBL) is a nationwide microfinance bank,
with its presence in the four provinces and Azad Jammu & Kashmir of Pakistan. Its
sponsors are the Government of the Sultanate of Oman, LOLC (Pvt) Limited and Pak
Oman Investment Company Limited. POMFBL is offering a range of micro credit and
micro savings products and aspires to alleviate poverty / improves the living standards of
their customers and empowers the women. It has an aim to reduce poverty through
entrepreneurship by giving opportunities to small and medium entrepreneurs for the
betterment of the economy as well as their well-being.



The salient features of Pak Oman Microfinance Bank’s performance are:

2019 2018
Branches 30 23
Service Centre 35 26
Borrowers as of December 31, 59,688 40,145
Disbursement for the year Rs 2,723,527,000 Rs 1,666,254,000
Average loan size for the year 52,000 Rs 49,000
Outstanding Loans Rs 1,978,461,406 Rs 1,208,640,993
Deposits 6,701,291 Rs 6,784,301
Profit Before Tax 51,606,944 Rs 100,572,854
Profit After Tax 44,046,036 Rs 60,227,711
Earnings per Share 0.192 Rs 0.261

We have pleasure to report that Pak Oman Microfinance Bank Limited has started
journey towards in a right direction. We believe, going forward the performance of Pak
Oman Microfinance Bank Limited will further improve.

Pak Oman Asset Management Company Limited

As at December 31, 2019 assets under management (AUMs) of Pak Oman Asset
Management Company Limited (POAMCL) stood at Rs 5.4 billion. The Company has
tangible existence across the country with retail offices in Karachi and Islamabad. In
view of dismal investment environment and macro/micro economic challenges, Pak
Oman’s shareholders has decided to inject further equity into POAMCL to make it
complaint to regulatory requirements and ensure successful operations through its further
restructuring and re-organisation. With these steps we expect higher returns to the
shareholders’ going forward.

Risk Management Framework

Risk is an inherent part of all banking business activities. Through our well-established
risk governance structure and strong risk management culture, we closely manage our
risks with the objective of maximizing risk-adjusted returns while remaining within our
risk appetite. Therefore, Pak Oman has implemented a regimented approach towards
execution of an effective risk management framework comprising of core policies,
procedures and process designs in line with the strategic direction set by the Board of
Directors. The framework is supported by an efficient monitoring mechanism across the
organization to ensure that risks are kept within an adequate level through self-
assessment techniques, stress testing, portfolio review, early warning indicators and
dynamic monitoring. The Company is taking all essential steps to remain fully compliant
with SBP’s guidelines on BASEL reporting and specifically with respect to Basel 11l



transition. Moreover, POICL has also implemented Green Banking regulations and every
project / credit proposal is reviewed as per the approved green banking procedures.
Internal Control

The Directors endorsed the management’s evaluation related to internal control over
financial reporting and also endorsed the statement made by management relating to
internal controls.

Corporate Governance & Financial Reporting

The Directors declare that:

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

= Proper books of account of the Company have been maintained.

= Appropriate accounting policies have been consistently applied in the
preparation of financial statements and accounting estimates are based on
reasonable and prudent judgment.

= International Financial Reporting Standards, as applicable in Pakistan, have been
followed in preparation of financial statements and any departure from them has
been appropriately disclosed.

= The system of internal control is sound in design and has been effectively
implemented and monitored.

= There are no doubts regarding the Company’s ability to continue as a going
concern.

= There has been no material departure from the best practices of corporate
governance.



Number of board and its sub-committees meetings held and attendance by each Director:

Name Board of Board’s Board’s Board’s Board’s
Directors Executive Audit Remuneration & Risk
Committee | Committee | COMpensation | Committee

Meetings Held 5

Meetings Held 5

Meetings Held 4

Committee

Meetings Held 3

Meetings Held 4

H.E. Yahya Bin Said

* *
Bin Abdullah Al-Jabri S S 3
Mr. M. Zubair
Motiwala 4 4 4 2 4
Mr. Omar Hamid Khan 4 4 3 * *
Mr. Noor Ahmed 1 1 1 * *
H.H. Sayyid Juland 5 5 4 3 4

Jaifar Salim Al Said

Mr. Haitham Yousuf -
Juma Al Zadjali

(6]

Mr. Bahauddin Khan 5 5 * 1 *

*Not member.

In April 2019 Government of Islamic Republic of Pakistan has nominated Mr. Omar
Hamid Khan, Special Secretary Finance - Ministry of Finance, as director of Pak Oman
Investment Company Limited in place of Mr. Noor Ahmed.

Mr. Bahauddin Khan was appointed as the member of the Remuneration and
Compensation Committee in November 2019.

1. Corporate Governance culture and standards followed by the Pak Oman,
the governance values aspires for and steps taken to achieve them.

Pak Oman Investment Company Limited views high standards of corporate
governance as a critical component for its long term success and for the economic
health and stability of the market in Pakistan. As part of the Company’s approach to
corporate governance, the Board also fully recognizes that the success of the
company ultimately depends upon the capacity of Directors to provide the vision and
direction needed not only to survive but to develop and prosper. The Board
endeavoured to maintain and strengthen the high level of corporate governance,
continuously improving corporate transparency, ensuring the healthy development of
the company and endeavouring to enhance corporate values.

The board performs its statutory roles and fulfils its objectives by ensuring that the
company has a competitive leadership and an effective executive management. The
board then establishes significant policies/frameworks and the code of conduct and
delegates the authorities and responsibilities down the line for the company’s smooth
operations.




2. Process of nomination and selection of Board members (including executive
directors)

a.

Process of appointment and nomination of Directors.

Pak Oman has two directors and the Chairman nominated by the (ministry of
Finance) Government of Sultanate of Oman while two directors and the
Managing Director are nominated by the (ministry of Finance) Government
of Pakistan. These nomination letters confirm the appointment of the
respective Director on the board of Pak Oman.

Profile of each of the director

H.E. Yahya Bin Said Bin Abdullah Al-Jabri
Chairman of the Special Economic Zone at Dugm, Sultanate of Oman

His Excellency Yahya Bin Said Bin Abdullah Al-Jabri has vast experience
of global corporate & investment banking with academic qualifications from
prestigious American schools including the Kellogg School of Management,
Harvard Business School and Darden University wherein, he attained
degrees in advanced Management programs.

He holds senior positions in Oman's leading business & financial sectors
such as being a member of the Board of Governance at the Central Bank of
Oman, a Board member of the Oman Investment Fund, Chairman of Pak
Oman Investment Company Limited and Chairman of the Capital Market
Authority.

Earlier in his career, Excellency also represented Oman International Bank
(Former) in the capacity of General Manager, where he was responsible for
the complete operational aspect of the Bank which comprised of 81 local and
4 overseas branches in India & Pakistan.

On June 1999, he was appointed as the Executive President of the Capital
Market Authority which is a regulatory entity entrusted with the function of
upgrading the efficiency of the capital market, regulating its operations and
establishing the rules of professional conduct among the participants of the
securities market which would help protect investors from unsound and
unfair  practices in the interest of the national economy.

He is also currently a member of the Hawkamah Institute for Corporate
Governance.

On the 30th of October 2011 H.E. has been appointed as the Chairman of



Dugm Special Economic Zone Authority which is taking shape in a strategic
location at the northern Al Wusta Governorate. This is a giant project which
is part of the government's efforts to accelerate the growth rate and maintain
sustainable economic and social development aimed at diversification of
resources particularly on areas like foreign trade, investment, tourism and
fisheries and creation of new job opportunities for Omanis.

Mr. Haitham Yousuf Juma Al Zadjali
Director of Program and Performance and GFMIS Project Director

Mr. Haitham Yousuf Juma Al Zadjali has 17 years of proficient experience in
managing various projects as directed by the Ministry of Finance-Sultanate
of Oman. He has extensive experience in the fields of Actuarial Valuation,
Project Management, Change Management, Business implementation,
Human Resource Management, Financial Systems Management.

In addition, he is also a member of the Board of Directors of Oman Liquefied
Natural Gas LLC (Oman LNG), Oman Logistic Company and Pak Oman
Microfinance Bank Limited.

Mr. Bahauddin Khan
Managing Director & CEO

Mr. Bahauddin Khan has 35 years of Banking experience in both
Multinational and local banks. He commenced his career with Standard
Chartered Bank and has been associated with Deutsche Bank, Union Bank
and UBL in senior positions. He joined Pak Oman Investment Company
Limited from Bank Al Falah where he was serving as Chief Operating
Officer.

A Master in Business Administration, Mr. Khan comes with a diverse
enterprise background possessing strong Operations and Technology
acumen. His proven proficiency includes all areas of Operations,
Compliance, Information Technology, Trade Finance and Treasury along
with ~ broad  spectrum  expertise in  other support services.

Mr. Bahauddin Khanis a Director of Pak Oman Microfinance Bank and
Chairman of its Advisory Committee and a Director of Pak Oman Asset
Management Company Limited.

Beside the above he is also nominee Director of Oman Oil Company on the
Board of Orient Power Company Limited, a 212 MW IPP located at Balloki,
Punjab.



Mr. M. Zubair Motiwala
Director - Pak Oman Investment Company Limited

Mr. Muhammad Zubair Motiwala is a prominent industrialist and has played
an outstanding role in strengthening the national economy by promoting
industrialization. He has served the business community in various
capacities as one of the leading representatives from the industrial sector.

He remained Advisor to Chief Minister Sindh on Investment from January
2009 to July 2011 and Chairman Sindh Board of Investment from July 2011
till October 2013.

He carries the honor to be elected as the Chairman of All Pakistan Textile
Processing Mills Association (Central). In 1996 Zubair was taken as the
member of Prime Minister's Committee on Textile and Exports.

In 1996-97, he was elected as the Chairman of SITE Association of
Industry. He also served the industrial sector as the Chairman of the Council
of Karachi Industrial Associations during 1997-98 and was elected as
President Karachi Chamber of Commerce & Industry in 2000.

He has been the Director on the boards of various public and private
organization which include Workers Welfare Funds Islamabad, Karachi
Electric Supply Corporation, Karachi Water and Sewerage Board, Sindh
Industrial Trading Estate (SITE), Export Processing Zone Authority,
IBA Karachi, Ziauddin Medical University, National Bank of Pakistan,
College of Business Management, Hamdard University, Sir Syed University
of Engineering, Benazir Bhutto Shaheed Youths Development Programme
& Technology and Bagai Medical College Hospital. Mr. Motiwala is on the
advisory board of IT and Telecom Division, Ministry of Science &
Technology, Government of Pakistan, and Federal Tax Ombudsman.

In November 2009, Mr. Zubair Motiwala was nominated as the Board of
Directors of “Sindh Public Procurement Regulatory Authority (SPPRA).In
February 2010 he was chosen as a Chairman of Steering committee for
Investment Promotion in Sindh.

He led several Pakistan trade delegations abroad; in recognition of his
leadership skills and business acumen has been appointed as the Honorary
Consul General of the Republic of Burundi.



H.H. Sayyid Juland Jaifar Salim Al Said
Manager — Risk Management State General Reserve Fund — Sultanate
of Oman

H.H. Juland Jaifar Al Said has over 12 years of experience working at the
State General Reserve Fund (SGRF), the largest sovereign wealth fund of
Oman in the areas of private equity and real estate direct investment. He
currently manages the Private Markets investment risk division and played
a significant role in the establishment of the Risk and Compliance function
at SGRF in 2013, promoting a risk based approach to investment decisions
and embedding global risk standards to the investment process of the fund.

Mr. Omar Hamid Khan
Special Secretary Finance- Ministry of Finance Pakistan

Mr. Omar Hamid Khan is presently serving as Special Secretary in Finance
Division. He has versatile experience in Public Development, Policy
Formulation, Strategic Management and Implementation at federal/
executive7 levels being a career civil servant. He also served as Secretary
Benazir Income Support Program (October 17 — 28, January, 2019),
Additional Finance Secretary (Expenditure) in the Finance Division,
Additional  Secretary, Economic Affairs Division, Senior Joint
Secretary/Spokesman in Ministry of Interior, Senior Joint Secretary in the
Cabinet Division, Joint Secretary/Principal Staff Officer to the Principal
Secretary to Prime Minister, including various stints as Deputy Secretary
Prime Minister’s Secretariat, Establishment Division and Deputy Director
Federal Investigation Agency. He has officially travelled in China, Mexico,
Brazil, Nepal, USA, UK, France, Spain, Switzerland and Thailand.

Mr. Khan is a MSc. (Zool) from the University of Punjab; with Post
Graduate 1 year Diploma in International Relations. He is also a graduate
of National Defence University (National Security Course 2010-11) as well
as Senior Management Course (2nd SMC) from National School of Public
Policy.



c. Details of Membership on the Board(s) of other companies

Table-1
Disclosure on Board of Directors
Sr. | Name of Dqtq of Status of Member of Number of other
No. | Directors Joining Director Board Board Memberships
/ Leaving (Independent, Committees along with name of
the Non- company(ies)
Board Executive,
Executive)*
1 [H.E. Yahya Bin Said 1/8/2001 |Non-Executive  |1. Executive . Pak Oman
Bin Abdullah Al- Director Committee Microfinance Bank
Limited
2. Remuneration & 2. Pak Oman Asset
Compensation Management
Committee Company
Mr. Muhammad 27/10/2007 |Non-Executive  |1. Audit Committee L. K- Electric
2 |Zubair Motiwala Director 2. Executive Ismail Industries
Committee Limited
3. Remuneration & [2. Diamond Textild
Compensation Mills (Pvt.) Limited
Committee
4. Risk Committee
3 [Mr. Omar Hamid 19/4/2019 [Non-Executive 1. Audit Committee (1. Civil Aviation
Director 2. Executive Authority
Committee . Pakistan LNG
Limited
. Public Private
Partnership Authority
4 |Mr. Haitham Yousuf 3/8/2018 |Non-Executive 1. Audit Committee[l. Pak Oman
Juma Al Zadjali Director 2. Risk Committee Microfinance Bank
Limited
Oman LNG,

Sultanate of Oman




5 |H.H. Sayyid Juland Non-Executive  |1. Audit Committee L. Pak Oman
Jaifar Salim Al Said [12/28/2016  |Director 2. Risk Committee Microfinance Bank
3. Executive Limited

Committee
4. Remuneration &
Compensation

Committee
Executive Director|l. Executive 3. Pak Oman
6 1/10/2015 Committee Microfinance Bank
Mr. Bahauddin Khan 2. Remuneration &| Limited
Compensation 4. Pak Oman Asset
Committee Management

Company limited
5. Orient Power
Company Limited

* As defined in Prudential Regulations for Corporate & Commercial Banking

d. The Institutions having Shariah Board shall also disclose the details
mentioned in (a), (b) and (c) above, for all the members of Shariah
Board.

N/A




3. Detailed separate disclosure for each of the Board Committees

(containing, at the minimum, following information)

a. Composition and membership of each of the Board Committees; Number
of Board and Committee meetings held during the year and attended by
each member of the Board and Committees

Name

Board of
Directors

Meetings Held 5

Board’s
Executive
Committee

Meetings Held 5

Board’s
Audit
Committee

Meetings Held 4

Board’s

Remuneration &

Compensation
Committee

Meetings Held 3

Board’s
Risk
Committee

Meetings Held 4

H.E. Yahya Bin Said
Bin Abdullah Al-Jabri

5

5

*

3

*

Mr. M. Zubair
Motiwala

2

Mr. Omar Hamid Khan

Mr. Noor Ahmed

H.H. Sayyid Juland
Jaifar Salim Al Said

(G2 N ol I S B S

(62BN ol NN RSN

N (RPlw &

Mr. Haitham Yousuf
Juma Al Zadjali

(6]

Mr. Bahauddin Khan

b. TORs of Board committees
Annexure “A”

c. Key achievements of Board Committees during the year that institution

may like to highlight

e At its four meetings, the Risk Committee dealt with the current and future overall
risk appetite and strategy of the company, in particular with regard to credit,
liquidity, refinancing, country, market and operational risks. The Risk Committee
addressed the financial and non-financial risks of the company, their identification
and their management as well as the measures to reduce them. In particular, the
Risk Committee focused on personnel and model risks as well as the risks relating
to the economic conditions of the Country. In addition, the Risk Committee
received reports regularly from the Management Board about the appropriateness
of risk, capital and liquidity as well as corresponding changes in risk-weighted

assets.




The Risk Committee also regularly received reports from the Risk Management
function concerning key issues and initiatives, the budget for the Risk
Management function, strategic stress scenarios and recovery. Furthermore, the
Risk Committee dealt with findings and recommendations from regulators on
risk-related topics. The Risk Committee monitored whether conditions in the
client business are in line with the company’s business model and risk structure.
The Audit Committee met four times in 2019. The Audit Committee supported us
in monitoring the financial reporting process and intensively addressed the
Annual Financial Statements and Consolidated Financial Statements, the interim
reports as well as the Annual Report. Within the context of the financial reporting
process, it supported us in monitoring the implementation of the new International
Financial Reporting Standard 9 as well as the recognition of provisions. The
Audit Committee also dealt with the valuation of various departments of the
company. The Audit Committee was kept up-to-date on the work of the Auditor,
its audit plan and its resources. It addressed measures taken by the Management
Board to remediate deficiencies identified by the auditor, external Audit and
regulatory authorities. It also regularly received updates on the status and progress
in this context and in the remediation of findings. We issued the mandate to E&Y
as the independent auditor and, with the support of the Audit Committee, set the
amount of the auditor’s remuneration.

The Remuneration & Compensation Committee met three times in 2019. It
monitored the appropriate structuring of the compensation systems for the
Management Board and employees, along with the compensation for the heads of
control functions and material risk takers. It also dealt with the Compensation
Report, which concluded the company’s compensation system is appropriately
structured and in accordance with the requirements of the law. The RCC
concurred with this assessment.

The Executive Committee met 4 times in 2019.

d. TORs of Shariah Board, number of meetings held and attended by each

member. (for institutions required to have Shariah Board)

N/A

4. Disclosure related to appointment and scope of work of external expert(s) (if

any) for formulation and implementation of remuneration policy and



Assessment of Board performance. The Chairman to certify that the experts
hired are independent and no conflict of interest exists with any Board member
or any key executive.

The board has a process in place to evaluate and enhance the overall
effectiveness of the Board, its committees and individual directors (including
the MD) on an annual basis by the SECP approved PICG. The services of the
external consultant are engaged to facilitate the Board’s annual performance
evaluation. The process begins with the design of a set of surveys which are
tailored to be specific circumstances of the company and comprises of a mix of
questions. All board members are required to complete the surveys online and
the anonymity of the respondents is ensured throughout the process in order to
promote an open and casual exchange of views. The consolidated results are
shared by PICG with the Chairman who then presents the same at the board
meeting. The outcome of the meeting is collated and forms the basis of the
action plan which is agreed by the Board for implementation. The remuneration
policy is in the process of being developed in-house as per the guidelines of the
State bank of Pakistan.

Compensation Governance

Pak Oman Investment Company Limited has a robust governance structure
enabling it to operate within the clear parameters of the Compensation Strategy
and the Compensation Policies. The Board of Directors governs the
compensation of the CEO and other HoDs, while the CEO oversees
compensation matters for all other employees in the Company. Both the Board
of Directors and the CEO are supported by specific committees and functions,
in particular, the Remuneration and Compensation Committee and the Internal
HR Committee respectively.

In line with their responsibilities, the company’s control functions are involved
in the design and application of the company’s remuneration systems, in the
identification of MRTs and in determining the total amount of VC. This
includes assessing the impact of employees’ behaviour and business-related
risks, performance criteria, etc.

Remuneration & Compensation Committee (RCC)

The Board of Directors has setup the RCC to support in establishing and monitoring the
structure of the compensation system for the CEO of Pak Oman Investment Company
Limited, considering, in particular, the effects on the risks and risk management
following the regulator. Furthermore, the RCC monitors the appropriateness of the
compensation system for the employees of Pak Oman Investment Company Limited, as
established by the CEO & IHRC. The RCC checks regularly whether the total amount of
variable compensation is affordable and set under the regulatory criteria. Furthermore,
the RCC supports the Board of Directors in monitoring the MRT identification process



and whether the internal control functions and the other relevant areas are properly
involved in the structuring of the compensation systems.

The RCC consists of the Chairperson of the Board of Directors and three further Board
Members including the CEO. The Committee held three meetings in the calendar year
2019. In December, the member of the Board’s Audit Committee attended the
Remuneration & Compensation Committee meeting as guest.

COMPENSATION POLICY

Compensation Philosophy

Compensation plays an integral role in the successful delivery of POICL’s strategic
objectives. Attracting and retaining the most capable employees is central to our
compensation strategy. The cornerstone of this is the concept of pay for performance,
within a sound risk management and governance framework, and with due consideration
of market factors and societal values. As we seek to align compensation to evolving
internal and external expectations, reward structures are reviewed, and enhanced as
needed, regularly.

Compensation Structure

The policy is driven primarily by a performance-based culture that aligns employee
interests with those of the Company. The aim is to provide a competitive level of
compensation to attract and retain qualified and competent employees. The total
compensation paid to all the employees will comprise of Fixed and Variable components.

1. Fixed Compensation

Fixed compensation is the gross salary along with allowances and benefits, except
performance bonuses.

2. Variable Compensation

Variable compensation is based on annual performance appraisals, enabling alignment
of employees’ compensation with their performance, in conjunction with the overall
performance of the Company. The variable compensation of the employees is subject
to the allocation of funds in the bonus pool as approved by the Board.

The variable compensation of MRTs and MRCs of the Company is subject to
appropriate risk adjustments, intending to limit performance-based variable
compensation for excessive risk-taking.



Risk Based Compensation for MRTs and MRCs

The variable compensation of MRTs and MRCs is devised based on the following
steps:

A. Risk Profiling;

Risk Takers and Risk Controllers;
Materiality Assessment;
Performance Appraisal; and

Risk Adjustment.

mooOw

A. Risk Profiling

In establishing a risk-based compensation, the basis is an assessment of POIC’s risk
profile and its risk appetite. Risk adjustments are designed to reflect the risk appetite
of the Company. This assessment takes into account all material risks and
differentiates between risks which affect the Company as a whole and those which
affect individual business lines. It identifies the risk characteristics of POIC’s main
business lines and the risk tolerance limits for smooth operations.

POIC encourage and dissuade employees from taking actions outside POIC risk
appetite/ tolerance.

B. Risk Takers (RTs) and Risk Controllers (RCs)

Head HR&A in consultation with Head Risk Management identifies and reviews the
functions/employees as Risk Takers and Risk Controllers annually. The
classification is conducted on the below criteria:

Risk-taker is a function/employee of POIC who takes, or is willing to take, the risk
that may result in financial losses as circumstances may change, but might also
present an opportunity for a rewarding outcome for POIC.

Risk Controller is a function/employee of POIC positioned to proactively identify
risks associated with the business of POIC and may advise the mitigation thereof.

RC should be independent of the business and support units it monitors and
controls.

Others include all those departments / employees of POIC which are not classified
as Risk Takers or Risk Controllers.



C. Materiality Assessment

All the identified RTs and RCs do not necessarily have a material impact on the risk
profile of POIC. Therefore, the impact of materiality on the company’s risk profile
is assessed and MRTs / MRCs are approved by the board accordingly.

According to the size, nature, and complexities of POIC’s operations, the following
criteria are taken into account to identify MRTs and MRCs:

Criteria for Material Risk Takers:

Managing Director(MD) / Chief Executive Officer(CEQ) or any other equivalent
position or MD/CEO of fully owned local subsidiaries;

Member of senior management who are categorized as RTs i.e. direct report to
the MD/CEO or any other equivalent position;

Country Head(s) of the overseas branch(es) / operations unless the related
branch/operation is subject to similar remuneration regulations in the host
country;

All Material Business Unit heads managing aggregate assets, in their
respective business lines which represents 2% of tier 1 capital;

The staff member has managerial responsibility in the Critical Function as
determined by Board Remuneration & Compensation Committee (BRCC) and
directly reports to the Head of that Critical Function;

Concerning credit risk transactions, employee:

a. is responsible for proposing credit proposals, or structuring credit products;
or

b. has the authority to take or approve a decision on such credit risk exposures;
or

c. is a member of a Credit committee or any other committee which has the
authority to take the decisions referred to in point (a) or (b); of a nominal
amount per transaction which represents 0.7% of tier 1 capital;

Concerning the treasury portfolio, the employee is the head of a treasury desk,
including the money market, equities or is a direct report to such head. This will
not include dealers without the authority to undertake positions on their own; and

Concerning decisions to approve the introduction of new products subjecting
the bank to significant risks, the employee:

a. has the authority to take such decisions; or
b. is a member of an ALCO committee or any other committee which has the
authority to take such decisions.




Criteria for Material Risk Controllers:

. The staff member is responsible for, or is a member of, a committee responsible
for risk management or accountable for the activities of the independent risk
management function, compliance function and internal audit function; and

. The staff member heads a function responsible for legal affairs, finance including
taxation and budgeting, human resource or information technology.

D. Performance Appraisal

POIC promotes a sound dynamic performance based compensation system as a means
for achieving long-term success and encourages performance and the right behaviour.

Performance Evaluation Matrix (PEM) for MRTs and MRCs is developed in line with
the Company strategy, their job roles and responsibilities, and risk-taking behaviour.
The development of KPIs is followed as per the defined procedures mentioned in the
Annual Evaluation.

Performance appraisal impacts the performance bonuses, annual increment and / or
promotion of the employees enabling a performance-based compensation system.

E. Risk Adjustments

A risk-adjusted compensation mechanism for MRTs and MRCs is developed to limit
performance-based variable compensation for excessive risk-taking. An incentive to
take risk is constrained by incentives to manage risk. The best way to achieve this
outcome is to vary performance-based variable compensation according to risks taken
(ex-ante) and risks realized (ex-post).

. Ex-ante - by adjusting remuneration for risk as it is accrued and awarded, to
take into account potential adverse developments in the future; or

. Ex post - by adjusting accrued remuneration during (e.g. through a malus
clause) a deferral period in the light of experience and observations of risk and
performance outcome made.

The mechanism establishes a relationship between employees’ compensation
structure and their risk-taking behaviour and leverages a balance between fixed and
variable components to ensure the levels of compensation are appropriately
balanced between fixed, short- and long-term variable compensation.

The ratio of fixed to variable compensation is limited to 1:1, which means the
amount of variable compensation will not exceed fixed compensation.

The actual variable pay-out depends upon the performance appraisal subject to risk
adjustments to influence the risk-taking behaviour of MRTs and MRCs. However, it



can vary for each category of employee. The variable compensation is flexible and
can even be reduced to zero depending upon the achievement of objectives and
performance. The Board reserves the power to accord the bonuses (variable pay) of
employees.

To align risk and compensation, MRTs and MRCs variable compensation shall
subject to the following risk adjustments.

A. Deferment

The performance bonus of MRTs and MRCs will subject to deferment to reflect the
time horizon during which risks are likely to materialize and the results of poor
performance, poor risk management or misconduct identified.

The performance bonus of MRTs and MRCs will subject to deferment base on the
below criteria:

Performance
Rating/  Performance Description with . Deferment
: . Basis of Deferment
Scoring Category respect to risk Outcome
adjustment
Significantly and VC up to 70% of FC No
i consistently exceeds .
A Exceptional standards and I\:/(C:: is greater than 70% of Yes
expectations
Exceed Consistently VC up to 60% of FC No
B Expectations exceeds standards VC is greater than 60% of Yes
and expectations FC
c Meet Meets standards and xg :Jspgt;;(:;/ir?:ano% of No
Expectations | expectations EC Yes
Below Does not meet
D Expectations standard_s and
expectations Employee shall not be eligible for variable
Significantly below | compensation
E Unsatisfactory | standard and
expectations

As per the aforementioned scenarios, the deferred performance bonus shall be paid
on pro-rata, through yearly instalments over the deferment period of 3 years and 1
year for MRTs and MRCs respectively, while the remaining performance bonus shall
be paid upfront in the form of cash.



It shall be awarded and paid out in cash on conclusion of the
performance evaluation process for each year.

It shall be awarded and paid in cash on a pro-rata basis over a period
of 1 or 3 year(s) as applicable

Upfront cash

Deferred cash

Deferral Arrangements

Variable compensation of MRTs & MRCs categorized in A category shall as
follows:

Components of

Variable Deferral Deferral Period
Compensation

Amount of VC up .

Upfront cash 10 70% of EC Immediate -
Amount of VC 3 years MRT

Deferred cash exceeding 70% of Yes
FC 1 year MRC

Variable compensation of MRTs & MRCs categorized in B category shall as follows:

Components of

Variable Deferral Period
Compensation

Amount of VC up

Upfront cash 10 60% of EC Immediate -
Amount of VC 3 years MRT

Deferred cash exceeding 60% of Yes
FC 1 year MRC

Variable compensation of MRTs & MRCs categorized in C category shall as follows:

Components of

Variable Deferral Deferral Period Malus
Compensation

Amount of VC up i -
Upfront cash t0 50% of EC Immediate
Amount of VC 3 years MRT
Deferred cash exceeding 50% of Yes
FC 1 year MRC
B. Malus

Malus allows cancellation/reduction of unvested variable compensation under certain
circumstances. The compensation will subject to malus provision if a reasonable



evidence of wilful misbehaviour, material error, negligence or incompetence of the
employee causing the Company/ business unit to suffer material loss in its financial
performance, material misstatement of the Company’s financial performance, material
risk management failure or reputational loss or risk during the concerned performance
year.

In addition, the Board reserves the right to cancel (while respecting labor laws and
regulation) the disbursement of sums accrued in the past in case of:

= Significant capitalization problems for the Company; and
= Materialization of significant risks generated in the years when bonuses had
been accrued.

The deferred bonus pool may be managed using either of the following
schemes/options with detailed analysis of all the related aspects:

= Management of deferred bonus pool within the Company; and/or
= Setting up of a new scheme along with a management function and governance
mechanism for such deferred bonus pools.

Compensation for Non- Executive Directors (NEDs)

Non-Executive Directors (NEDs) will be compensated transparently and measurably
and it will be linked to the actual number of board and/or committee meetings attended
by an individual director. NED’s compensation will not include performance-related
elements such as grants of shares, share options or other deferred stock-related
incentive schemes, bonuses, or retirement benefits.

Employee Stock Option Scheme (ESOS)

The company does not offer any ESOS.

Statement of Investments of Provident & Gratuity funds

Investments of Provident & Gratuity funds as at December 31, 2019 according to their
un-audited financial statements were Rs 217 million and Rs 158 million respectively.

Auditors

The present Auditors, M/s EY Ford Rhodes & Co. Chartered Accountants retire and
being eligible, offer themselves for re-appointment. The Board of Directors, on the
recommendation of the Audit Committee, recommended the appointment of M/s EY Ford
Rhodes & Co. Chartered Accountants, as auditors of the Company for the year ending
December 31, 2020 for consideration and approval at the Annual General Meeting.



Pattern of Shareholding

Government of Pakistan: Ministry of Finance 49.99%
Secretary - Economic Affairs Division 0.01%

Sultanate of Oman: Ministry of Finance 49.99%
Ministry of Commerce & Industry 0.01%
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Annexure “A”

TERMS OF REFERENCE
EXECUTIVE COMMITTEE

COMPOSITION:
The Committee will be comprised of following directors:

e H.E. Yahya Bin Said Bin Abdullah Al-Jabri Chairman
e Mr. Muhammad Zubair Motiwala Member
e Mr. Omar Hamid Khan Member
e H.H. Sayyid Juland Jaifar Salim Al-Said Member
e Mr. Bahauddin Khan Member

Member(s) who may not be able to attend may give a proxy in favour of other member of
the same committee. In absence of any Member another director will be co-opted into the
Committee.

QUORUM:

Meeting: Three Committee Members.
Decision Making: Simple Majority
MEETINGS:

Meeting shall be held as appropriate but at least with each Board Meeting.

SECRETARY:

The Company Secretary will be the Secretary to the Committee. The Secretary is
responsible for drawing up the agenda for the meetings and circulating it, and providing
required supporting documentation to Committee members, prior to each meeting.

The Secretary shall also be responsible for keeping the minutes of meetings of the
Committee, and circulating them amongst members of the Committee.

TERMS OF REFERENCE:

The Board of Directors may from time to time, delegate all or part of its powers to an
Executive Committee upon such terms and conditions as it may deem fit and shall have



the right at its sole discretion to revoke, withdraw or vary such powers. All decisions of
the Executive Committee are ratified in the following Board Meeting. Any and all
proposals can also be sent to, and approved by the Executive Committee Members
through circulation, via simple majority. Furthermore, if a proposal has been sent by
circulation to the Members and a response has not been given by two weeks, the proposal
will be deemed to have been accepted by the said Member(s).

The powers delegated to the Executive Committee by the Board of Directors are detailed
as follows:

Q) to review and approve all business proposals (funded or non-funded) above Rs
50 million (US$ 0.833 million), including
a. credit&

b. investments in shares, and mutual funds

(i) To review and approve lines/ limit of over Rs. 50 million
a. Banks
b. Financial institutions
c. Other corporate entities
For treasury and capital market transactions;

(iii) To review and approve overall limit of Capital Market Operations
including lending under CFS;

(iv) to review and approve overall limit of debt instruments but not limited to
Term Finance Certificates, Mutual Funds, Commercial Papers and /or
Sukuk Certificates;

(v) To review and approve minimum rating for investment in Term Finance

Certificates, Mutual Funds, Commercial Papers and/or Sukuk Certificates;

(vi) To decide upon the cases of rescheduling and waiver of penal interest in
respect of the financial projects;

(vii) To decide upon the case of write-off for final recommendation to the
Board
(viii) To consider any other issue advised by the Board.

Any and all proposals can also be sent to, and approved by the Executive Committee
Members through circulation.



TERMS OF REFERENCE
AUDIT COMMITTEE
(AUDIT COMMITTEE CHARTER)

Objective

The objective of the Audit Committee is to assist the Board of Directors in fulfilling its
oversight responsibilities related to financial reporting practices, quality and integrity of
financial reports, internal control environment, regulatory compliance, risk management,
governance and business Ethics.

Composition
The committee will be comprised of the following directors:

e Mr. Haitham Yousuf Juma Al Zadjali Chairman
e Mr. Muhammad Zubair Motiwala Member
e Mr. Omar Hamid Khan Member
e H.H. Sayyid Juland Jaifar Salim Al-Said Member

The Managing Director can be invited to the committee meeting (as and when required).

QUORUM:
Meeting: Two Committee Members.
Decision Making: Simple Majority

Frequency of meetings; Frequency & mechanism of reporting to Board.
(MEETINGYS)

Meetings shall be held as appropriate but not less than four times a year. Synopsis of the
proceedings of Audit Committee Meeting shall be presented by the Chairman Audit
Committee to the Board including comments on significant matters identified by Internal
Audit function along with quarterly, half- yearly and annual financial statements of the
Company prior to their approval by the Board of Directors.

Frequency of review of ACC & Mechanism of Performance Evaluation of ACC

The Board shall, on an annual basis, review the performance & effectiveness of BAC
against the roles & responsibilities set forth in the charter through its Board Evaluation
which is done annually (in-house/PICG)



SECRETARY

The Company Secretary will be the Secretary to the Committee. The Secretary is
responsible for drawing up the agenda for the meetings and circulating it, and providing
required supporting documentation to Committee members, prior to each meeting.

The Secretary shall also be responsible for keeping the minutes of meetings of the
Committee, and circulating them amongst members of the Committee.

Authority
BAC shall have complete authority & independence to perform its roles &
responsibilities by either utilizing internal or external resources (if need arises).

Frequency & channel of communication with management.

BAC in order to discharge its role and responsibilities may direct and requisite any
information, whenever required, either through the Secretary of the Committee or Chief
Internal Auditor or directly from the management.

Roles & Responsibilities (TERMS OF REFERENCE)

The Terms and Reference of the Audit Committee shall include the following:

l. The BAC shall regularly receive and review the summary of significant
violations/observations, internal and external frauds, internal control deficiencies,
organizational and personal material conflicts of interest as identified during the
audit activities along with follow-up actions taken by management to ensure that
audit observations/recommendations receive proper and timely attention by senior
management through time bound action points/indicators to monitor
improvements.

Il. Review of quarterly, half- yearly and annual financial statements of the Company
prior to their approval by the Board of Directors. The review will focus on:

Major judgemental areas;

Significant adjustments resulting from the audit;

The going-concern assumption;

Any changes in accounting policies and practices;

Compliance with applicable accounting standards; and

Compliance with listing regulations and other statutory and regulatory

requirements

~® 00T

1. Review of preliminary announcements of results prior to publication;

IV. Review of the company’s statement on internal control systems prior to
endorsement by the Board of Directors;



VI.

VIL.

VIIL.

XI.

XII.

XII.

XIV.

XV.

XVI.

Facilitating the external audit and discussion with external auditors regarding
major observations arising from interim and final audits and any matter that the
auditor may wish to highlight;

Review of management letter issued by the external auditors and management’s
response thereto;

Ascertaining that the internal control system including financial and operational
controls, accounting system and reporting structure are adequate and effective;

Monitoring compliance with the best practices of corporate governance and
identification of significant variation thereof;

Determination of compliance with relevant statutory requirements

Responsible for recommending to the Board of Directors the appointment of
external auditors by the Company’s shareholders and shall consider any questions
of resignation or removal of external auditors, audit fees and provision of any
service to the Company in addition to audit of its financial statements;

Review of the scope and extent of internal audit and ensuring that the internal
audit function is independent has no restrictions on access to people, information,
processes, properties, records, and systems to perform their audit activities with
objectivity.

The BAC/board shall approve budget for IAF and adequate resources; that is
sufficient to carry out the planned audit activities which shall be periodically
reviewed against its status and if required provide additional resources (financial,
human, operational, physical, technological and necessary trainings) to IAF to
perform its activities.

The BAC shall review and approve ‘Internal Audit Charter’ (IAC) and annual
‘Risk Based Audit Plan’ (RBAP) as and when required.

BAC shall review ‘Internal Audit Strategy’ (IAS) and recommend approval by the
board.

BAC shall approve the appointment/re-hiring/renewal of contract and removal of
CIA; and approve other terms of employment including his/her remuneration,
allied benefits, promotion/demotion and determination of any performance-based
bonuses, increments, cash awards or other financial and non-financial benefits.

The BAC shall approve ‘Key Performance Indicators’ (KPIs) for CIA and shall
evaluate his/her performance against set KPIs on annual basis.



XVII.

XVIII.

XIX.

XX.

XXI.

XXII.

XXII.

The BAC should ensure independence of any investigations/disciplinary actions
against CIA & internal auditors.

The BAC shall annually obtain from CIA an independent assessment/opinion on
the state of FI’s internal controls based on the audits conducted over the period.

Report to board any significant matters identified by IAF/external auditors that
warrant board’s immediate attention.

Instituting special projects, value for money studies or other investigations on any
matter specified by the Board of Directors, in consultation with the Chief
Executive to consider remittance of any matter to external auditor and to any
other external body.

Review effectiveness of whistle blowing procedures for receiving (through
internal or external sources) complaints/concerns regarding business
ethics/conduct practices, governance & risk management practices, controls over
financial reporting, auditing practices etc.

The BAC must ensure that such concerns are treated confidentially and that the
reporting employee(s) are protected and not penalized in any manner whatsoever.

Consideration of any other issue or matter as may be assigned by the Board of
Directors



TERMS OF REFERENCE
REMUNERATION & COMPENSATION COMMITTEE

TITLE
The Committee is known as the Remuneration & Compensation Committee

COMPOSITION

The Committee is comprised of the following:

e H.E. Yahya Bin Said Bin Abdullah Chairman
e Mr. Mohammad Zubair Motiwala Member
e H.H Sayyid Juland Jaifar Salim Al Said Member

The Managing Director can be invited to the committee meeting (as and when required).

MEETINGS

Meeting shall be held as appropriate, but not less than once a year.

QUORUM

Meeting: Two Committee Members.
Decision Making: Simple Majority
SECRETARY

The Company Secretary will be the Secretary of the Committee. The Secretary is
responsible for drawing up the agenda and circulating it, and providing required
supporting documentation to Committee members, prior to each meeting.

The Secretary shall also be responsible for keeping the minutes of meetings of the
Committee, and circulating them amongst members of the Committee.

In the absence of the Secretary the Chairman of the Committee may nominate a Secretary
for the given period.



AUTHORITY & DUTIES

1. To ratify the appointments, compensation (including retirement benefits) of Heads of
Departments except COO, CFO, Company Secretary and Head Internal Audit, as
recommended by the Managing Director.

2. To recommend to the Board the selection, evaluation, compensation (including
retirement benefits) of COO, CFO, Company Secretary and Head of Internal Audit.

3. To review and approve the terminations, promotions, salary increments and other
benefits of Departmental Heads as recommended by the Managing Director.

4. To review (and approve) the annual evaluation reports of the departmental heads as
recommended by the Managing Director.

5. To review and recommend to the Board of Directors, the performance bonuses
payment criteria for the departmental heads, executives and other employees of the
Company.

6. To review and recommend to the Board any changes in the HR Policy Manual &
Employee Service Rules of the Company.

7. To periodically review and recommend to the BOD enhancements in the salary,
allowances and perquisites of the MD including performance bonus.

8. To review and recommend to the Board any changes to the directors’ fees.

9. To consider any other issues, topics, as defined by the Board.

The Committee is authorized by the Board to obtain outside Human Resource, legal or
other independent professional advice if considered necessary.



TERMS OF REFERENCE
BOARD RISK MANAGEMENT COMMITTEE

COMPOSITION:
The Committee will be comprised of following directors:

e Mr. Muhammad Zubair Motiwala Chairman
e Mr. Haitham Yousuf Juma Al Zadjali Member
e His Highness Sayyid Juland Jaifar Salim Al Said Member

The Managing Director can be invited to the committee meeting (as and when required).

In absence of the Chairman, the committee will be chaired by a member of the committee
nominated by the Chairman.

QUORUM:

Meeting: Two Committee Members.
Decision Making: Simple Majority
MEETINGS:

Meeting shall be held at least once every quarter with each Board Meeting.

SECRETARY:

The Head Risk Management will be the Secretary to the Committee. The Secretary is
responsible for drawing up the agenda for the meetings and circulating it, and providing
required supporting documentation to Committee members, prior to each meeting.

The Secretary shall also be responsible for keeping the minutes of meetings of the
Committee, and circulating them amongst members of the Committee.

TERMS OF REFERENCE:

The powers delegated to the Risk Management Committee by the Board of Directors are
detailed as follows:

Authorities and Responsibilities

General:
The Committee shall be responsible for establishing and maintaining a risk management
framework with an enterprise wide approach built to identify and prioritize risks and to



evaluate the alignment and effectiveness of risk management activities. In achieving
these objectives the functions of the Committee include, but these are not limited to the
following:

Credit:

Reviewing the Company wide strategy from risk perspective and ensuring that it

is prepared in accordance with Company’s policies and regulatory requirements.

Recommending the Company’s overall risk appetite as well as risk tolerance in

relation to credit, market, liquidity and operational activities.

Reviewing periodically the credit risk management and other policies and making

appropriate changes to keep them in line with any development and

environmental changes. However, in the absence of any such circumstances it is

expected that the committee shall re-evaluate these policies at least once in three

years.

Reviewing / revising new product / program of lending / investment and or new

line of business and recommending them to the Board.

Reviewing the Company’s desired capital adequacy ratio and monitoring any

significant fluctuations and exceptions to the minimum regulatory capital

requirements and seeking necessary Board approval.

Material exceptions to the risk management policies and tolerances related to risk

limits and remedial actions and ratifications of the same.

Any new risk and control framework / best practices / new legislation regime.

Review of risk appetite variance.

Review of Basel 11 / Il - ICAAP / Stress testing.

Evaluating that the Company’s overall risk exposure is maintained at prudent

levels and consistent with the available capital.

Submission of any other statement for review in accordance with SBP
guidelines / Company policy.

Approving TOR’s of Credit Committee.

To review and recommend annual credit plan to the Board.

To approve / ratify / recommend / waive / relax applicable regulatory / policy
requirements wherever it is permissible for the Board / BRMC.

To review and approve all related part exposures for approval to the Board.
Portfolio and sector analysis.

Analyze country risk where applicable.

Market Risk:

Review and recommend counterparty / FI Limits
Review and recommend Annual Treasury Plan



Ratification of treasury limit breaches for Board Approved limits
Review variance in Treasury, equity plans.

Review stress testing.

Review exception reports.

Liquidity Risk:

Review maturity / repricing gaps.
Review and recommend the Contingency Funding Plan (CFP).
Monitor funding gap

Operational Risk Management:

Review and recommend tolerance limit for operational risk.

Approval of Internal Risk Assessment Methodology i.e. Risk and Control Self
assessment (RCSA) or any other methodology for monitoring risk.

Review Operational Loss Tolerance variance (report of significant risk / loss
incidents).

Review any significant operational risk that BRMS needs to ne made aware of.
Review the report on key incidents and indicators submitted to determine the
adequacy of proposed / executed action and direct any alternative action or
implementation of proposed action.

Information Technology Security Risk Management:

Review and recommend I.T. Security strategy.

Recommend to Board IT security policy / amendments

Review status reports on information security policy implementation

Review any significant change in a business process, system or activity as
presented by the Secretary -BRMC to highlight any risks that may be incurred.
Review that the Company has a business continuity / comprehensive contingency
plan in place duly approved by the Board of Directors.
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Pak Oman Investment Company Limited
Six Years Financial Summary

December 31
STATEMENT OF FINANCIAL POSITION
ASSETS

Cash and balances with treasury and other banks
Lendings to financial institutions

Investments

Advances

Fixed assets

Intangibles

Other assets

Total assets

LIABILITIES

Borrowings

Deposits and other accounts
Other liabilities

Total Liabilities

NET ASSETS
REPRESENTED BY

Share capital

Reserves

Surplus / (defict) on revaluation of assets
Unappropriated profit

PROFITABILITY

Mark-up/Return/Interest earned
Mark-up/Return/Interest expensed
Net mark-up/interest income

Fee, commission and brokerage income
Capital gain & dividend income
Other income

Total non markup/interest income
Gross Income

Operating expenses and other charges
Profit before provisions

Reversals / (Provisions)

Profit before taxation

Taxation

Profit after taxation

CASH FLOW STATEMENT - SUMMARY

Cash flow from operating activities

Cash flow from investing activities

Cash flow from financing activities

Cash and cash equivalents at the beginning of the year
* Cash and cash equivalents at the end of the year

Financial Ratios

Return on Equity

Return on Assets

Profit before tax ratio

Gross spread ratio

Total Assets to shareholders' fund
Weighted average cost of debt
Capital adequacy ratio (CAR)

Share Information

Cash dividend per share

Basic and diluted earnings per share
Breakup value per shares

2019

2,128,067
8,132,475
59,375,922
20,024,133
201,211

5
2,221,001
92,082,814

73,681,026
8,576,392
1,471,935

83,729,353

8,353,461

6,150,000
1,265,504
161,727
776,230
8,353,461

7,521,051
(6,500,194)
1,020,857

41,637
192,288
2,344
236,269
1,257,126
(609,415)
647,711
34,136
681,847
(177,543)
504,304

38,624,252

(38,463,255)

(431,123)
2,398,193
2,128,067

6.1%
0.7%
54.2%
13.6%
11.02
11.92%
15.57%

%
0.82
13.58

2018

2,398,193
5,434,296
28,433,357
20,480,702
95,732

437
1,267,755
58,110,472

39,961,645
9,010,490
995,399
49,967,534

8,142,938

6,150,000
1,164,643
39,425
788,870
8,142,938

3,550,116
(2,710,409)
839,707
60,348
80,355
20,861
161,564
1,001,271
(584,028)
417,243
332,101
749,344
(284,934)
464,410

(10,063,973)
10,710,960

(430,994)
2,182,200
2,398,193

5.7%
0.8%
74.8%
23.7%
7.14
6.88%
17.29%

%
0.76
13.24

2017

2,182,200
2,038,288
40,240,634
18,788,493
80,994

907
1,337,874
64,669,390

44,607,690
10,501,149

1,437,194
56,546,033

8,123,357

6,150,000
1,071,761
63,540
838,056
8,123,357

3,955,607
(3,099,597)
856,010
61,204
277,563
1,670
340,437
1,196,447
(620,227)
576,220
168,313
744,533
(307,865)
436,668

288,299
626,527

(492,431)
1,759,805
2,182,200

5.3%
0.8%
62.2%
21.6%
7.96
5.87%
21.45%

%
0.71
13.21

2016

1,759,805
935,826
20,831,182
14,834,851
83,897
1,366
1,359,428
39,806,355

25,150,898
5,342,975
851,284
31,345,157

8,461,198

6,150,000
984,427
354,446
972,325

8,461,198

2,287,972
(1,436,373)
851,599
60,302
762,621
4,750
827,673
1,679,272
(647,335)
1,031,937
(6,648)
1,025,289
(319,675)
705,614

4,624,456

(4,176,030)

(369,302)
1,680,681
1,759,805

8.5%
2.1%
61.1%
37.2%
4.70
6.18%
28.34%

8%
115
13.76

Rupees in ‘000

2015

1,680,681
362,824
14,073,356
9,993,263
82,201

115
1,002,189
27,194,629

14,479,440
4,009,860
540,243
19,029,543

8,165,086

6,150,000
843,304
394,883
776,899

8,165,086

2,242,063
(1,356,296)
885,767
39,488
750,484
789,972
1,675,739
(504,340)
1,171,399
(196,135)
975,264
(372,793)
602,471

3,080,661

(1,549,550)

(244,515)
394,085
1,680,681

7.6%
2.4%
58.2%
39.5%
3.33
7.54%
35.62%

6%
0.98
13.28

2014

369,085
614,177
12,179,521
9,070,314
68,364

305
1,063,857
23,365,623

8,868,730
6,295,986
488,736
15,653,452

7,712,171

6,150,000
722,810
293,446
545,915

7,712,171

2,117,169
(1,360,752)
756,417
29,699
371,072
1,903
402,674
1,159,091
(392,775)
766,316
(221,033)
545,283
(161,690)
383,593

4,768,958

(4,684,421)

(251,097)
560,645
394,085

5.1%
1.9%
47.0%
35.7%
3.03
9.91%
3L17%

4%
0.62
12.54

* Cash and cash equivalents comprise cash and balances with treasury banks, balances with other banks and placements with financial institutions

having maturities of three (3) months or less.



EY Ford Rhodes UAN: +9221 111 11 39 37 (EYFR)
Chartered Accountants Tel: +9221 3565 0007-11
Progressive Plaza, Beaumont Road Fax: +9221 3568 1965

P.0. Box 15541, Karachi 75530 ey.khi@pk.ey.com

Building a better Pakistan ey.com/pk
working world

To the members of Pak Oman Investment Company Limited

Review Report on the Statement of Compliance with The Best Practices of Code of Corporate
Governance Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the best practices of Corporate
Governance (the Regulations) prepared by the Board of Directors of Pak Oman Investment Company
Limited (the Company) for the year ended 31 December 2019. The Regulation is no longer applicable
on Development Financial Institutions (DFls) vide BPRD Circular no. 14 dated October 20, 2016
issued by the State Bank of Pakistan. However, DFls are expected to continue to follow the best
practices on corporate governance.

The responsibility for voluntary compliance with the Requlation is that of the Board of Directors of
the Company. Our responsibility is to review, to the extent where such compliance can be objectively
verified, whether the Statement of Compliance reflects the status of the Company’s compliance with
the provisions of the Regulations and report if it does not and to highlight any non-compliance with
the requirements of the Regulations. A review is limited primarily to inquiries of the Company's
personnel and review of various documents prepared by the Company to comply with the
Requlations.

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

The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review and
approval, its related party transactions. We are only required and have ensured compliance of this
requirement to the extent of the approval of the related party transactions by the Board of Directors
upon recommendation of the Audit Committee. We have not carried out procedures to assess and
determine the Company's process for identification of related parties and that whether the related
party transactions were undertaken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement
of Compliance does not appropriately reflect the Company's compliance, in all material respects, with

the best practices contained in the Regulations as applicable to the Company for the year ended 31
December 2019.

&t R e,

Chartered Accountants
Place: Karachi

Date: 14 February 2020

A member firm of Ernst & Young Global Limited




Statement of Compliance with the Best Practices of Code of
Corporate Governance

For the Year Ended December 31, 2019

SBP vide BPRD Circular No. 14 dated October 20, 2016 has advised that the requirement in
terms of Prudential Regulation G-1 with regards to the applicability of Code of Corporate
Governance (CCG) shall no longer be applicable on DFIs. However, it is expected that all DFIs
will continue to follow the best practices of Corporate Governance. Accordingly, this statement
is being presented to comply with the best practices of Corporate Governance i.e. Code of
Corporate Governance.

The Company has complied with best practices contained in the Code following manner:

1.

The Board of Directors (“the Board”) of the Company comprises of 5 non-executive
directors and one executive director. All the directors are nominees of the respective joint
venture partner governments under requirements of the Joint Venture Agreement (JVA)
between them. At present the Board includes:

Category Names
Executive Director Mr. Bahauddin Khan, MD & CEO
Non-Executive H.E. Yahya Bin Said Bin Abdullah Al-Jabri
Directors Mr. M. Zubair Motiwala
H.H. Juland Jaifar Salim Al Said
Mr. Haitham Yousuf Juma Al Zadjali
Mr. Omar Hamid Khan

The Company has obtained relaxation from the State Bank of Pakistan with regards to the
requirement of independent director.

One casual vacancy occurred on the Board during the year ended December 31, 2019.
Mr. Omar Hamid Khan was appointed in place of Mr. Noor Ahmed.

All the resident directors of the Company are registered as tax payers and none of them
has defaulted in payment of any loan to a Banking Company, a DFI or an NBFI or, being
a member of a Stock Exchange has been declared as a defaulter by that Stock Exchange.

The directors have confirmed that none of them is serving as a director on more than five
listed companies, including this company (excluding the listed subsidiaries of listed
holding companies where applicable).

(@) The Company has prepared a "Statement of Ethics & Business Practices (“the Code
of Conduct”) and has ensured that appropriate steps have been taken to disseminate it



10.

11.

12.

13.

throughout the Company along with its supporting policies and procedures, including
posting the same on the Company's website (www.pakoman.com).

(b) The Board has set in place adequate systems and controls for the identification and
redressal of grievances arising from unethical practices.

The Board has established a system of sound internal control, to ensure compliance with
the fundamental principles of probity and propriety; objectivity, integrity and honesty; and
relationship with the stakeholders, in the manner prescribed in the Rules.

The Board has developed and enforced appropriate policy related matters on conflict of
interest, the clauses of which are contained in relevant policies to lay down circumstances
or considerations when person may be deemed to have actual or potential conflict of
interests, and the procedures for disclosing such interest.

The Board has developed and implemented policy related matters on anti-corruption, the
clause of which are contained in the relevant policies to minimize actual or perceived
corruption in the Company.

The Board has ensured equality of opportunity by establishing open and fair procedures
for making appointments and for determining terms and conditions of service.

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

Directors are conversant with the relevant laws applicable to the Company, its policies and
procedures and provisions of memorandum and articles of association and are aware of
their duties and responsibilities. In compliance of best practices four directors have
completed the Director’s Training Certification under the Directors Training Program as
prescribed by SECP and one director is exempt from the said certification. The Board is
encouraging other members to get the Directors Training Certification as soon as possible.

The Board has carried out the performance evaluation of its members, including the
Chairman and the Chief Executive, on the basis of ‘Board Self Evaluation’ (BSE) process.
The Self Evaluation of the Members of the Board and its Sub-Committees was conducted
under the supervision of Pakistan Institute of Corporate Governance (PICG). The Board
has also monitored and assessed the performance of senior management on annual basis.

The meetings of the Board of Directors were presided over by the Chairman and, in his
absence, by a Director elected by the Board for this purpose; and

(@) The Board has met at least four times during the year.



14.

15.

16.

17.

18.

(b) Written notices of the Board meetings, along with agenda and working
papers, were circulated at least seven days before the meetings.

(c) The minutes of the meetings were appropriately recorded and circulated.

The Board has reviewed and approved the related party transactions placed before it after
recommendations of the Audit Committee. A party wise record of transactions entered
into with the related parties during the year has been maintained.

The Board has approved the profit and loss account for, and Statement of Financial
Position as at the end of, the first, second and third quarter of the year as well as the
financial year end, and has placed the annual financial statements on the company's
website. Monthly accounts were also prepared and circulated amongst the board members.

The Board has formed the following Board Sub- Committees:
Committee Name of Chairman / Members
Audit Committee Mr. Haitham Yousuf Juma Al Zadjali - Chairman

Mr. M. Zubair Motiwala — Member
H.H. Juland Jaifar Salim Al Said — Member
Mr. Omar Hamid Khan — Member

Executive Committee H.E. Yahya Bin Said Bin Abdullah Al-Jabri - Chairman
Mr. M. Zubair Motiwala— Member

H.H. Juland Jaifar Salim Al Said — Member

Mr. Omar Hamid Khan — Member

Mr. Bahauddin Khan — Member

Remuneration & H.E. Yahya Bin Said Bin Abdullah Al-Jabri — Chairman
Compensation Committee Mr. M. Zubair Motiwala — Member

H.H. Juland Jaifar Salim Al Said — Member

Mr. Bahauddin Khan — Member

Risk Committee Mr. M. Zubair Motiwala - Chairman
H.H. Juland Jaifar Salim Al Said — Member
Mr. Haitham Yousuf Juma Al Zadjali — Member

The Board has approved appointment of Chief Financial Officer, Company Secretary and
Head of Internal Audit, with their remuneration and terms and conditions of employment,
and as per their prescribed qualifications.

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




19.

20.

21.

22.

23.

24.

25.

26.

27.

The Directors, Chief Executive and Executives do not hold any interest in the shares of the
Company.

A formal and transparent procedure for fixing the remuneration of Director has been in
place.

The financial statements of the Company were duly endorsed by the Chief Executive and
Chief Financial Officer, before approval of the Board.

The Audit Committee has met at least once every quarter of the financial year ended
December 31, 2019. These meetings were held prior to the approval of interim results by
the Board of Directors. The Chief Executive and Chairman of the Board are not members
of the Audit Committee.

The Board has set up an effective internal audit function, which has an Audit Charter, duly
approved by the Audit Committee, and which worked in accordance with the applicable
standards.

The statutory auditors or the persons associated with them have not been appointed to
provide other services except in accordance with the listing regulations and the auditors
have confirmed that they have observed IFAC guidelines and all its partners are in
compliance with International Federation of Accountants (IFAC) guidelines on Code of
Ethics as adopted by the ICAP.

The Company has complied with all other applicable requirements of the Code.

The statutory audit of the Company has been carried out by the audit firm which has been
given the satisfactory rating under the ‘Quality Control Review’ (QCR) Rating Program of
the Institute of Chartered Accountant of Pakistan (ICAP).

All the powers of the Board have been duly exercised and decisions on material
transactions, including appointment and determination of remuneration and terms and
conditions of employment of the Chief Executive, other executive and non-executive
directors have been taken by the Board.

Yahya Bin Said Bin Abdullah Al-Jabri Bahauddin Khan
Chairman Managing Director & Chief Executive Officer
Karachi: February 12, 2020



STATEMENT OF INTERNAL CONTROLS
For the year ended December 31, 2019

REPORTING ON INTERNAL CONTROL SYSTEM

It is the management’s responsibility to establish and maintain an adequate and effective system of
internal control that would help to attain a professional and efficient working environment. The internal
control system comprises of control procedures and control environment.

The Management has taken steps to ensure that an efficient and effective internal control system is in
place by identifying control objectives, reviewing pertinent policies / procedures and establishing
relevant control procedures. All policies and procedures are reviewed on an ongoing basis and
necessary amendments are made where needed.

Alongside this, appropriate test of transactions, observation of control environment, sharing of findings
on internal control systems and ensuring relevant follow up / corrective actions are also carried out.

The Internal control system is designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute assurance against material
misstatement or loss.

EVALUATION OF EXISTING INTERNAL CONTROL SYSTEMS

The Company has made an effort to ensure that an effective and efficient internal control system is in
place and no compromise is made in implementing desired procedures and maintaining a suitable
control environment in general.

An annual assessment on internal controls over financial reporting was conducted by the internal audit
department of the company, which was duly endorsed by Audit Committee of the Board in compliance
to the regulatory requirement. In addition to this, the Company also submitted the “Long Form Report”
(LFR) for the year ended December 31, 2018 to SBP. Deficiencies identified in LFR 2018 have been
duly rectified.

The Management considers that the Bank’s existing Internal Control System is adequate and has been
effectively implemented and monitored; based upon the results derived through ongoing testing of
financial reporting controls and internal audits carried out during the year. However, the Management
would be continuously evaluating processes to enhance and further strengthen the Internal Control
System. Furthermore, due importance is given to the training needs of staff in order to ensure that their
knowledge and skill levels are constantly enhanced and updated.

Mohammad Jamal Nasir Muhammad Sajjad Arif S. Abdullah Jamal Ahmed
Chief Financial Officer Chief Compliance Officer Chief Internal Auditor

Karachi: February 12, 2020
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