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REPORT OF
SHARI'AH BOARD

(FOR THE YEAR ENDED DECEMBER 31, 2017)

The Shari'ah Board of MCB Islamic Bank Ltd. (MIB) was established in September, 2015. Currently Shari'ah Board comprises of
respected Prof- Mufti Munib-ur-Rehman as Chairman Shari'ah Board, Mufti Syed Sabir Hussain as Resident Shari'ah Board Member

(RSBM) and Mufti Mahmood Ahmad as Member Shari'ah Board. In the year 2017 Shari'ah Board meetings were held on the following
dates:

First Shari'ah Board Meeting — February 15, 2017
Second Shari'ah Board Meeting — April 26, 2017
Third Shari'ah Board Meeting — July 31, 2017
Fourth Shari'ah Board Meeting — October 10, 2017

1 While the Board of Directors and Executive Management are solely responsible to ensure that the operations of MIB are conducted
in a manner that comply with Shari‘ah principles at all times, we are required to submit a report on the overall Shari'ah compliance
environment of MIB.

2 To form our opinion as expressed in this report, the Shari'ah Compliance Department (SCD) of MIB carried out reviews of each types
of transactions, products, process flows/modus operandi and concepts. In this regard, 66 branches have been inspected for Shari'ah
as per Shari'ah Compliance program. Further, Pool Management System (PMS) and treasury transactions were also reviewed as
per required frequency and major highlighted system related matters have been rectified as per guidance of SCD . In order to
enhance the Islamic banking knowledge and expertise in general as well as product wise especially in Islamic Micro Finance and
SME businesses, were made mandatory for all staff of the Bank with the coordination of Learning & Development Department of
HRG.

3 The Shari'ah Board of the MIB has issued Four (4) Instructions & Guidelines & Two (2) Fatawa during the period.

4 SCD with the coordination of management has reviewed the existing legal documents of financing products namely Islamic Micro
Finance on Murabaha basis, Consumer Car Finance and House Finance on Diminishing Musharakah, Consumer Car Finance on
ljarah basis, Musharakah Running Finance, Musharakah Export Finance, Murabaha Financing, Diminishing Musharakah of
corporate and commercial business.

5 SCD has also facilitated Islamic Banking training sessions the front and back offices staff of MIB. Further, SCD has taken initiative to
establish an effective and comprehensive Islamic Banking training mechanism for all business centers, Branch Managers/ Branch
Operation Managers. . Internal trainers were also part of Shari'ah related training initiatives during the year.

6 Shari'ah Board praises and encourages the effort of Management regarding implementation of proper dress code in all branches and
permission of branchs' staff to wear Shalwar & Qameez on Friday. It is also hoped that same will be approved for Back offices' staff.

Recommendations:
Based on the observations made through Shari'ah review, report and Shari'ah Compliance checks, it is recommended that:

i Infuture, there shall be more Shari'ah Trainings for front and back office staff with emphasis on specialize products training sessions;
ii Newly inducted staff shall be trained on Islamic Banking and Islamic Banking Products before confirmation;
iii As pool management is very sensitive by its nature, therefore, it shall be more automated to avoid any human error.

iv All back offices who are involve on execution of the transactions are advised to use standard documents approved by Shari'ah Board
and should bear intial on each page.
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Conclusion:

Shari'ah Board has reviewed & advised corrective measures on the report of Internal Shari'ah Audit and Shari'ah Compliance Inspection
reports and is of the view that:

i MIB has complied with Shari'ah rules and principles in the light of Fatawa, Instructions and Guidelines issued by Shari'ah Board.

ii MIB has complied with directives, regulations, instructions and guidelines related to Shari'ah compliance issued by SBP in
accordance with the rulings of SBP's Shari'ah Board.

iii. MIB has a comprehensive mechanism in place to ensure Shari'ah Compliance in their overall operations.

iv During the course of Shari'ah compliance of the transactions, it was realized that the amount of Charity collection during the year was
PKR 8.133 million from different heads which was instructed to transfer to the Charity account. The bank has disbursed the Charity
amount to Shari'ah approved charitable organizations as per MIB's charity policy and SBP's guidelines.

Vv MIB has complied with the SBP instructions on profit and loss distribution and pool management.

vi While the Bank is actively pursuing training of its human resources about various aspects of Islamic Banking & Finance through
training sessions/seminars, however further improvement is required in the level of awareness of Islamic Banking & Finance of the
staff, management and the BOD through enhanced training mechanism for each level. The management and the BOD has made
sincere efforts and appreciates the importance of Shari'ah compliance in overall operations of MIB.

vii The Shari'ah Board has been provided adequate resources enabling it to discharge its duties effectively.

Shari'ah Board would like to take this opportunity to offer praise to Almighty ALLAH and seek his guidance and Tauwfeeq, and to
express its wishes for further progress, development and prosperity of Islamic Banking, Alhamdulillah under the sincere efforts of senior
management, and Islamic Banking industry in Pakistan as a whole.
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Professor Mufti Munib-ur-Rehman
Chairman Shari'ah Board
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Mufti Syed Sabir Hussain Mufti Mahmood Ahmad
Resident Shari'ah Board Member Member Shari'ah Board

January 24, 2018
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