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The Bank’s management is 
responsible to establish and maintain 
an adequate and effective system of 
internal controls and procedures. The 
management is also responsible for 
evaluating the effectiveness of the 
bank’s internal control system that 
covers material matters by identifying 
control objective and reviewing 
significant policies and procedures.

The scope of Audit and Credit 
Risk Review Group (A & CRRG), 
independent from line management, 
inter-alia includes, review and 
assessment of the adequacy and 
effectiveness of the control activities 
across the bank as well as to ensure 
implementation of and compliance 
with all the prescribed policies 
and procedures. All significant and 
material findings of the internal audit 
reviews are reported to the Audit 
Committee of the Board of Directors. 
The Audit Committee actively 
monitors implementations to ensure 
that identified risks are mitigated to 
safeguard the interest of the bank.

The Internal Controls Division under 
the ambit of Operations Group is 
entrusted with the responsibility 
of expediting rectification of 
irregularities and control lapses in 
branches’ operations and various 
controlling offices pointed out 
through audit reviews. Vigorous 
efforts are made by Operations Group 
to improve the Control Environment 
at grass root level by continuous 
review & streamlining of procedures 
to prevent & rectify control lapses as 
well as imparting training at various 
levels. The Compliance Group, through 
its regional offices, ensures adherence 
to the regulatory requirements 
and bank’s internal policies and 
procedures, with specific emphasis on 
KYC/AML. 

The Bank’s internal 
control system has been 
designed to provide 
reasonable assurance to 
the Bank’s management 
and Board of Directors. All 
Internal Control Systems, 
no matter how well 
designed, have inherent 
limitations that they may 
not entirely eliminate 
misstatements. Also 
projections of evaluation 
of effectiveness to future 
periods are subject to 
the risk that controls 
may become inadequate 
because of changes in 
conditions or that the 
degree of compliance with 
the policies or procedures 
may deteriorate. However, 
control activities are 
ongoing process that 
includes identification, 
evaluation and 
management of significant 
risks faced by the Bank.

Recognizing it to be an ongoing 
process, the management of Allied 
Bank is in the process of adopting 
an internationally accepted COSO 
(Internal Control – Integrated) 
Framework with the assistance 
of a reputable advisory firm in 
accordance with SBP Guidelines 
on Internal Controls. The bank has 
already completed the detailed 
documentation of the existing 
processes and controls, together 
with a comprehensive gap analysis 
of the control design. The bank has 
addressed some of the major gaps 
identified during the exercise and is 
at an advanced stage of developing 
and implementing remediation plans 
for the remaining gaps. In addition, 
comprehensive management testing 
plans and framework are being 
developed for ensuring on-going 
operating effectiveness of key 
controls.

Allied Bank expects the complete 
various stages of its Internal Control 
Programme and achieve external 
auditors’ certification on internal 
controls over financial reporting in 
2010.

The Board of Directors being 
ultimately responsible for the 
internal control system endorses 
the management evaluation and 
efforts to adopt above mentioned 
internationally accepted standards in 
improving controls and processes to 
ensure better risk mitigation.

Mohammad Aftab Manzoor
Chief Executive Officer

Dated: February 17, 2010

We have reviewed the Statement of Compliance with the best practices (the “Statement”) contained in the Code of 

Corporate Governance prepared by the Board of Directors of Allied Bank Limited (the Bank) to comply with Regulation 

G-1 of the Prudential Regulations for Corporate/Commercial Banking issued by the State Bank of Pakistan, Listing 

Regulation No. 35 of the Karachi Stock Exchange, Listing Regulation No. 35 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 

internal control systems sufficient to plan the audit and develop an effective audit approach. We are not required to 

consider whether the Board’s statement on internal control covers all risks and controls, or to form an opinion on the 

effectiveness of such internal controls, the Bank’s corporate governance procedures and risks.

Further, Listing Regulations of Karachi, Lahore and Islamabad Stock Exchanges require the Bank to place before the 

Board of Directors for their consideration and approval related party transactions, distinguishing between transactions 

carried out on terms equivalent to those that prevail in arm’s length transactions and transactions which are not 

executed at arm’s length price while recording proper justification for using such alternate pricing mechanism. Further, all 

such transactions are also required to be separately placed before the audit committee. We are only required and have 

ensured compliance of requirement to the extent of approval of related party transactions by the Board of Directors 

and placement of such transactions before the audit committee. We have not carried out any procedures to determine 

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 does not 

appropriately reflect the Bank’s compliance, in all material respects, with the best practices contained in the Code of 

Corporate Governance as applicable to the Bank for the year ended December 31, 2009.
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