Statement of Compliance

with the Code of Corporate Governance

This statement is being presented to comply
with the Prudential Regulation No. XXIX,
responsibilities of the Board of Directors, issued
vide BSD Circular No. 15, dated June 13, 2002
and the Code of Corporate Governance as
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 at least 11 non-executive Directors
of which 3 independent Directors represent

minority shareholders.

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 Igbal Khan
who has been exempted for the purpose of this
clause by the Securities and Exchange
Commission of Pakistan (SECP).E

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 a NBFI or, being a member
of a stock exchange, has been declared as a

defaulter by that stock exchange.

4.

During the year, three casual vacancies
occurring on the Board on July 14, 2004,
October 18, 2004 and December 18, 2004,

were filled within the prescribed period.

The Bank has prepared a statement of ethics
and business practices, which has been signed
by all the directors and employees of the

Bank.EEEEEEEEEE

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.

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

Officer, have been taken by the Board.

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.

The Board members patrticipated in orientation
courses to apprise them of their duties and

responsibilities.
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10.

11.

12.

13.

14.

15.

16.

17.

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 Officer.

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.

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

the Board.

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

in the pattern of shareholding.

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

Code.

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

Committee.

The meetings of the Audit Committee were
held in every quarter prior to approval of interim
and final results of the Bank as required by
the Code. The terms of reference of the

Committee were fully complied with.

The Board has set-up an effective internal

audit function on a full time basis.

18.

19.

20.

The statutory auditors of the Bank have
confirmed that they have been given a
satisfactory rating under the quality control
review program of the Institute of Chartered
Accountants of Pakistan, that they or any of
the partners of the firm, their spouses and
minor children do not hold shares of the Bank
and that the firm and all its partners are in
compliance with International Federation of
Accountants (IFAC) guidelines on code of
ethics, as adopted by The Institute of Chartered

Accountants of Pakistan.

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 in this regard.

We confirm that all other material principles
contained in the Code have been complied

with.

For and on behalf of the Board

Lt. Gen. Waseem Ahmed Ashraf

Chairman

Rawalpindi
February 10, 2005
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Review Report to the Members

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

We have reviewed the Statement of Compliance with
the best practices contained in the Code of Corporate
Governance prepared by the Board of Directors of
Askari Commercial Bank Limited (the Bank) to comply
with Prudential Regulation No. XXIX, Responsibilities
of Board of Directors, issued vide BSD Circular
No. 15 dated June 13, 2002, Listing Regulation
No. 37 of Karachi Stock Exchange, Chapter XIII of the
Listing Regulations of the Lahore Stock Exchange and
Chapter XI of the Listing Regulations of the Islamabad

Stock Exchange where the Bank is listed.

The responsibility for compliance with the Code of
Corporate Governance is that of the Board of Directors
of the Bank. 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 Bank's compliance with the provisions
of the Code of Corporate Governance and report if it
does not. A review is limited primarily to inquiries of
the Bank's personnel and review of various documents

prepared by the Bank to comply with the Code.

As part of our audit of financial statements we are
required to obtain an understanding of the accounting
and the internal control systems sufficient to plan the

audit and develop an effective audit approach. We

have not carried out any special review of the internal
control system to enable us to express an opinion as
to whether the Board's statement on internal control
covers all controls and the effectiveness of such internal

controls.

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 Bank's
compliance, in all material respects, as applicable to
the Bank for the year ended December 31, 2004 with
the best practices contained in the Code of Corporate

Governance.

Ford Rhodes Sidat Hyder & Co.
Chartered Accountants

February 10, 2005
Islamabad

A Member of Ernst & Young International
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AuditorsO Report to the Members

We have audited the annexed balance sheet of Askari
Commercial Bank Limited ("the Bank") as at December
31, 2004, and the related profit and loss account,
cash flow statement and statement of changes in equity
together with the notes forming part thereof (here-in-
after referred to as the Ofinancial statementsO) for the
year then ended, in which are incorporated the
unaudited certified returns from the branches except
for eight branches which have been audited by us and
one branch audited by auditors abroad and we state
that we have obtained all the information and
explanations which, to the best of our knowledge and
belief, were necessary for the purposes of our audit.

It is the responsibility of the Bank's Board of Directors
to establish and maintain a system of internal control,
and prepare and present the financial statements in
conformity with approved accounting standards and
the requirements of the Banking Companies Ordinance,
1962 (LVII of 1962), and the Companies Ordinance,
1984 (XLVII of 1984). Our responsibility is to express
an opinion on these statements based on our audit.

We conducted our audit in accordance with the
International Standards on Auditing as applicable in
Pakistan. These standards require that we plan and
perform the audit to obtain reasonable assurance about
whether the financial statements are free of any material
misstatement. An audit includes examining, on a test
basis, evidence supporting amounts and disclosures
in the financial statements. An audit also includes

assessing accounting policies and significant estimates
made by management, as well as, evaluating the overall
presentation of the financial statements. We believe
that our audit provides a reasonable basis for our
opinion and after due verification, which in case of
loans and advances covered more than sixty per cent
of the total loans and advances of the Bank, we report
that:

(a) in our opinion, proper books of account have been
kept by the Bank as required by the Companies
Ordinance, 1984 (XLVII of 1984), and the returns
referred to above received from the branches have
been found adequate for the purposes of our audit;

(b)

in our opinion:

(i) the balance sheet and profit and loss account
together with the notes thereon have been
drawn up in conformity with the Banking
Companies Ordinance, 1962 (LVII of 1962),
and the Companies Ordinance, 1984 (XLVII
of 1984), and are in agreement with the books
of account and are further in accordance with
accounting policies consistently applied except
for the change as stated in note 5.4 to the
financial statements, with which we concur;

A Member of Ernst & Young International







