


 December 31 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

PROFITABILITY
Total income 1,072 1,606 2,306 3,319 4,035 3,889 3,840 5,047 5,704 5,028
Interest income 872 1,292 1,820 2,759 3,475 3,350 3,213 4,251 4,858 4,074
Interest expenditure 490 864 1,212 1,910 2,511 2,486 2,274 2,902 3,017 1,380
Fee, commission and exchange income 172 292 444 520 509 472 506 677 599 638
Other income 28 22 42 39 51 67 122 119 247 317
Spread 382 428 608 849 965 864 939 1,349 1,841 2,694
Operating expenses 192 265 357 461 569 589 680 854 1,093 1,438
Operating profit 390 477 730 940 915 814 886 1,291 1,595 2,210
Provision against non-performing loans and advances 15 27 148 185 61 102 134 283 351 308
Profit before taxation 375 450 582 755 854 712 752 1,008 1,244 1,902
Taxation 230 277 344 444 495 430 436 458 557 799
Profit after taxation 145 173 238 311 359 282 316 551 687 1,103

SHAREHOLDERS' FUNDS
Total shareholders' funds 720 893 1,581 1,775 1,937 2,046 2,155 2,579 4,173 5,047
Share capital 450 517 817 939 986 986 986 1,036 1,087 1,142
Reserves 270 376 764 836 951 1,060 1,229 1,521 1,940 2,760
Surplus on revaluation of assets – – – – – – (60) 22 1,146 1,145

LIABILITIES
Customer deposits 7,051 9,851 14,126 19,482 23,417 24,358 30,360 41,200 51,732 61,657
Refinance borrowings 1,072 1,456 1,529 1,908 2,194 3,145 2,882 3,222 3,392 7,329
Other liabilities 291 543 670 906 1,184 1,477 3,058 3,980 11,016 11,354

ASSETS
Advances 4,141 6,991 7,115 9,137 9,708 13,056 17,893 23,292 30,035 44,778
Investments 2,542 2,473 6,173 11,774 13,888 8,679 8,651 11,706 26,737 22,104
Cash, short term funds and
   Statutory deposits with SBP 2,286 2,672 3,321 1,822 3,504 7,210 10,056 13,436 10,061 15,099
Operating fixed assets 85 184 288 480 501 536 641 723 1,663 1,980
Other assets 296 466 812 858 1,130 1,546 1,213 1,824 1,817 1,426
Total assets 9,350 12,786 17,709 24,071 28,731 31,027 38,454 50,980 70,313 85,387

BUSINESS TRANSACTED
Imports 4.9 7.7 6.2 8.7 11.5 17.5 26.2 32.0 40.2 48.7
Exports 6.8 10.2 13.1 17.3 20.0 22.8 30.6 38.8 47.3 56.8
Guarantees 2.0 2.8 4.8 4.0 3.2 5.3 4.8 6.2 14.2 14.4

RATIOS
Return on average shareholders' funds (RoE) 22.4 21.5 19.2 18.5 19.3 14.2 15.0 23.2 20.3 23.9
Return on average assets (RoA) 1.8 1.6 1.6 1.5 1.4 0.9 0.9 1.2 1.1 1.4
Rate of cash dividends – – – 12.5 20.0 17.5 15.0 20.0 20.0 20.0
Rate of bonus issue 15.0 10.0 15.0 5.0 – – 5.0 5.0 5.0 10.0
Price Earning ratio (P/E) 20.70 10.83 8.27 8.84 3.25 5.56 4.69 2.50 4.46 5.33
Advances to deposits (CDR) 58.7 71.0 50.4 46.9 41.5 53.6 58.9 56.5 58.1 72.6
Operating fixed assets to average
   Shareholders' funds 13.1 22.8 23.3 28.6 27.0 27.0 30.5 30.5 49.3 43.0
Capital adequacy ratio (MCR) – – – 18.43 16.98 13.20 11.95 10.78 12.00 9.95

SHARE INFORMATION
Earnings per share (EPS) 3.2 3.3 2.9 3.3 3.6 2.9 3.0 5.3 6.32 9.66
Net assets per share 16.0 17.27 19.35 18.90 19.64 20.75 21.85 24.90 38.38 44.21

OTHER INFORMATION
Number of employees 465 664 796 946 996 1,001 1,147 1,281 1,456 1,723
Number of branches 13 18 23 26 27 28 29 36 46 58
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The Mission
To be the leading private sector bank in Pakistan with an
international presence, delivering quality service through
innovative technology and effective human resource
management in a modern and progressive organizational
culture of meritocracy, maintaining high ethical and professional
standards, while providing enhanced value to all our
stakeholders, and contributing to society.

Objectives
• To achieve sustained growth and profitability in all areas

of business.
• To build and sustain a high performance culture, with a

continuous improvement focus.
• To develop a customer-service oriented culture with

special emphasis on customer care and convenience.
• To build an enabling environment, where employees

are motivated to contribute to their full potential.
• To effectively manage and mitigate all kinds of risks

inherent in the banking business.
• To maximize use of technology to ensure cost-effective

operations, efficient management information system,
enhanced delivery capability and high service standards.

• To manage the Bank's portfolio of businesses to achieve
strong and sustainable    shareholder returns and to
continuously build shareholder value.

• To deliver timely solutions that best meet the customers’
financial needs.

• To explore new avenues for growth and profitability.

Strategic Planning
• To comprehensively plan for the future to ensure sustained

growth and profitability.
• To facilitate alignment of the Vision, Mission, Corporate

Objectives and Corporate Philosophy, with the business
goals and objectives.

• To provide strategic initiatives and solutions for projects,
products, policies and procedures.

• To provide strategic solutions to mitigate weak areas and
to counter threats to profits.

• To identify strategic initiatives and opportunities for profit.
• To create and leverage strategic assets and capabilities

for competitive advantage.

Core Values
The intrinsic values, which are the corner stones of our corporate
behavior, are:
• Commitment
• Integrity
• Fairness
• Team-work
• Service

Corporate Philosophy
Inspiring Relationships
From knowing our customers requirements to understanding
employee needs, from utilizing modern technology to making
responsible social contributions, from enhancing stakeholders
value to practicing corporate ethics. We are continuously and
consistently striving to address newer challenges with a single
motivation:

“The power to inspire and be inspired”
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Askari Bank was incorporated in Pakistan on October 9, 1991, as a public limited

company. It commenced its operations on April 1, 1992, and is principally engaged in

the business of banking, as defined in the Banking Companies Ordinance, 1962. The

Bank is listed on the Karachi, Lahore & Islamabad Stock Exchanges and its share is

currently the highest quoted from among the new private sector banks in Pakistan.

Askari Bank has expanded into a nation wide presence of 57 branches, and an Offshore

Banking Unit in Bahrain. The delivery channels for customer service are supported by

a shared network of over 250 on-line ATMs covering all major cities in Pakistan.  As at

December 31, 2003, the Bank had an equity of PKR 5.047 billion and total assets of PKR

85.387 billion, with over 350,000 banking customers, serviced by a total staff of 1,723.

Brief History
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Over the years, we have received several awards for the quality of our banking service to individuals and corporates.

We were declared The Best Bank in Pakistan by the Global Finance magazine for the years 2001 & 2002.  Also,

we have been given the Best Consumer Internet Bank award for Pakistan by the same magazine for the years

2002 and 2003. As early as 1994, 1996 and 1997, we received the Euromoney and Asiamoney awards for the Best

Domestic Bank in Pakistan.  Askari Bank won the first prize in the Best Corporate Report awards for the years

2000, 2001 and 2002 from the Institute of Chartered Accountants of Pakistan and the Institute of Cost and

Management Accountants of Pakistan, for the services sector. For the past five years, we have received ranking

prizes from the South Asian Federation of Accountants for The Best Presented Annual Accounts for the financial

sector, in the SAARC region. We have also won the 1st prize for The Best Designed Annual Accounts, from the

National Council of Culture & Arts for each of the years 1997 to 2002.

Awards and Achievements

Annual Report 2002 of Askari Commercial Bank Limited

Over the years, Askari Bank has proved its strength

as a leading banking sector entity, by achieving the

following firsts in Pakistani banking:

i) First Bank to offer on-line real-time banking

on a country-wide basis

ii) First Bank with a nation-wide ATM network

iii) First Bank to offer Internet banking services

iv) First Bank to offer e-commerce solutions

Askari has A1+ rating for short-term and its

long term rating stands at AA
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Inspiring 350,000 relationships
Knowing our customers and their needs is the key to our business success. Our products and services

are as diverse as our market segments. Our client relationship managers are well equipped and well

trained to provide the most efficient and personalized service to the customers. We have structured

and syndicated financing arrangements, provided working capital and balancing-modernization-

replacement (BMR) facilities, financed international trade, provided small business loans and cash

management services, and developed innovative investment and loans products for the individual

savers and households. Askari Bank is proud of its pioneering role in providing the most modern and

technologically advanced services to its 350,000 relationships.

Inspiring employee relationships
We strongly believe that the interests of the Bank and the employees are inseparable.  At Askari we

try to create a ‘we’ culture where there is mutual trust and respect for each other. We encourage

ownership behavior so that everyone feels responsible for the performance and reputation of the Bank.

We are committed to develop and enhance each employee’s skills and capabilities through extensive

in-house and external training programs and job rotations. The strong employee-bank relationship is

evidenced by the fact that Askari has one of the lowest employee turnover. Most of the top management

today have reached their present positions by growing within the organization.

Inspiring technological innovation
Technology has played a pivotal role in meeting customer expectations, particularly with respect to

speed and quality of service. We have fully automated transaction-processing systems for back-office

support. Our branch network is connected on-line real-time and our customers have access to off-site

as well as on-site ATMs, all over Pakistan. Our Phone Banking Service and Internet Banking Facility

allows customers to enjoy routine banking services from anywhere anytime in the world. We also

pioneered an e-commerce venture in Pakistan through a major retail distributor.

10



11



Inspiring ethical values
Integrity is the most valued standard in whatever we do.

We understand that our commitment to satisfy customers’

needs must be fulfilled within a professional and ethical

framework. We subscribe to a culture of high ethical standards,

based on the development of right attitudes.

Inspiring corporate citizenship
Askari Bank has made generous contributions in the areas of

sports, culture, poverty alleviation, women & child care, health

& medical sciences, education, human development and scientific

research.

We have sponsored international squash tournaments where

professionals from all over the world participated. Askari Bank

has also sponsored various other sports tournaments, including

golf at both amateur and professional levels. The Bank has

contributed towards social awareness programs for AIDS, water

conservation and blindness, and has promoted the Country’s image

at the international level by co-sponsoring the first interactive

electronic encyclopedia on Pakistan.

Our role as a corporate citizen is as important to us as the products

and services we offer.

Inspiring growth
For us the challenge is to build a foundation of strong, consistent

financial performance and focus on growing our balance sheet

and revenues at low risk. During the year, we opened twelve new

fully automated branches, increasing our branch network to 58,

including an Offshore Banking Unit at Bahrain. Central to our

growth strategy is a focus on specialization and transformation.

We are reshaping our portfolio of businesses by investing in

higher growth areas, extending and developing our core

competencies and moving out of weak and non-core segments.

Inspiring shareholder confidence
We believe that the bottom line of any business is creating

shareholder value. To gain their trust and confidence, we

believe in providing our shareholders timely, regular and

reliable information on our activities, structure, financial

situation and performance. At the same time, we try to

give them one of the best earnings per share in the

banking industry of the country.
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We have a history of consistent, stable growth, and we remain poised for more.
Our concentration remained on the core business of commercial banking, in
which we have performed better than most of our peers.

The strength of our brand name, supported by strategic branch expansion and
the depth of our customer relationships, gives us a strong foundation on which
to build and continue growing in the times ahead.

In a short span, Askari Bank has emerged as one of the premier financial
institutions of the country, and a leader amongst the new private sector banks.
Making the best use of available resources, the ability to customize our products
and services, backed by our strength in technological advancement, we have
been successful in achieving a record performance.

Two thousand three
       proved to be another record

year for Askari Bank!

Kalim-ur Rahman - President & Chief Executive

To meet the current challenges and prepare for the future,
our strategy focused on the following:

• Increase our market share in most areas of business
activity

• Develop Retail Banking Business

• Introduce fresh initiatives for Corporate and Investment
Banking activity

• Open an Offshore Banking Unit (OBU) in Bahrain

• Implement various technology initiatives to enhance
customer service

• Pursue an acquisition opportunity to achieve a manifold
increase in the branch network.

Despite the difficult operating environment, we were able
to substantially improve our earnings during 2003 by posting
operating profits of Rs. 2.2 billion, 39% over FY 2002. The
post-tax profits increased by 61%, to Rs. 1.1 billion.
Considering our historically high liquidity, our emphasis
during 2003 was more on the expansion of our credit
portfolio rather than deposit mobilisation. As such our
advances grew by 48% as against a growth of 19% in our
deposit base. This helped to rectify our previous imbalance
between the advances and deposits.

During the year, we were also able to successfully implement
the two important elements of our credit management
strategy: (a) well diversified credit expansion; (b) containing
non-performing advances. This was achieved despite intense
competition for private sector credit in the market. While
some banks were able to achieve substantial growth in
consumer financing, our credit expansion was primarily
commercial based as we remained prudent in identifying
opportunities for sound consumer lending. However, we do
realise that the potential for growth in the area of Retail
Banking is tremendous, and we will be pursuing a more
aggressive stance in 2004.

After the initial start-up phase, our Retail Banking Group
has now started penetrating into the retail market through
a wide range of products and services. In view of the

President's Message

By the Grace of Allah,
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reducing margins, Retail Banking continues to attract our
greater focus as it offers better than conventional banking
spreads. While new products are being added, the Retail
Banking business is also being expanded by an increase
in distribution channels and branch network, and by entering
into strategic partnerships with organizations for the large-
scale marketing of our retail products.

Our Corporate and Investment Banking team is being
considerably strengthened, and is now set to gain
momentum. In the area of Corporate Banking, the primary
focus remains on relationship management and the servicing
of large corporates and multinational companies, while
Investment Banking will concentrate on the debt and equity
markets, including derivatives, syndicated finance, advisory
services and discretionary investor relations. The Investment
Banking Division also plans to undertake Asset Management
activities to develop and administer money market funds
and mutual funds through establishment of a dedicated
asset management entity.

Our first Offshore Banking Unit (OBU) in Bahrain became
operational during the year. It provides us a platform to
benefit from the business opportunities available in the
international market.

The banking of today is dynamic and demands a lot of
innovation and customization. Askari Bank commits itself
to seek out new opportunities and make its existing
operations more efficient. We continue to strive for the best
in offering technology based solutions to our valued
customers and maintaining sound control environment.
During 2003, a number of initiatives were successfully
completed and implemented including payment of utility
bills electronically, inter-branch funds transfer, and new IT
systems for our Treasury operations.

We, along with a foreign bank, were the original co-founders
of the "One-Link" ATM network in Pakistan. Nine other
banks have since joined our ATM network, including four
of the five largest. Through this, our customers now have
round-the-clock access to over 250 ATMs, covering all the
major urban centers in Pakistan. Our customers can now
pay their telephone bills via the Bank's ATM network, or
over the internet. The SWIFT connectivity of the Bank has
also been upgraded.

Going forward, a number of initiatives are being worked on
to further enhance customer convenience. These include
setting-up of a call center, supported by a data warehouse,
and upgrading our ATMs to the international CIRRUS network.
Other enhancements are also planned for our banking
software so that functions like trade finance and credit
reviews can be integrated with the core banking system.

Our progress in the field of technology was recognized
internationally as the Bank, once again, won the award for
the Best Consumer Internet Bank in Pakistan, from the
Global Finance magazine, for the year 2003.

We recognize our employees as a prime asset and key contributors to the
progress of the Bank. The increased staff requirement due to overall business
expansion was met by maintaining quality recruitment and accelerated
development of staff. While our evaluation system ensures employee
development through a process of self-appraisal and superior – subordinate
discussions, our dedicated employee training cell continues to focus on creating
awareness about the best principles and practices in banking, and enhanced
management knowledge. We continue to evaluate our human capital and
formulate policies to meet the needs of the business units' strategies, in line
with best industry practices.

We demand, and have in our management, a thorough understanding of the
respective areas of business and the risks associated with them. We are
positioning ourselves strategically for the challenges and opportunities that
lie ahead.

The management and the staff worked tirelessly to achieve the remarkable
results during 2003. I take this opportunity to thank all members of the
management and staff for a job well done.

Whatever we have achieved would not have been possible without the patronage
and support of our valuable customers, which we greatly appreciate and
acknowledge.

Our Board of Directors took keen interest in the affairs of the Bank and in the
formulation of policies. I would like to thank them for the guidance and counsel
they extended to the management in conducting the affairs of the Bank.

It is our constant endeavour to continue adding to the shareholder value through
prudent and carefully planned business strategies.

Growth in staff & productivity
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2003 2002

Rupees in Rupees in

thousand Percent thousand Percent

Value Added

Income from banking services 4,796,370 5,324,440

Cost of services (1,832,885) (3,152,160)

Value added by banking services 2,963,485 2,172,280

Non-banking income 35,314 18,239

Provision against non-performing advances (308,528) (350,826)

2,690,271 1,839,693

Value allocated

to employees

Salaries, allowances & other benefits 620,366 23.06% 484,061 26.31%

to providers of capital

Cash dividend 228,336 217,463

Bonus shares 114,168 48,153  

342,504 12.73% 265,616 14.44%

to Government

Income tax 798,735 29.69% 557,028 30.28%

to expansion and growth

Depreciation 168,105 111,610

Retained in business 760,561 421,378  

928,666 34.52% 532,988 28.97%

2,690,271 100.00% 1,839,693 100.00%

Value Added Statement

Value allocation to employees

to providers of capital

to Government

to expansion and growth

Analysis of value addition
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Return on Equity (RoE)

RoE measures the overall efficiency of a company in managing its total

investments in assets and return to its shareholders. It is the primary measure

of how well management is running the company. By relating the earnings

generated to the shareholders’ equity, we can see how much cash is created

from the existing assets.

In addition to strong earnings growth, we seek consistently high returns on

equity while maintaining a strong financial position. Achieving this objective

relies on efficient deployment of capital and other resources; effective risk

management; and sound liquidity, funding, and equity management.

Askari Bank’ return on average equity for 2003 was 23.9%.

Shareholders Returns

Askari Bank seeks to deliver returns to shareholders through appreciation

in the share price and regular dividend stream. While in the short term Askari

Bank share price is subject to market conditions, we believe that over the

longer term, profitable growth governs price performance.

Askari Bank share posted a handsome gain as the average for high and low

share price during the year increased by a remarkable 70% closing at Rs.

51.5 as at December 31, 2003.

Dividend Payout 1999 2000 2001 2002 2003

Cash 17.5% 15% 20% 20% 20%

Bonus – 5% 5% 5% 10%

Total 17.5% 20% 25% 25% 30%

Liquidity and Funding

The principal objective of our funding policy is to assure liquidity at all times

across market cycles and through periods of financial stress. We manage

the interest rate and currency exposures of our assets and liabilities, and we

diversify our deposit sources, to attain a stable deposit base. The Bank

maintains a minimum of 5% of its demand and time liabilities with the State

Bank of Pakistan (SBP), in current account. This is in addition to balances

with other banks and cash in till to meet its immediate liquidity requirements

and contingencies.

In addition, the Bank maintains a large portfolio of gilt-edge securities, which

mainly comprise of Treasury Bills and Pakistan Investment Bonds, as liquidity

reserves. These securities can be readily sold to raise liquidity if the need

arises. As at December 31, 2003, of the total assets, 40.64% were in risk

free form and readily encashable.

Financial Review
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Returns on Assets (RoA)

RoA shows the after tax earnings on assets. This is an indicator of the

profitability of a company. This ratio also compares a business’ performance

to the industry norms: the higher the ratio the greater the return on assets.

However, this has to be balanced against such factors as risk, sustainability

and reinvestment in the business through development costs. Askari Bank

with its long-term credit rating of AA had an average Return on average

Assets of 1.4% for the year ending December 31, 2003. Askari has maintained

its RoA well above the industry average.

Shareholders’ Equity

Shareholder’s equity (before distribution of dividend) at December 31, 2003

increased 27% to Rs. 4.129 billion. This increase primarily resulted from net

earnings. At December 31, 2003, total shares outstanding, were 114,167,943.

Earnings Per Share (EPS)

EPS is the amount of net income (earnings) per share. This is computed by

dividing net income after tax by the weighted average number of shares.

Askari Bank’s EPS for the year ended December 31, 2003 was Rs. 9.66

which increased by 53% over the last year’s Rs. 6.32. Askari has been able

to obtain a higher than market EPS YoY.

Capital Adequacy

At December 31, 2003, Askari Bank’s equity capital was comprised of

shareholders’ contributed equity and reserves built over the years by retaining

profits. Askari Bank continuously reviews overall equity capital needs to

ensure that its equity capital base can support the estimated risks and needs

of its businesses, as well as the regulatory and legal capital requirements.

Askari Bank is required by law to maintain a minimum of 8% of its risk-

weighted assets as capital. Askari Bank’s current capital adequacy stands

at 9.95%, almost 2% higher than the required ratio.

Earnings per share
Rupees

7.0

6.0

5.0

4.0

3.0

2.0

1.0

0
1999 2001 20022000

MarketAskari

Return on average Assets
Percent

1.3

1.2

1.1

1.0

0.9

0.8

0.7

0.6

1999 2001 20022000

MarketAskari

39



40



Notice of the 12th Annual General Meeting
Notice is hereby given that the 12th Annual General Meeting of
the Shareholders of Askari Commercial Bank Limited ("the Bank")
will be held on Saturday, March 27, 2004 at 1000 hours in Blue
Lagoon Complex opposite, outward gate of Pearl Continental
Hotel, Rawalpindi to transact the following business:

Ordinary Business

1. To confirm the minutes of the 11th Annual General Meeting
held on March 27, 2003.

2. To receive, consider and adopt the Audited Accounts of Bank
together with Auditors' and Directors' Reports for the year
ended December 31, 2003.

3. To consider and approve dividend as recommended by the
Directors of the Bank for the year ended December 31, 2003,
as follows:

a. Cash dividend at Rs. 2.00 per share i.e. @ 20%.

b. Ten bonus shares for every hundred shares held i.e. @
10%.

4. To appoint Auditors of the Bank for the year 2004 and to fix
their remuneration.

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

Special business

6. To approve capitalization of a sum of Rs. 114,168 thousand
for the issuance of 10 bonus shares for every 100 shares
held i.e. @ 10%, and to consider and if thought fit pass with
or without modification the following resolution as an Ordinary
Resolution.

RESOLVED THAT:

a. “the sum of Rs. 114,168 thousand out of the profit
available for appropriation as at December 31, 2003 be
capitalized and applied to the issue of 11,416,794
Ordinary Shares of Rs. 10/- each allotted as fully paid
bonus shares to the members of the Bank whose names
appear on the Register of Members as at close of business
on March 17, 2004 in the proportion of 10 shares for
every 100 shares held;

b. The bonus shares (B-8) shall rank pari passu in all
respects with the existing shares;

c. The members entitled to a fraction of a share shall be
given sale proceeds of their fractional entitlement, for
which purpose the fractions shall be consolidated into
whole shares and sold in the stock market; and

d. The Directors be and are hereby authorized and
empowered to give effect to this resolution and to do or
cause to be done all acts, deeds and things that may be
necessary or required for issue, allotment and distribution
of bonus shares (B-8).”

By order of the Board

February 11, 2004 Zafar Alam Khan Sumbal

Rawalpindi Secretary

Statement Under Section
160(1)(b) & (c) of the
Companies Ordinance, 1984

This statement sets out the material facts
pertaining to the special business to be
transacted at the Annual General Meeting of
the Bank to be held on March 27, 2004.
Issue of Bonus Shares

The Directors are of the view that the reserves
and profits of the Bank are adequate for the
capitalization of a sum of Rs. 114,168 thousand
for the proposed issue of 10% bonus shares.

The Directors have no interest directly or indirectly
except that they are members of the Bank.

Notes

1. The Share Transfer Books of the Bank will remain
closed from March 18 to March 27, 2004 (both
days inclusive). Transfers received at M/s Askari
Associates (Private) Limited, 6th Floor, AWT Plaza,
The Mall, Rawalpindi, the Registrar and Share
Transfer Office of the Bank, at the close of the
business on March 17, 2004 will be treated in
time for purpose of the entitlement of cash
dividend and bonus shares (DW & B-8) to the
transferees.

2. A member entitled to attend and vote at the
meeting is entitled to appoint a proxy to attend,
speak and vote for him/her. Vote(s) may be given
either personally or by proxy or in case of a
company / corporation by a representative duly
authorized. A proxy must be a member of the
Bank. In order to be valid, an instrument of proxy
and the power of attorney or other authority (if
any) under which it is signed, or a notarially
certified copy of such power of attorney, must
be deposited at the Registered Office of the
Bank, AWT Plaza, The Mall, Rawalpindi, not
less than 48 hours before the time of the
meeting.

3. CDC shareholders entitled to attend and vote
at this meeting must bring his/her original
NIC or Passport alongwith the participants'
ID numbers and account numbers to prove
his/her identity. In case of proxy, must
enclose an attested copy of his/her NIC
or Passport. Representative of corporate
members should bring the usual
documents required for such purpose.

4. Shareholders are requested to promptly
notify the change of address, if any,
to our Registrar, M/s Askari Associates
(Private) Limited.
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Dear Shareholders

On behalf of the Board of Directors, I am pleased
to present the 12th Annual Report of Askari
Commercial Bank Limited along with the audited
accounts and the Auditors’ Report thereon for the
year ended December 31, 2003.

The Economy
While the global economic recovery faltered during
fiscal 2003, Pakistan’s economy demonstrated
a broad based growth, further strengthening of
the macroeconomic stability and a near elimination
of external account vulnerability.

Pakistan’s GDP grew by a healthy 5.1% on the
back of 7.7% growth in manufacturing and 5.3%
in the services sector. Even agriculture recorded
a robust recovery from a slightly negative growth
last year to a positive of 4.1% during fiscal 2003.
All major economic indicators achieved the
respective targets, and in some cases exceeded
them by wide margins.

During fiscal 2003, the monetary policy remained
stable despite the massive inflow of foreign
remittances, which led to an increase in the
foreign exchange reserves. This resulted in a
stronger Pak Rupee and the State Bank of Pakistan
(SBP) had to intervene to prevent a substantial
appreciation in its value, which would have
rendered the Country’s exports uncompetitive in
the world market. Even so, the Pak Rupee
appreciated by almost 4% against the U.S. Dollar
(USD). Thus the economic managers were faced
with the difficult task of striking the right balance
between the imperatives of controlling inflation,
avoiding an abrupt appreciation in the value of
the currency, and ensuring a healthy economic
growth. The SBP and the Government performed
the balancing act admirably, resulting in a real
GDP growth of 5.1% while containing inflation at
under 3%.

Despite 28.9% increase in Government borrowing
from the banking sector and a stunning 284.9%
increase in the expansion of credit to the private
sector during fiscal 2003, money market remained
flush with liquidity, maintaining constant
downward pressure on the interest rates, for the

second consecutive year. The 6 months Treasury
Bill (TB) rate continued its slide during 2003 and
dropped to 1.64% in December 2003. This further
widened the gap between the TB rates and SBP’s
discount rate of 7.5% – which thus became more
an indicator of the monetary policy's stance than
a reasonable benchmark for pricing commercial
lending. As a result, during fiscal 2003, the
weighted average lending rates of banks saw a
steep slide of 454 bps, to 7.6% and the weighted
average deposit rates to 1.9%; narrowing banks’
traditionally high spreads by 227 bps. The
apparent spread of 570 bps on the loans was
diluted by virtually no spread on the investment
in TBs and the negative impact of substantial
non-performing loans in the overall banking
sector, thereby narrowing the net spread on total
assets to below 300 bps – barely enough to cover
the overheads at some of the larger banks.
However, some banks made a killing on the equity
and bond markets through substantial capital
gains, thereby creating a misleading impression
about the core profitability of the banking sector,
where spreads declined to unprecedented levels.

The phenomenal growth in credit to the private
sector continued during the 2nd half of 2003,
which traditionally is the retirement season, and
net credit expansion jumped by 72% when
compared with the 1st half, and by 140% when
compared with the corresponding period last
year.

Pakistan’s external sector, that had already gained
upward momentum, further improved during
fiscal 2003 with a record balance of payment
surplus of USD 4.6 billion, 70% above fiscal 2002.
This was primarily attributable to foreign
remittances; fall in interest payments due to
retirement of expensive debt as well as
substitution with soft loans, non-structural inflows,
and an appreciable increase in export earnings.
During fiscal 2003, both imports and exports
registered significant growth: imports grew by
18.2%, to USD 12.2 billion, and exports grew by
22.2% to USD 11.2 billion, despite subdued global
economic activity, sluggish world trade and
geopolitical uncertainties.
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Pakistan’s stock market was rated as one of the
best performing equity markets in the world
during 2003. The stock market reflected an
improvement in Country’s economic fundamentals
based on a stable exchange rate, low interest
rates, political stability and, more recently, an
improvement in relations with India.

The improvement in most of the macroeconomic
indicators is a firm indication that Pakistan’s
economy has turned the corner, and is beginning
to recover from its difficult past. The current
‘positives’ need to be capitalized on through
implementation of policies and actions which
would ensure that the benefits also filter down
to the lower income strata of the society.

Operating Results of the
Bank
Your Bank ended the year under review with the
highest-ever Operating Profit (before provisions
and tax) of Rs. 2,210 million, an increase of 39%
over 2002. The post-tax profit increased to Rs.
1,103 million, up by 61% from the previous year.
This remarkable financial performance is
attributable to focused management of assets
and liabilities, strategic expansion of network
and effective control over operating expenses.

During the year, the highlight of Bank’s
performance was the tremendous growth in
advances that increased by 48%, from Rs. 31,342
million to Rs. 46,341 million by the close of
December 2003, with most of the increase coming
in the 2nd half of the year. The increase in
advances was partly funded by Deposits that
grew by 19%, from Rs. 51,732 million to Rs.
61,657 million and partly by liquidation of low
yielding investments – mainly TBs. Total assets
grew by 21%, to Rs. 85,387 million as at
December 31, 2003. The sizeable credit expansion
was part of a planned strategy and we remained
prudent in identifying the opportunities for sound
lending with well diversified exposures.

Despite this positive development, the revenues
from earning assets remained under pressure
due to falling rates, and the Bank had to resort
to re-aligning the returns offered on various
deposit schemes to maintain its spreads. As a
result of the substantial increase in the advances
and the reduction in the average cost of deposits,
the net mark-up income increased by 46%.

Non-fund based income increased by 13%, from
Rs. 846 million to Rs. 954 million mainly due to
an overall increase in business volumes in the
areas of imports, exports and guarantees.
However, the income from dealing in foreign
exchange dropped from last year due to increased
competition and a corresponding erosion of the
exchange spreads.

During the year, the operating expenses increased
by 32%, from Rs. 1,093 million to Rs. 1,438
million. However, the operating cost to net-income
ratio improved to 39.4% from previous year’s
40.6%. The increase in operating expenses is
mainly due to new branches, expansion in Credit
Cards and Retail Banking areas and continued
investment in Information Technology to support
our position as leaders in electronic banking in
the Country.

Your Bank continues to follow the prudent
approach of building-up reserves to safeguard
against future non-performing assets, and an
amount of Rs. 309 million has been appropriated
from 2003 earnings as provision against non-
performing advances, taking the cumulative
provision to Rs. 1,564 million, of which Rs. 685
million were in the form of general provisions.
The specific provision, amounting to Rs. 879
million as at December 31, 2003 provided 69%
coverage against the non-performing advances,
and was made in accordance with the relevant
Prudential Regulations.

Non-performing advances as a percentage of
aggregate advances were 2.76%, an improvement
from 3.97% at the close of the previous year.

The profit after tax has also benefited from the
3% reduction in income tax rates announced by
the Government to bring parity with the corporate
sector.

Earnings per Share
The earnings per share increased by 60% to Rs.
9.66 per share.

Appropriations
The Board of Directors recommends the following
appropriations of the profits for the year ended
December 31, 2003:

Rupees in
thousand

Unappropriated profit brought forward –
Profit after tax for the year 2003 1,103,065

Profit available for appropriation 1,103,065

Appropriations:
Statutory reserve 220,613
Proposed cash dividend @ 20%
  (i.e. Rs. 2 per share) 228,336
Capital reserve (reserve for
  issue of bonus shares @10% i.e.
  10 shares for every 100 shares held) 114,168
Revenue reserve 539,948

1,103,065

Unappropriated profit carried forward –

Earning assets mix

Cash and balances with treasury banks

Money market funds

Federal Government securities

Equity and debt instruments

Advances

54.8%

3.1%

23.9%

9.9%

8.1%

Funding mix

56.1%

14.7%

11.1%

9.4%

8.7%

Fixed deposits

Refinance borrowing from SBP

Repo and other borrowings

Current accounts

Saving deposits

Coverage against
non-performing advances

Rupees in billion

Non-performing advances

Provisions againt non-performing advances

1.8

1.6
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1.2
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Asset and Liability
Management
The objective of asset and liability management
is to maximize returns while keeping the risks
within acceptable levels.

The Bank has an Asset Liability Management
Committee (ALCO) that plays a vital role in this
process. ALCO undertakes continuous
measurement and monitoring of the market risks,
interest rates risks and foreign exchange risks
that are assessed in the light of the changing
market dynamics, and strategies are devised and
adjusted to mitigate any emerging risk.

The Bank also uses various monitoring and
measurement methods for this purpose including
interest rate gap analysis and scenario analysis.
Several coordinates within the Bank provide inputs
to ALCO and also ensure that the decisions are
duly implemented. The credit portfolio is managed
to preserve quality while ensuring at the same
time that it is well balanced and diversified. The
developments in the credit portfolio are closely
monitored with particular emphasis on the credit
ratings of the borrower, and the health of the
industry in which they operate. Our International
Division undertakes dedicated monitoring of all
cross-border exposures including on-and off-
balance sheet assets. Limits for each international
correspondent are set within the total portfolio
limit.

Risk Management
Banking business by nature is exposed to varying
degrees of risk, including credit risk, market risk,
liquidity risk and operational risks. The risk
management function is fundamental to the
business of banking and is an essential element
of our banking strategy. The credit risk
management function is closely structured with
authority flowing from the Board of Directors, and
is filtered down through a system of committees
including Board’s Executive Committee, Head
Office Credit Committee, Area Office and Branch
committees. The system ensures that every credit
decision is reviewed by the next level of authority.
A Special Asset Management unit is also operating
at the Head Office, which has the overall
responsibility for the monitoring and remedial
management of the non-performing loans. The
credit risk associated with the money and foreign
exchange market activities is also subject to
detailed appraisal and rating framework. Counter-
party limits are in place, besides a mechanism
of sanctioning and monitoring cross-border risks.

Customer Services
Knowing our customers and their needs is the
key to our business and success. Our products
and services are structured to touch and improve
the quality of lives of all segments of society. It
is our constant endeavor to provide the most
efficient and personalized service to each and
every customer.

Our products are as diverse as our market
segments. We have structured and syndicated
financing arrangements, working capital finance,
Balancing-Modernization-Replacement (BMR)
facilities, financing of international trade,
consumer credit, small business loans, credit
cards and investment products for the individual
saver.

Askari Bank is proud of the pioneering role in
providing the most modern technological service
to its customer base, which today exceeds
350,000 relationships.

Know your Customer
Your bank is devoting considerable attention to
comply with the KYC principles. A comprehensive
policy has been articulated and filtered down to
the front offices dealing with customer accounts,
and they are required to determine the source
of customer deposits, classify them according to
pre-determined ‘profiles’, and monitor their
banking activity to detect deviations.

A dedicated ‘Compliance Division’ has been
established at the Head Office to maintain close
watch and raise a yellow or red flag upon
observing any abnormality in a transaction that
may indicate inappropriate end use.

Credit Rating
During the year, the Pakistan Credit Rating Agency
(PACRA) maintained both our long term and short
term ratings at ‘AA’ and ‘A1+’, respectively (the
latter being the highest possible in this category).
These ratings signify a very high credit quality
and very strong capacity for timely payment of
financial commitments.

Capital Adequacy
Capital adequacy, as a measure of prudence,
seeks to limit the extent to which a bank can
expand its business in terms of risk weighted
assets as compared to its capital.

As of December 31, 2003, your Bank’s capital
adequacy ratio (CAR) stood at 9.95% as against

Assets Liabilities
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Advances by sector

Agribusiness

Cement & construction
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Financial institutions

Food, beverages and tobacco

Fuel, energy and engineering

Individuals

Leather products and shoes

Miscellaneous

Synthetic and rayon

Cotton products, apparel & garments

Textile spinning, weaving & composite

Textile - BMR (balancing, modernization & replacement)
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12.0% at the close of the previous year. The
dilution of the capital adequacy ratio is primarily
attributable to the significant increase in advances
- partially funded by the liquidation of TBs that
do not carry any risk weightage, and thus the
revised mix of risk assets had a compounding
effect on CAR.

This indicates that if we are to grow our earnings
in an environment of reducing margins, prudent
credit expansion is a must, which in turn means
more pressure on CAR, and therefore a need to
strengthen the capital base of the Bank during
2004.

Branch Network
During the year, your bank opened its first off-
shore banking unit in the Kingdom of Bahrain. In
addition, 11 new branches increased the nation-
wide network to 57. This is the highest number
of branches opened in a year. Further expansion
will continue during 2004 and work is already
underway at some proposed locations. Strategic
branch expansion has always remained our
priority to cover all important towns and cities
and to explore new markets in the smaller towns
for our retail banking products, supported by our
technology based services such as on-line
banking and ATMs.

Awards and Recognition
During the year, your Bank won ‘The Best
Consumer Internet Bank in Pakistan’ award for
2003, the 2nd consecutive year, from Global
Finance – an international magazine of high
repute.

The Annual Report of the Bank for the year 2002
won the 1st prize for ‘The Best Corporate Report’
award for the services sector, instituted jointly
by The Institute of Chartered Accountants in
Pakistan and The Institute of Cost and
Management Accountants in Pakistan, for the
3rd year running.

The Annual Report of the Bank for 2002 also gave
the Bank the distinction of being the only Pakistani
corporate to win a prize for ‘The Best Presented
Accounts’ awarded by the South Asian Federation
of Accountants (SAFA), for the 6th consecutive
year, at the SAARC level.

Pattern of Shareholding
The pattern of shareholding at the close of
December 31, 2003 is included in this report.

Corporate and financial
reporting framework
• The financial statements, prepared by the

management of the Bank, present fairly its
state of affairs, the results of its operations,
cash flows and changes in equity.

• Proper books of accounts of the Bank have
been maintained.

• Accounting policies have been consistently
applied in preparation of these financial
statements as stated in the notes to the
financial statement and accounting
estimates are based on reasonable and
prudent judgment.

• International Accounting Standards, as
applicable to banking companies in Pakistan,
have been followed in preparation of these
financial statements.

• The system of internal control, which is in
place, is being continuously reviewed by
internal audit department and other such
procedures. Such review process will
continue and any weakness in controls will
be removed.

• Board of Directors is satisfied with the
Bank’s ability to continue as a going concern.

• There have been no material departures
from the best practices of corporate
governance as detailed in the Listing
Regulations of the stock exchanges where
the Bank's shares are listed.

• Transactions undertaken with related parties
during the year have been ratified by the
Audit Committee and have been properly
disclosed in the financial statements.

• Key operating and financial data for the last
ten years in summarized form is included
in this Annual Report.

• There are no statutory payments on account
of taxes, duties, levies and charges which
are outstanding as of December 31, 2003,
except as disclosed in these financial
statements.

• The following is the value of investment as
at December 31, 2003:

Provident Fund Rs. 267.92 million (2002:
Rs. 208.68 million)

Gratuity Fund Rs. 110.95 million (2002: Rs.
88.09 million)
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• During the year 2003, 5 meetings of the
Board of Directors were held. Attendance
by each Director was as follows:

Lt. Gen. (R) Jamshaid Gulzar
(ex-Chairman) 1

Lt. Gen. Faiz Jilani (Chairman) 4

Lt. Gen. (R) Masood Perwaiz 5

Mr. Kalim-ur-Rahman 5

Brig. (R) Muhammad Shiraz Baig 5

Brig. (R) Ikram ul Hasan (ex-Director) 3

Brig. (R) Asmat Ullah Khan Niazi 5

Brig. (R) Muhammad Safdar Ali 4

Brig. (R) Muhammad Bashir Baz 1

Mr. Javed Ahmed Noel 5

Mr. Zafar Alam Khan Sumbal 5

Mr. Shahid Hafeez Azmi 4

Mr. Muhammad Afzal Munif 4

Mr. Tariq Iqbal Khan (NIT Nominee) 3

Auditors
The Audit Committee has recommended that for
the year 2004 Messrs. Ford Rhodes Sidat Hyder
& Co. Chartered Accountants be the statutory
auditors of the Bank. The Board of Directors has
endorsed the recommendation.

The Board of Directors wish to place on record
and acknowledge the highest standard of
professional independence, objectivity and
effectiveness shown by Messrs. Taseer Hadi
Khalid & Co. Chartered Accountants, who have
been the statutory auditors since the formation
of the Bank.

Major Acquisition
Your Bank is currently in the process of conducting
the due diligence for acquisition of majority
shareholding in Allied Bank of Pakistan Limited,
and plans to participate in the bidding process,
likely to be held in March 2004.

Events after the Balance
Sheet date
There have not been any material events that
occurred subsequent to the date of the Balance
Sheet that require adjustments to the enclosed
financial statements.

Prospects for 2004
The operating environment for banks in 2004
will be very challenging as the excessive liquidity
is likely to maintain pressure on the interest rates
which are already at the lowest end. The erosion
of banking spreads and, in turn, their profits, will
continue and the banks will yet again be faced
with an uphill task of producing better results.
With the privatization of the two major banks,
the banking sector in Pakistan is taking a new
shape and already a majority of commercial
banking is in the hands of private investors. While
this is a long awaited positive development, it
clearly indicates that future banking in Pakistan
is going to be even more competitive, and the
current activities undertaken by diverse financial
institutions are going to over-lap.

Your Bank’s management is fully aware of these
developments and is already taking initiatives
that are expected to yield positive results. We
remain committed towards improvement in
stakeholders’ value by diversifying our product
range, devising innovative products in order to
maintain a competitive edge, and invest in people
and technology to enable the Bank to achieve
growth in business, improvement in customer
service and ultimately an increase in profitability.

Acknowledgments
On behalf of the Board of the Bank, I would like
to express my sincere appreciation to the State
Bank of Pakistan and other regulatory bodies for
their guidance and support; to the shareholders
and customers of the Bank for their patronage
and business; and to the employees of the Bank
for their continued dedication and hard work,
which has given us these excellent results.

For and on behalf of the Board

February 11, 2004. Lt. Gen. Faiz Jilani
Rawalpindi Chairman
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This statement is being presented to comply with
the Code of Corporate Governance (the Code)
contained in Listing Regulations of the stock
exchanges where the Bank's shares are listed,
for the purpose of establishing a framework of
good governance, whereby a listed company is
managed in compliance with the best practices
of corporate governance.

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

1. The Bank encourages representation of
independent non-executive directors and
directors representing minority interests on
its Board of Directors. At present the Board
includes 6 non-executive Directors of which
3 independent Directors represent minority
interest.

2. The Directors have confirmed that none of
them is serving as a director in more than
ten listed companies, including Askari
Commercial Bank Limited, except Mr. Tariq
Iqbal Khan who has been exempted for the
purpose of this clause by the Securities and
Exchange Commission of Pakistan (SECP).

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

4. During the year, two casual vacancies
occurring on the Board on April 4, 2003 and
August 10, 2003 were filled within the
prescribed period.

5. The Bank has prepared a ‘Statement of
ethics and business practices’, which has
been signed by all the directors and
employees of the Bank.

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

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

8. The meetings of the Board were presided
over by the Chairman and, in his absence,
by a Director elected by the Board for this
purpose and the Board met at least once in
every quarter. Written notices of the Board
meetings, along with agenda and working
papers, were circulated at least seven days
before the meetings. The minutes of the
meetings were appropriately recorded and
circulated.

9. The Board members participated in
orientation courses to apprise them of their
duties and responsibilities.

10. The Board has approved appointment of
Chief Financial Officer, Company Secretary
and Head of internal Audit, including their
remuneration and terms and conditions of
employment, as determined by the Chief
Executive.

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

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

13. The Directors, Chief Executive and executives
do not hold any interest in the shares of the
Bank other than that disclosed in the Pattern
of Shareholding.

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

15. The Board has formed an Audit Committee.
It comprises of 3 Directors of which 2 are
non-executive including the Chairman.

Statement of Compliance
with the Code of Corporate Governance
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