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Pak-Gulf Leasing ~NOTES TO THE FINANCIAL STATEMENTS
Company Limited FOR THE YEAR ENDED JUNE 30, 2009

LEGAL STATUS AND NATURE OF BUSINESS

Pak-Gulf Leasing Company Limited (the Company) was incorporated in Pakistan on December
27, 1994 as a public limited company under the Companies Crdinance, 1984 and commenced
itz operations on Septamber 16, 1996. The company is principally engaged in the business of
leasing and is listed on all the three Stock Exchanges of Pakistan, namely, the Karachi Stock
Exchange (Guarantee) Limited, the Lahore Stock Exchange (Guarantee) Limited and the Islamabad
Stock Exchange [Guarantee) Limited. The registered office of the company is situated at the
Farum, Rooms 125 - 127, First floor, main Khayaban-e-Jami, Clifton, Karachi,

BASIS OF PREPARATION
Statement of compliance

These financial statements have been preparad in accordance with the approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such International
Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board
{IASE) as are notified under the Companies Ordinance, 1984 (the Ordinance), the requirements
of the Ordinance, the Man-Banking Finance Companies (Establishment and Regulations) Rules,
2003 (the NBFC Rules), the Non-Banking Finance Companies and Notified Entities Regulations,
2008 (the NBFC Regulations), Prudential Regulations for Non-Banking Finance Companies (the
Prudential Regulations) and the directives issued by the Securities and Exchange Commission
of Pakistan (the SECP). Wherever the requirements of the Ordinance, the NEFC Rules, the
NBFC Regulations, the Prudential Regulations or the directives issued by the SECF differ with
the requirements of IFRS, the requirements of the Ordinance, the NBFC Rules, the NBFC
Requlations, the Prudential Regulations or the directives issued by the SECP prevail.

As per the requirements of NBFC Regulations, existing leasing companies are required to maintain
an equity of atleast Rs 350 million by June 30, 2011. As at June 30, 2009 the Company's equity
was Rs 333.766 million. '

Basis of measurement

These financial statements have been prepared under the historical cost convenlion, except that
certain operating fixed assets are stated at revalued amount and investments classified as
"available for sale' are marked to market and carried at fair value

Standards, interpretations and amendments to published approved accounting standards
that are effective in the current year

{a) During the year ended June 30, 2009, International Financial Reporting Standard 7
{(IFRS 7) 'Financial Instruments: Disclosures’ became effective. IFRS 7 has superseded
IAS 30 and the disclosure requirements of IAS 32, Adoption of this standard has only
resulted in additional disclosures which have been set aut in the note 20 and note 33
to these financial statemenls.

{b) There are other standards, amendments and interpretations that were mandatory for
accounting periods beginning on or after July 1, 2008 but were considered not o be
relevant or did not have any significant effect on the Company's operations.

Standards, interpretations and amendments to published accounting standards that are
not yet effective

ia) IAS 1{Revised), 'Presentation of Financial Statements' (effective for annual periods
beginning on ar after January 1, 2009}, was issued in September 2007,
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The revised standard requires an entity to present, in a statement of changes in equity,
all owner changes in eguity. All non-owner changes in equity (i.e. comprehensive income)
are required to be presentad separately from owner changas in equity, either in one
slatement of comprehensive income or in two statements (a separale income stalement
and a statement of comprehensive income). When the entity applies an accounting
policy retrospectively or makes retrospective statement or reclassifies items in the
financial statements, they will be required to present a restated financial position (balance
sheet) as at beginning of comparative period in addition to the current requirement to
present the balance sheet as at the end of the current and the comparative period. The
adoption of this standard will only impact the presentation of the financial staterments,

IAS 19 (Amendment), ‘Employee Benefits' (effective from January 1, 2009)

- The amendment clarifies that a plan amendment that results in a change in
the extent t¢ which benefit promises are affected by future salary increases
is a curtailment, while an amendment that changes benefits attributable to past
service gives rise to a negative past service cost if it results in a reduction in
the present value of the defined benefit obligation. Adoption of the amendmant
is not expected to have any effect on the Company's financial statements.

- The definition of return on plan assels has been amended to stale that plan
administration costs are deducted in the calculation of return on plan assets
only to the extent that such costs have been excluded from measurement of
the defined benefit abligation. Adoption of the amendment is not expected to
have any effect on the Company's financial statements.

- The distinction belween shorl term and long lerm employee benefits will be
based an whether benefits are due to be settled within or after 12 months of
employes service being rendered. The adaption of this amendment will only
impact the presentation of the financial statements.

- IAS 37, 'Provisions, Contingent Liabilities and Conlingent Assets', reguires
those contingent liabilities to be disclosed, which are not recognised. 143 19
has been amended 1o be consistent with |AS 37.

IAS 36 (Amendment), 'Impairment of Assets’ (effective from January 1, 2009)

Az per the new requirements, disclosures equivalent to those for value-in-use calculation
should be made where fair value less costs to sell is calculated on the basis of discounted
cash flows. Adoption of the amendment is not expected to have significant effect on the
Company's financial statemeants,

[AS 38 [Amendment), 'Intangible Assets' (effective from January 1, 2009)

The amended standard states that a prepayment may only be recognised in the event
that payment has been made in advance of obtaining right of access of goods or receipt
of services, This amendment is not expectad to have a significant effect on the Company's
financial statemenis.

IFRS 7 (Amendment), 'Financial Instruments: Disclosures' (effective from January 1,
2009)

There are a number of minor amendments to IFRS ¥ in respect of enhanced disclosures
abaut liquidity risk and fair value measurements. These amendments are unlikely to
have an impact on the Company's financial statements and have therefore nol bean
analysed in detail.

There are other amandments to the approved accounting standards and interpretations
that are mandatory for accounting periods beginning on or after January 1, 2009 but
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are considerad not to be relevant or do not have any significant effect on the Company's
operations and are therefore not detailed in these financial statements.

2.5 Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, income and expenses. It also requires management to exercise judgment in application
of the Company's accounting policies. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the
circumstances, These estimates and assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of revision and future periods if the revision affects both
current and future periods,

The areas where various assumptions and estimates are significant to the Company's financial
statements or where judgment was exercised in application of accounting policies are as follows:

i Classification and valuation of investments (notes 3.1 and &)

i) Pravision for current and deferred taxation (notes 3.10 and 28)

i) Recognition and measurement of deferred tax assets and liabilities (note 16)

iv) Classification and provision of net investmenl in finance lease (notes 3.5, 3.6 and T)
) Determination and measurement of useful life and residual value of operating fixed

assets (note 9)
2.6 Functional and presentation currency '

These financial statements are presented in Pakistani Rupees which is the Company’s functional
and presentation currency.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all the years presented, unless
otherwise stated.

31 Financial assets

314  Classification
The Company classifies its financial assets in the following categories: loans and recaivablez
and available for sale. The classification depends on the purpose for which the financial assels
were acquired, Management determines the appropriate classificalion of its financial assets at
initial recognition and re-evaluates this classification on a regular basis.
(a) Loans and receivables

These are non-derivalive financial assets with fixed or determinable payments that are
nat quated in an active markel.

{+)] Available for sale
Available for sale financial assets are those non-derivative financial assels that are
designated as available for sale or are not classified as (a) loans and receivables, (b)
held to maturity investments or {c) financial assets at fair value through profit or loss.
3.1.2 Initial recognition and measurement

Financial assets are inilially recognised at fair value plus any related transaction costs.
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3.1.3  Subsequent measurement

Subsequent to initial recognition, financial assels designated by the management as loans and
receivables and available for sale are valued as follows:

a) Loans and receivables

Loans and receivables are carried al amortised cost.

b) Available for sale

Subsequent to initial measurement, available for sale investrments are revalued and ara
remeasured to fair value.

Mel gains and losses arising on changes in fair value of available for sale financial
assels are laken o equity until these are derecognised. At this time, the cumulative gain
or loss previously recognised directly in equity is transferred to the profit and loss
account.

314 Impairment
The carrying value of the Company's assets are reviewaed at pach balance sheet dale lo deterrming
whether there is any indication of impairment. If such an indication exists, the recoverable amount
of such asset is estimaled. An impairment loss is recognised whenever the carrying amount of
an asset exceeds its recoverable amount. Impairment losses are recognised in the profit and
loss account. :

3.4.5  Derecognition
Financial assets are derecognised when the rights to receive cash flows from the financial assets
have expired or have been lransferred and the Company has transferred substantially all risks
and rewards of ownership attached to such financial assels.

3.2 Financial liabilities

All financial liahilities are recognised at the time when the Company becomes a party to the
contractual provisions of the instrument.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expired.

3.3 Dffsetting of financial assets and liabilities
Financial assets and financial liabilities are offsel and the net amount is reportad in the balance
sheel when there is a legally enforceable right to set off the recognised amounts and there is
an intention to settle on a net basis, or realise the assets and setlle the liakilities simultaneously.

3.4 Cash and cash equivalents
Cash and cash equivalents include cash in hand, chegues in hand, deposits held at call with
bankse, shori-term running finance facilities and other short-term highly liquid investments with
original maturities of three months or less.

3.5 Met investment in lease finance

Leases where the company lransfers substantially all the risks and rewards incidental to ownaership
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of the leased assets to the lesseeas, are classified as finance leases.

The leased assef is derecognised and the present value of the lease receivable {net of initial
diract costs for negotiating and arranging the lease) is recognised on the balance sheel. The
difference between the gross lease receivables and the present value of the lease receivables
is recognised as unearmed finance income.

Areceivable (s recognised at an amount equal to the present value of the minimum lease payments
under the lease agreements, including guaranteed residual value, if any.

Each lease payment received is applied against the gross investmeant in the finance lease
receivable to reduce both the principal and the unearned finance income. The finance income
is recognised in the profit and loss account on a basis that reflects a constant periadic rale of
return on the net investment in the finance lease receivables.

Initial direct costs incurred by the company in negoliating and arranging finance leases are added
to finance lease receivables and are recognised as an expanse in the profit and less account
over the lease term on the same basis as the finance lease income,

Provision for potential lease losses and provision for terminated leases

Specific provision for potential lease losses and doubtful receivables are made on the basis of
the reguirements of the NBFC Regulations,

Such allowance is increased by provision charged to income and is decreased by charge offs,
net of recovaries and related legal charges.

Operating fixed assets

These are stated at cost less accumulated depreciation and impairment losses, if any, excepl
for leasehold premises which is stated at revalued amount less accumulated depreciation an
impairment losses, if any, and capital work-in-progress which is stated at cost less impairment
losses, if any. All expenditures connected to the specific assets incurred during installation and
construction period are camied under capital wark-in-progress. These are transferred fo specific
assets as and when the asseis are available for use,

Subseguent costs are included in the assels’ carrying amounts or recognised as a separate
assel, as appropriate, only when it is probable that future benefits associated with the iterm will
flow to the Company and the cost of the item can be measured reliably. All other subsequent
costs indcluding repairs and maintanance are charged to the profit and loss account as and when
incurrad,

Depreciation is charged using the straight line methad, whereby the depreciable amount of an
asset is written off over its estimated useful life at the rates specified in note 9.1 after faking into
account residual value, if any. The residual values, useful lives and depreciation methods are
reviewed and adjusted, if appropriate, at each balance sheet date,

Depreciation on additions is charged from the month the assets are put 1o use while no depreciation
is charged in the month in which the assels are disposed ofl.

Arny surplus ansing on revaluation of operating fixed assels is credited to the surplus on revaluation
account, Revaluation is carried out with sufficient regularity to ensure that the carrying amounts
of assets do not differ materially from the fair value of such assets. To the extent of the incremental
depreciation charged on the revalued assets, the surplus on revaluation of operating fixed assets
inet of deferred taxation) is transferred directly to unappropriated profit,

Gains or losses on sale of assels are charged to the profit and loss account in the period in which
they arise, except that the related surplus on revaluation of assets [net of deferred taxation) is



RIS

3.8

3.9

3.10
3.101

3.10.2

31

312

£Z Pak-Gulf Leasing  NOTES TO THE FINANCIAL STATEMENTS

C[J['I‘IPIIIW Limited FOR THE YEAR ENDED JUNE 30, 2009

transferred directly to accumulated profit.
Other receivables

Other receivables are carried at original invoice amount less an estimate made for doubtful
receivables based on a review of all outstanding amounts at the year end. Balances considered
had and irrecoverable are written off when identified.

Other provisions

Provisicns are recognised when the company hag a legal or constructive obligation as a result
of past events and it is probable that an outflow of rescurces will be required to settle the obligation
and a reliable eslimate of the amount can be made. Provisions are reviewed at each balance
sheet date and are adjusted to reflect the current best estimate.

Taxation
Current

Provision for current taxation is based on taxable income at the current rates of taxation after
taking into account tax credits and rebates available, if any. The charge for current taxation also
includes adjustments where necessary, relating to prior years which arise from assessments
framed / finalised during the year.

Taxabhle income for the purpose of computing current taxation is determined under the provisions
of the tax laws whereby lease rentals received and receivable are deemed to he the income of
the Company. Provision for taxation is thus based on taxable income determined in accordance
with the requirements of such laws, and is made at the current rales of taxation in the Income
Tax Ordinance, 2001,

Daferred

Deferred tax is recognised, using the balance sheet liability methed, on all temporary differences
arising between the tax base of assets and liabilities and their carrying amount. Deferred tax is
calculated using the rates that are expected to apply to the period when the differences reverse
based on the tax rates thai have been enacted at the balance sheet date.

Deferrad tax liabilities are recognised for all taxable temporary differences, whereas deferred
lax assets are recognised for all deductible temporary differences. A deferred lax asset is
recognised only to the extent that it is probable that future taxable profits ar taxable temporary
differences will be available against which the asset can be utilised. Deferred tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be realised. In
addition, the company also recognises deferred tax asset / liahility on the deficit / surplus on
revaluation of tangible fixed assets which is adjusted against the related deficit / surplus in
accordance with the requirements of International Accounting Standard 12 (1435 12), 'Income
Taxes".

Trade and other payables

Liabilities for trade and other payables are recognised initially at fair value and subsequently
carried at amortised cost.

Staff retirement benefits
Defined contribution plan

The Company operates an approved defined cantributory provident fund for all its permanent
employees. Monthly contributions are made to the fund equally by the company and the employees
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in accordance with the rules of the fund. The contributions are recognised as employes benefit
expense when they become due.

Staff retirement benefits are payable to employees on completion of the prescribed gualifying
period of service under the schemae.

Employees’ compensated absences

The Company accounts for the liability in respect of employees’ compensated absences in the
year in which these are eamed. Provision to cover the obligations under the scheme is made
based on the current leave entitements of the employees and by using the current salary level
of the employees.

Currency translation
Foreign currency transactions

ltems included in financial staterments are measured using the currency of the primary economic
environment in which the Company operates

Transactions in foreign currencies are translated to Pakistani Rupees at the foreign exchange
rates prevailing on the date of the transaction. Monelary assets and liabilities in foreign currencies
are franslated into Pakistani Rupees at the rates of exchange approximating those prevailing on
the balance sheel date. Exchange differences are taken lo the profit and loss account,

Revenue recognition

The Company follows the finance lease method in accounting for the recognition of lease income,
Under this methad, the unearnad lease income i.e. the excess of gross lease rentals and the
estimated residual value over the cost of the leased assets is deferred and taken to ncome over
the term of the lease contract, 50 as to produce a systematic return on the net investment in
finance lease. Unrealised lease income is held in suspense account, where necassary, in
accordance with the requirements of the NEFC Regulations.

Documentation charges are taken to income when realised.
- Income on investmeants is accounted for on accrual basis,
- Dividend income is recognised when the right to receive the dividend is established.

Earnings per share

The Company presents basic and diluted earnings per share (EPS] for its shareholders. Basic
EFS is calculated by dividing the prafit or loss attributable to ardinary share holders of the
Company by the weighted average number of ordinary shares outstanding during the year. Diluled
EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effect of all dilutive potential
ordinary shares, if any.

Dividend distribution and transfer between reserves

Dividend distribution (including stock dividend) to the Company's shareholders and lransfer
between reserves, axcept appropriations which are reguired under law, are recognised in the
financial statements in the period in which such dividends are declared or such transfers between
reserves are mades.
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4 CASH AND BANK BALANCES Note 2009 2008
Balance with banks: s ARG emnyranay
5 in current accounts 11,017,578 53,845
. in saving accounts 3.1 11,895,818 105,152
Cash in hand 8,347 12,414
22,921,743 171,411
4.1 Return on these savings accounts is earned at rates ranging from 5 percent fo
17 percent (2008: 0.08 percent to 2.77 parcent} per annum.
Note 2009 2008
5 IHM‘ESTMENTS b T P A e Rupees ...........

Available for sale investments

Cost
54 300 units of National Investment Trust
(2008: 54,300) 1,194,200 1,184,200
Revaluation surplus | {(deficit)
As at July 1 1,648,405 2,153,395
Deficit for the year
As at June 30 {1,384,650) (504,290)
263,755 1,648,408
1,457,955 2,642 605
i OTHER RECEIVABLES - NET ‘
Lease receivables held under litigation 6.1 45,375,118 39,777,857
Insurance premium receivable 6.2 B.436,314 7470607
Others 667, 822 1,058,925
54,479,254 48 307,399
Less: Provision against terminated leases 6.3 29,742,804 21,568,585
24,736,450 26,738 804
6.1 The net investment in finance lease for cases terminated by the Company, and

where litigation has commenced, is transferred to olher receivables.

6.2 This represents insurance premium receivable from lessees for leased assels
insured on their behalf by the Campany. These amounts are recovered gither
during the lease period or on termination / maturity of the lease contracts,

Mote 2008 2008

6.3 Movement of provision against eenemm=-as- RUPE@S -------=s==
terminated lease
EBalance as at July 1 21,568,595 6,853 630
Add: Charge for the year 7,660,263 9,650,107
Transfer of provision relating to lease Fif 1,227,936 5,064,858
receivables held under litigation
Recoveries during the year {713,990}

Balance as at June 30 20,742,804 21,568,595
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7 MET INVESTMENT IN FINANCE LEASE

Minimum leage paymants

Add: Rasidual value of
leased assels

Leasa conlract receivable

Less: Unearmed leasa Noome

Less: Pravision for potertial
lnase losses {note 7.1)

Med inwestmant in finance leases

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009

20049 2008
Later tham Later than
Mot later than ona year and Tatal Mot Inlar than ana yaar and Tatal
one yenr leas tham five DR YEar lezs Lhan flve
Vears VEArs
T L L L LT RUPERS === =ss=smmsss-c—-----——_scsasamar=

211,767,220 268,917,194 480,684,414

23,683,603 161,506,322 185,180,925

200415934 198 625173

32914145 129941 183

400,041,107

162,855,328

235,450 823 430,423,516 665.874,339

{53,171,820) {38,297,755) (91,469 584)

235,320,079 320,566,356

(61,532.604) (23,120,535)

562,896,435

(74,963,139

182,278,004 292 125,761 574,404,755 181,497,475 306435821 487,033,296
" (1,412,848) (1,112,846) - (2,622,742) (2,622,742)
181,497 475 303,813,079 485,310 554

162,278,994 391,012,915 573,291,909

I cartain leasas, the company has security, in addition to leased assets, in the form of mortgages | corporate |
personal guarantees of associated companies [ directors,

7.1 Particulars of provision
for potential lease

losses
Dpening balance

Charge far thie penad

Reaversals for the pericd
Mt (reversals) | charge
Less: Arnount writtarn off

Lass: Transfer of pravision rslating

to lease receivables neld
umder litigation
Clasing balance

2008 2008
Spacilic General Tokal Spacific General Textal
e Rupaws =====s=s== . so-osmcceas Rupegs =======-->-
2.82F 742 - 2 622 742 5,106,383 2 486,838 7.6833.200
= - Tr2.a7 4 F2.a7T1
{281,960} - [281,960) - [E0,285) (G0, 285]
[281,960) - (284 960) T2 a7 (60.285) 712,286
- {707 .8BaT) - (07, 8B7)
6.3 {1,227 936) - (1,227,936} (2.,628,305) (2,426,553} (5,054, 258)

1,112,846

2,622 742 -

1,112,646 =

2,622,742
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The net investment in finance lease portfolio includes Rs 25289 million (2008: Rs 60.799
million) which has been placed under non-parforming status.

The Company has entered into various lease agreements for periods ranging from two to
five years (2008: two to five years). Security deposits ranging from 10 percent to 66 percent
(2008; 10 percent to 60 percent} are obtained at the time of entering into the |ease
arrangement. The rate of return implicit in the leases ranges from 9.44 percent to 24.68
percent (2008, 9.0 percent to 21.5 percent) per annum.

2009 2008
LONG-TERM LOANS AND ADVANCES TO mmemmeccaas RUDEES fmmmmm e
EMPLOYEES - considered good
Due from employees 212,959 182,079
Less: Receivable within one year 198, 412 150 821
14,547 31,258

Loans to employees represent loans provided for the purchase of motarcycles or are general
purpose loans. Interest on such loans is charged using the prevailing market rate while
advances to employees are interest free. These loans are recoverable through deduction
from salaries over varying periods up to a maximum period of three years.

Note 2009 2008
OPERATING FIXED ASSETS  ~oomeeeees L
Operating fixed assets 8.1 BZ,098,209 47,382 555
Capital work-in-progress 9.4 611,510 - 511,510

82,709,719 - 47,894,065
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9.1 The following is a staternent of operating fixed assets

hol hid Olfica
L old L d Furniture & | Compuler ! Vabicida Tatal
pramises | Improvemants Fittings Equipmant | Equipment
mm e e e eeeeemiscsccicaccssssss: RBUpBRE tte=ss=sssssssssssssssssasssssasaes

At July 1, 2004
Cosl | revalued amaund 50,854,241 B710,981 1,627 056 2,374,511 1 467.549 5ZIZ0EE G2 ARG 23
Accypmalaled doprocalian 6,795,903 G70.981 1,335,214 1,635,488 1164776 5,953,487 14, 53 AGE
Nl ook velua 44 TED, 3T x 301842 539,013 302,771 Z 076,560 AT, 382 555
Wear enced June 3, ZHE
Additivag - - 5,000 17,4500 2,400 1500 R3,400

Changes in <ost
Revalunticn surplis | =m0se800 | 5 - 5 E 60,0055, 900
Reealuslicn surplus sdjustad |

frem petumulaled depresiation (TE43137} - = - - - (TG4 5374
31,413,763 . - * % = A3 763

Changes in depreciation

Revalualicn surplis adjustad

from eccumulaled gapresiation (723,137 - = {T.E13.13T)

Degreclation charga for the vear 3,504 827 - TASME 334003 104010 120613 4427 646

Clasing net book value TH R A0 - 231,496 FRREY P62 1 TA04YE  @2.004.200

At June 340, 2009

Cosl o rewvalued armaunt B2 365,004 LRl 1,632,056 2392011 1,458 840 R R 955X 586

Sermulaled deprecalion 2745 600 670,981 1,400,160 Py = A VN W . = 3,493, 104 N rEaTY

Met boohk walus Fi*} '5;22.1105- - 231,896 232 281 2a1 152 A THDA TR H2, 050 208

Deprocintion mile % per anoam 5 33.53 1 13,33 20 I an

A July 1, 2007 ]

Gosl ! revalued amaunt S0 354, 241 670,981 LREE ST 2202611 1433830  52I20BS 62189415

Accumalaled deprecation 4 FaG BT GIOAAT 1247867 1EAATE LOFRTEE 2 340,508 11470501

Nisl book value A 708,054 - 358,091 GRs 140 3REATE ZBR1G58 51098714

Yoar ended June 36, 2005

Addilinn=s - - 20,896 B1.4900 AiE10 - 128 nOE

Depreciation chargs for the year 2,547,713 rr= raar 207027 ARRLAZ. BIZAER A rra4ar

Clasing net bock value dad, 180,34 __ansns? S35 I0ETFY  ZOTESER 47 aEdnSh

AL June 30, 200E

Zosl ) reyalded amount Al ks 24t GRS | BT Ak 2A74.511 1,467 589 5,232 085 62,306 423

Aocumulalad cepresation _ BrE3.A00 G 3a1 1325214 1835496 1,164,778 3183497 14,043 B58

Mel book value A, 160,347 - 307 42 A3HAME  A0FTT1 2 0TASEN AT GEZ.SSS

Depraciation rale ¥ per snnem 5 3333 o 0 20 a0

9.2 Mo assets were disposed off during the current and prior year:

.3 The Company follows the revaluation model for its leasehold premises. The |easehaold
premisas of the Company were revalued as at November 1, 2005 and October 27, 2008
by M5, Akbani & Javed Associates, independent valuation consultanis, based on factors
such as need of the buyers, the averall prevailing market situation and other considerations
associated with these. The revaluation resulted in a net surplus of Rs 41,223,600 and
Rs 39,056,900 over the written down value of Rs 9,730,641 and Rs 43,311,100 respectively
which was incorporated in the books of the Company during the year ended June 30,
2009, Out of the revaluation surplus, an amount of Rs 71,420,942 remains undepreciated
as at June 30, 2009 (2008: Rs 35,727,118}, Had thera been no revaluation, the boak value
of leasehold premises would have been Rs 7 484 760 (2008: Rs 8 097, 273).
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During the current year the managemeant has decided to consider ‘computer equipment’ (which
had previously been included in 'office equipment') as a separate class of assel and has, therefore,
applied a depreciation rate of 33.33 percenl per annum on the same.

The above change has been accounted for as a change in accounting estimate in accordance
with the requirements of Intemational Accounting Standard (1AS) 8, 'Accounting Policies, Change
in Aceounting Estimates and Errors' and has been recognised prospectively in the profit and loss
account of the Company in the current year. Had there been no change in accounting estimate,
the profit before taxation for the year ended June 30, 2009 would have been higher and the
depreciation charge for the year ended June 30, 2009 would have been lower by Rs 128,545

Capital work-in-progress
Balance as at July 1
Additions

Balance as at June 30

MNote 2009 2008
............. Rupees «vearcnacana-
511,510 511,510
100,000 5
611,510 511,510

This amount represents paymenls made to a vendor for development of leasing software. During
the current year, a further payment of Rs 100,000 was made in this respact,

Note 2009 v 2008
TRADE AND OTHER PAYABLES = aaiee ST T
m::::ru:ed Ii'abillit.iErs 415,123 434,833
Unclaimed dividends 99,312 90,312
Insurance payable 10,496,714 2,248,976
Other habilities 842,522 970,962
11,853,671 3,752 083
ACCRUED MARK-UP
Short-term financing g 2 BRE5 727
Long-term financing 100,004 214,547
Certificates of investment 1,313,527 1.441,830
1,413,621 4,222,099
SHORT-TERM FINANCING
Murabaha financing . 20000000
Short term running finance utilised under T
mark-up arrangements - secured - 33,214,731
- 63,214,731
CERTIFICATES OF INVESTMENT - UNSECURED
Opening balance 19,188,675 13,550,000
Certificates issued during the year E 7.100,000
Interest { principal relled over in the current year 1,420,411 1,038,675
Payments made during the year 7,100,000 2,500,000

Closing balance 131

13,509,086

19,186,675
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13.1 These represent cerlificates of investment issued by the Company with the permission of the
SECP. The term of these cerlificates range from three months to one year (2008 three month to
one year), And carry mark-up at rates ranging from 11.5 percent to 13 percent per annum [2008:
10 percent to 1.5 percent per annum),

Note 2009 2008
14 LONG-TERM FINANCING - Secured ~ ==seeesmenees RUPEEE »nomrmomer=as
Lang-term loans from banking companies and
other financial institutions 141 71,666,667 8,581,857
Less: Current portion shown under 14.1
current liabilities (46,666,667) (8,581 B57)
25,000,000
141 Long-term financing from banking companies and other financial institutions - secured
Name of Amount Mo. of instlalments! Principal Qutstanding
Fimancier borrowed repayment period Feape:of Mark.up 2004 2008
Rupgees  aaeaesa Rupees..--.-.
Mational Bank of S0,000.000 12 quarderly 3 menths KIBOR ask rate
FPakistar installments upto + 1.65 parcent
Dacember 2012 d 41 566667
Bank Alfalah Limited 0,000,000 Od guarterly & months KIBOR azk rate
Instaliments uplo + .75 percant 30, D00, 000
June 2010 '
MEP Capital Limited 10,000,000 19 quartarly 4% + tasl | year T-Bill
instzllments upla cut-aff rate
Septamber 2003 ) . 526,313
Bank Al-Falah Limiled 30000000 12 quartarly 1.5% + 6 monlhs KIBCR
installments upta ask rate
Seplember 2003 - 2,500,000
Askarl Bank Limited 20,000,000 36 quarterly 3.5% + 1 months KIBOR
inslalimants upto ask rate
Warch 2005 - 5§ 565 Gd4
140,600,000 /1,666 8667 B.5E1,B5T
Lass: Current portion (46, 660 B6T)  (8581,85T)

25,000,000

14.2 The above facilities are secured by hypothecalion charge over specific leased assets and related
receivables of the company,
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2009 2008
............. Rupees --vormeeaea--
LONG-TERM DEPCSITS
Long-term security deposits 15.1 185,189,775 162,175,988
Less: Current porticn shown under current liabilites 23,724,303 32,204 145
161,465,472 129.971,843

These represent interest free security deposits received against lease contracts and are

refundable / adjustable al the expiry / termination of the respective leases.

DEFERRED TAXATION - Net 2009 2008
serenrmnmenees RUPBES crsansnnnnns
Defaerred tax liability recognised on taxable temporary
differences arising in respect of:
- Surplus on revaluation of operating fixed assets 24,997,330 12,504,492
- Depreciation on fixed assels 462,624 380,825
- Investment in lease finance and tax book value of
assels given on lease 31,230,701 24 170,955
Deferred tax asset recognised on deductible
temporary differences arising in respect of:
- Recognised tax losses :4.599,8055: (3,244 112)
- Minimum tax - ) (4.173,171)
- Provision for potential lease losses (389,496) (1.767,253)

Pravision for doubtiul receivables

(10,409,981}

(6,692,715}

41,291,373 21,172,021
SHARE CAPITAL
Authorised capital
Number of shares 2009 2008
2009 20086 2 t=smmswsseas Rupees ---=---===-
50,000,000 30,000,000  Ordinary shares of Rs. 10 each 500,000,000 300,000,000
lssued, Subscribed and paid-up capital
2004 2008
Issued as Issued as
mé]::hf" i Total I.s-s-g::hfur bonus | Tetal
shares shares
s Numh-?.rc" shares ECEW o Ly O R e PR
17,000,000 2,368,800 13,350,800 17000000 2,360,500 18350300 Opering balance 153,698,000 183,508,000

Shares issuend during
the year s night shares. 60,030,000

6,009,000 &,000,000 000
255,698,000

3,000,000 2,369,800 25, 554 800 17,000,000 2360800 18,389,900 Cloging bakonce 193 538,000

As at June 30, 2000, 0,817,543 shares (2008: 5,399 806 shares) of the Company were held by
related parties.
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During the current year, the management of the Company has increased the paid-up capital from
19,369,800 shares to 25,369,800 shares through fully paic-up nght shares. The right issue was
approved by the Company’s Beard of Directors in their meeting held on May 22, 2008,

Mote 2009 2008

RESERVES cmmemieecio—- RUpEES <ooiiciamanes

Capital reserves

Statutory reserve 18,1 28,153,996 25178 410
Reserve for issue of banus shares 4,402,000 4,402,000

Revenue reserves
Unappropriated profit 47,512,345 23,424 000
B0,068,341 63,004,410

In accordance with the requirements of the NBFC Regulations, an amount of not less than
20 percent of after tax profits shall be transferred to statutory reserve Ll such time when the
reserve equals the amount of paid-up capital, and thereafler a sum of not less than 5 percenl
shall be transferred, Consequently, during the current year the Company has transferred an
amount of Rs 2 975 586 (2008: Rs 2,168,734) to ils statutory reserve.

SURPLUS ON REVALUATION OF 2008 2008

OPERATING FIXED ASSETS R B e

- NET OF TAX

Surplus on revaluation of operating fixed assets 1

as at July 1 35,727,119 57,788,299
Surplus arising on revaluation of operating i

fixed assets during the year 39,056,900 -
Transferred to retained earnings in respect of

incremental depreciation charged during the

year - net of deferred tax (2,186,000) (1,339,767)
Related deferred tax liability (1,177,077) (721,413)

(3,363.077) (2,061,180)

Surplus on revaluation of aperating fixed assets

as at June 30 71,420,942 a5 727,119
Less: Related deferred tax liability on:
Revaluation as al July 1 12,504,492 13,225 905
Deferred tax liability recognised during the year 12,492 838 -
Incremental depreciation charged during the year

transferred to profit and loss account {(1,177,077) (721,413)

23,820,253 12 504 4582

Surplus an revaluation of operating fixed assets

as at June 30 - net of deferred tax 47,600,689 23.222 627
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20 FINALCIAL INSTRUMENTS BY CATEGORY
e ecccaccc Az atdune M, 2 - me e emeem e
Finaneial
Assets
a::lﬂ:l at fair classificd as Loans and Total
“:'riﬁgh available for  Receivables
profit ar loes Eals
....................... N R T
Agsels
Current asaets
Cash and bank balancos - . 22,821,743 22,521,743
Invastmeants - 1,457 955 - 1,457 955
Other receivanles - net - - 24 736,450 24,736,450
Current portion of net investment in finance leasa - - 182,278 994 182 F7H 994
Current particn af leans and advances to
employeess - considerad good - - 195,412 198 412
Mon-current assets
Mat investment in financs lease - - 391,012,915 391012315
Long-lerm loans and advandas 1o employees -
considerad qoad - - 14,547 14,547
Long-berm deposits . 06 SO0 206,500
- 1,457,955 521,369,581 §22.827.516
emmsesesoes At June 30, 2008 < ssssessaas
Liabilitics at :
Othar
I'tarlla;xlgl;.a- flancial Tatal
profil ar loss liabilities
. cemmmmemrmmem e =s RURAAS mrmmmmm e mm e m e
Liakilities
Current labilities
Trace and olher payables . 11.853,671  11,B52,671
Accrued mark-up - 1413621 1,413,621
Shorl-lern financing - - g
Cerlificates of inwvestmant - unsecured = 13,500,086 13,509,086
Current portan of long-term financing - securad 48 GBGE 667 46,666,667
Current porbon of long-term deposils - 23,724,303 23,724,303
Non-current liabilities
Long-term financing - sacurad = 25,000,000 25,000,000
Long-tarm deposits - 161485472 181,465,472

= 283 632 820 283,632,820
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tmrmmmsrmmmrm e faf Juno 30, 2000 ==ccecmmemmma—

Finaneinl

Asgels
B"?}:I::m” classified ax Loans and Tatal
through available for Racaivables a
profit or loss £ala
msssssssccsccccmmee e - RUpERS s s s s as s maaa
Assets
Current assets
Cash and Bank Balances - - 174,411 171,411
Invesimanis . 2,842 605 - 2,842 805
Oiner recenakles - net - - 2B, 735,804 26,758 804
Current postian of net investment in finance lease - - 181,497 475 181,497 475
Current potion al loans and advances o
amployees - considered good - - 150,821 150,821
Mon-curment assets
Met investment In financs lease - - 303,813,079 303,813,079
Long-tarm loans and advances fo employess -
considersd good . - 31,258 31,258
Long-lern deposits - - 206,500 206,500
- 2,842 605 512,609,348 515451853
------- mmme s gt dung 30, 008 ----------=
Liakifitias at
& Othar
by fiancial Total
profit or loss Ll
Liakiibes: s el RUMAS ssamacsammmenna
Gurrent liabilities :
Trade and ather payahlas = 3 752 083 3 TEY 083
zhcw:rdﬂd marrk-Uﬂ - 4 222,084 4,222,000
Short-term financng - 63,214,731 63,214,731
Carlificatas ::| investment - unsecu.red = 19,188,675 19,188,675
Current portion of long-term financing - securad e B.531 B5T & 501 B57
Currant portion of long-term deposits a 32,204,145 32,204,145
MNon-current liahilifies
Long-term fin Ancing = secured - - =
Long-term deposits - 129,571,843 128,071,842

261,135433  761,135.433

21 CONTINGENCIES AND COMMITMENTS
21.1 There were no contingencies outstanding as at June 30, 2009 and June 30, 2008,

21.2 Leasing contracts committed bul not executed at the balance sheet dale amounted to
Hs 8.915 million (2008: Rs 2.601 million).
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22 INCOME FROM LEASING OPERATIONS Note 2009 Finses 2008
Income on lease contracts 53.639,362 40,338,031
(Loss) / gain on lease termination (2,004,745) 55,618
Late payment charges 864,604 6,935,198
Mark-up on termination of leases 634,005 1,392,040
Other incame 533,222 1.046 560
53,666,448 49,767,447

23

24

25

PROFIT ON BANK ACCOUNTS / RETURN ON INVESTMENTS

Profit on bank accounts
Dividend income - NIT units
Income from WAPDA bonds

OTHER INCOME

Income from financial assets
Mark-up on loans to employees
Others

Income from non-financial assets
Commission income
Liahkilities no langer payable written back

ADMINISTRATIVE AND OPERATING EXPENSES

Directors' fee 31

Salaries, allowances and benefits [including provident
fund contribution Rs 217 525 (2008: Rs 234,579)]

Amortisation of deferred costs

Depreciation g1

Office rent and ulilities

Legal and professional

Postage, subscriptions, printing and slationery

Vahicle running and mainienance

Office repairs and general maintenance

Insurance

Advertisement

Travelling and conveyance

Penalties

General

4,830,689 8,002
352,950 436,660
: 357,771
5 183,639 703,423
10,468 7,840
; 107,766
15,920 34,041
322 401 :
348,789 149,647
54,000 52,000
7,574,134 8,502,160
3 650,000
4,427,646 3,772,967
916,035 884,192
1,433,622 823,051
1,310,809 756,329
1,045,043 990,335
451,772 417,789
200,955 336,032
119,300 162,040
1,583 68,528
25,323 -
1,108,923 565,130
18,669,145 17,980,553
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Mote 2009 2008
............. Rupees --cocvaoeoa--
26 FINANCIAL CHARGES
Mark-up on;
- Long-term financing 5482847 3,716 524
- Short-term running finances utilised under mark-up
arrangements 2,221,813 3778130
- Certificates of investmeant 1,820,371 1,990,073
Bank charges 96,538 103,430
9,621,569 9,591,157
27 OTHER CHARGES
Credit infarmation report charges 32,050 47 636
Auditars' remuneralion 27.1 475,000 475,000
507,050 522,626
27.1 Auditors’ remuneration
Audit fee 300,000 300,000
Review repart on the statement of compliance with
the Code of Corporate Governance 50,000 50,000
Half yearly review fee 100,000 100,000
Out of pockel expenses 25,000 25,000
475,000 475.000
28 TAXATION
Current 518,364 806,524
Deferred 7,626,514 408.586
8,144,878 1,315,110

231 Relationship between tax expense and accounting profit

The following is a reconciliation of relationship between tax expense and accounting profit,

2009 2008
............. Rupees -ceeeeecan-e-

Accounting profit before tax 23,022,809 12,163,778
Tax rate 35% 35%
Tax on accounting profit 8,057,983 4 257¢ 322
Fermanent differences (1,250,744) {246,198)
Cthers 1,337,639 (11.968)
Prior year deferred fax adjustment

- mark-up held in suspanse - (2 684 048)

Tax charge for the year 8,144 878 1,315,110
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2009 2008
e 11 1] 1 R
29 EARNINGS PER SHARE - BASIC
Profit after taxation attributable to
ordinary shareholders 14,877,931 10,848,668
cesceeos Mumbear of Shares-----.-..
Weighted average number of
ordinary shares outstanding 23,123,568 19,369,800
.............. [ a1 1=~ S ——
Earnings per share - basic 0.64 0.56
291 There were no convertible dilutive potential ordinary shares in issue as at June 30, 2000 and
June 30, 2008
30 CASH AND CASH EQUIVALENTS 2008 2008
remmasenss—e RUDEEE crmemsmmnmans
short-term running finance utilised under
mark-up arrangements £ [(33.214,731)
Cash and bank balances 22.921,743 141,411
22.921,743 (33,073,320)
31 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES
Chief Executive Officer Directors Executives Total
2009 2008 2009 2008 2009 2008 2009 2008
e T e o Hupecs .....................................
Manzgerial
TRREERNON - 963,437 54,000 52,000 1,819,356 1,438,137 1,873,356 2,451,574
Housing and utilities - 529,895 - - 1,096,644 770,863 1,096,644 1,300,750
Provident Fund
ronfribution H - - - 74,194 58,336 74,194 58,336

= 1,493,333 54,000 52,000 2,990,194 2 265336 3,044,194 3 510,669

Mumbar of persons 1 1 7 8 2 2 10 b

A

31.2

The executives of the Company are also entitlied fo free use of Company owned and maintained
vehicles.

The amaunt charged in the financial statements for the fee of directors for attending a Board
of Directors meeting was Rs 2,000 {2008; Rs 2,000) per meeting.
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32 TRANSACTIONS WITH RELATED PARTIES

The Company has related party relationships with its associated companies, directors, senior
executives and employee provident fund plan. Transactions with relaled parties essentially
entail cerlificates of invastment issued to a close relative of chairman and chief executive.

Transactions with related parties comprise of the following:

2009 2008
Certificates of investment issued to close <smiszmeans RUPHES worsoaeren--
relative of chairman and chief executive 13,509,086 12,088,675
Profit paid on cerlificates of investment 1,661,532 1,376,453
Contribution to the employees provident fund 217,525 234,579
Directors' meeting fee 54 000 52,000

FPariculars of remuneration (o chief axecutive, directors and executives are disclosed in note
31 to these financial statements.

33 FIMANCIAL RISK MANAGEMENT

The activities of the Company are exposed o a variety of financial risks which include: market
risk, price risk, credit risk and liquidity risk.

331 Market risk

Market risk is the risk that the fair value or the future cash flows of a financial instrument may
fluctuate as a result of changes in market prices. The Company is exposed to market risk as
a result of mismatches or gaps in the amounts of financial assels and financial liabilities that
mature or reprice in a given period. The Company manages this risk by matching the repricing
of financial assets and liabilities through risk manageament strategies.

Market risk mainly comprises of currency risk and interest rate risk.
3311 Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. The Company, at present is not
exposad to currency risk as all transactions are carried out in Pak Rupees.

33.1.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market inlerest rates.

Presently, the Company holds certain KIBOR based variable rate investment in finance leases
exposing the Company to cash flow interest rate risk. In case of 100 basis points increase /
decrease in KIBOR on the last repricing date of these leases, with all other variables held
constant, the net assets of the Company and net income far the year would have been higher
{lower by Rs 362 403 {2008 Rs 91,712),



LTI

33.2

NOTES TO THE FINANCIAL STATEMENTS

Pak-Gulf Leasin
& FOR THE YEAR ENDED JUNE 30, 2009

=2 Company Limited

The composition of the Company’s investment in finance lease porifolio and KIBOR rates are
expectad to change over time. Further, the sensitivity analysis has been done from the last
repricing date. Accordingly, the sensitivity analysis prepared as of June 30, 2009 is not
necessarily indicative of the impact on the Company's net assets of future movements in interest
rates.

Yield / interest rate sensitivity position for on balance sheet financial instruments based on
the earlier of contractual repricing or maturity date is as follows;

2008
Exposad to mark-up | interest § profit rate sk

ETFEE““.} T Mol exposed la
intaras! Total uﬁ;’;ﬂ{:“ three months and "',a"m than T Frofi
profit rate upda one year ne year rate righ
FlhﬂnblﬁlEEEE'tE Perl:&nt ---------_--------------RUPEES----_-------.'--‘-‘-""-
Cash and bank bBalances Lk 22,921 743 11,898 813 - - 11,025,925
Investments 1,457 9565 - - : 1457955
Cithier receivables - net 24,736 450 - 24,736 450
Losns and advancas to
employees - considered good 12 50-16,50 212,958 13,4 41716 14547 143,332
Met irvestment in finance lease & 44.24 68 ETR 251 90% d4 £33 (96 137,844 895 391,012,915 .
Lang term depashis oG 500 . 2 4 206,500
E22 627 516 55,341,278 137,688,614 191,027 462 0,570,162
Financial liabllitics
Trade and athor payables 11,683,671 . 11853 671
focrued mark-up - 141361 - ta13.621
Shel-larm finarcing 16.70-16.64 - 2 a s g
Certificates of investment 11.5-13 13,509,056 13,508 DAk . -
Lang-term Fnancing - secured . 14.44-14.51 71,656,667 11, 66E 887 35,000,400 28,000,000 -
Lang-term deposits - 185,189,775 - - - 165.189,775
282,632.820 25,1TE 753 35,000,000 25,000,000 100 A5T 067
On balance sheet gap 30 184 506 31168 525 102,368 514 366,027 462 {160 286 905)
2008
Effective Exposed to rnark-up f Interest ! profit rafe risk Not sxposad 4o
Tioros  Tota  Uplothwee . MESIND o Morethan  natupl,
proflt rate maonths upto ona yaar Cne year rata rlsk
Efhancial assals Pontant: -ssesscsesssssssessaomn BIEROAG S5 -—- St - SmErmn pmin e
Cash and bank balances 0.0g-2, 77 171411 105,152 - EE. 250
Irasiments . 2842 6D - - 2,842 B05
Mher receivablas - net 67366 . [ 26,738 804
Loans and advances o
smployses - considered good 1250 152,079 50488 99,833 3255
Mt investmend in inance lease 50215 405 310,554 45,374 368 138.923,106 303,813,074 -
Long term deposits - 206,510 - £ : 205,500
515,451 553 45,530,508 138222539 203,544 337 28 8R2 6B
Financial liakilities
Trade and cther payables 3,752 (43 - - 3, 7ER.083
Accruad mark-up x 4,222,039 - - - 4,232 095
Shart-term fingncing 11.86-14.38 £3,214,711 43 205 735 FLEE B -
Cerlificates of invesimant 1040-11.5 19,180 675 17,568,675 1,500,000 -
Long-term financing - secured 11 4T-16.26 3,581 85T 4, 582 9581 JHEEBTR -
Long=tarm depashs [ 164,175,238 - - - 162,175,988
261,135,433 64,577 391 ANV RI2 170,150,170
On balance sheet gap 254,318,520 [19,045 832 109,815,057 305,544,357 (140,286,002

The effechve mark-up /interest profit rate for 2ach of the monetary financial istrument i a3 indicated sbove,
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Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices {other than those arising from interest risk or currency risk)
whether those changes are caused by faclors specific to the individual financial instrument or
its issuer, or factors affecting all similar financial instruments traded in the market. Presently, the
Company is not exposed to equity securities price risk as the Company does not hold any equity
securities as at June 30, 2009,

However, the Company holds Mational Investment Trust (NIT) units, exposing the Company to
cash flow market risk. In case of one percent increase ( decrease in the net assets value of such
units as on June 30, 2009, with all other variables held constant, the net assets of the Company
and nel income for the year would have been higher ! lower by Rs 14,580 (2008; Rs 28,426).

Credit risk and concentration of credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation
and cause the other party to incur a financial loss. The Company attempls to contral credit risk
by monitaring credit exposures, limiting transactions to specific counterparties and continually
assessing the credit worthiness of counterparties.

Concentrations of credit risk arise when a number of counterparties are engaged in similar
business aclivities, or have similar econaomic features that would cause their ability to meet
contractual obligations to be similarly affected by changes in economic, political or other conditions.
Concentrations of credit risk indicate the relative sensitivity of an entity’s performance 1o
developments affecting a particular industry,

Qut of the total financial assets of Rs 622 827 516 (2008: Rs 515,451 953) the financial assels
which are subject to credit risk amounted to Rs 622,819,169 (2008: Rs 515.428,813). Credit risk
represents the accounting loss that would be recognised at the reporting date if counter-pariies
failed completely to perform as contracted. The Company attempts to control credil risk Dy
monitoring credit exposures. limiting transactions with specific counterparties, and continuously
assessing the credit worthiness of counlerparties.

The Company seeks to manage its credit risk through diversification of financing activities to
avoid undue concentration of credit risk with individuals or groups of customers in specific locations
or business sectors. It also obtains collaterals when appropriate.

The management of the Company follows twa sets of guidelines. Internally, it has its own operating
policy duly approved by the Board of Directors whereas externally it adheres to the regulations
issued by the SECFE. The cperating policy defines the extent of fund and non-fund based exposures
with reference to a particular sector or group of leases,
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Details of the industry sectar analysis of gross lease paortfolio is given below;

Enargy, oil and gas

Steel, engineering and aulo

Electrical goods

Transport and communication
Chemical, fertilizer and pharmaceuticals

Taxlile

Leathar foolwear
Food, lobacco and beverage
Glass and ceramics

Construction
Haalth care
Adverlisamant
Publication
Services
Packing
Photo films

Banking and Financial Institutions
Dairy & poullry

Others

Liguidity risk

Liguidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet the
commitments associated with financial instruments. The Company manages liquidity risk by
following the internal guidelines of the managemeant such as monitoring maturities of financial
liabilities, continuously monitoring its liquidity position and ensuring availability of funds by

2009 2008

Rupees Percentage Rupees Percentage
8,438,268 1.27 15,658,644 275
42,392,164 6.37 G7,153.804 11.94
27,999,212 4.20 24,558,488 4,36
47,086,392 7.ar TBB9T.289 1363
20,245,421 3.04 24,930,869 4.43
40,257,061 6.05 74,8242 550 13.30
44 926 0.01 44 503 0.01
35,048,935 5.26 22,862,786 4.08
- 0.00 12,551 0.00
76,208,418 11.44 - .00
14,897 662 2.24 72,036 0.01
20,045 479 3.01 32,826,746 583
3,454,501 0.52 5,146,430 0.91
100,253,092 15.06 33,598,311 5.97
1,062,699 0.186 - : .00
- 0.00 13,170,423 2.34
23,610,234 3.55 - 0.00
39,220,747 5.89 - 000
165,609,128 24.86 171,200,883 3043
665,874,339 100.00 562,896,435 10000

maintaining flexibility in funding by keeping committed credit lines available.

The table below summarises the malurity profile of the Company's financial liabilities. The
contractual maturities of labilities at the year end have been determined on the basis of the
remaining period at the halance sheet date to the contractual maturity date and do not take
account af the effective maturities as indicated by the Company's history and the availability of
liquid funds. Liabililies nat having a contractual maturity are assumed to mature on the expected

date on which the liahilities will be settled,
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336 Maturities of financial liabilities

2009
hMurE tharil.I
Upto three three months More than
Tohl months and up One year
one year
____________________ Rupees T ———
Liahilities
Trade and other payables 11,853,671 11,823,471 - .
Accrued mark-up 1413621 1,413,621 - =
Short-term financing = - : -
Certificates of investment 13,509,086 13,509,085 i =
Long-term financing - secured 71666667 11,666,667 35,000,000 25,000,000
Long-term deposits 185,189,775 3618635 20,105,668 1614565472
283632 820 42 061,680 65106 668 186465 472
2008
Meore than
Upto three three months  pore than
Total ﬁ'nnnths and up One year
one year
-------------------- RUPE‘EE EEmEmEETEEEE e m e
Liahilities
Trade and other payables 3,782,083 2006567 756516 =
Accrued mark-up 4,222,080 2760005 1452104 -
Short-term financing 63,214,731 42205735 20,918,096
Cerificates of investment 19,188,675 1?.55_13_.5?5 1 GO0, 000 -
Long-term financing - secured §,581 857 4692081 3855876 -
Long-term deposits 162,175,988  B051.036 24153108 129971843
261,135,433 78,384,988 52768601 129971043
34 CAPITAL RISK MANAGEMENT

The Company's prime objeclive when managing capital is to safeguard its ability to continue
as a going concern in order to provide adeguate returns for shareholders and benefits for
other stakeholders and to maintain an optimal capital structure Lo reduce its cost of capital,

In order to maintain or adjust the capital structure, the Company may adjust the amount of
dividends paid to shareholders, issue new shares or sell assets o reduce outstanding debts.

Consistent with others in the industry, the Company monitars capital on the basis of the
gearing ratio. This ratic is calculated as total debt divided by total capital employed:

2009 2008
------------- RUPBES -c-cuimamnns
Tatal Debt 85,175,753 90 985,263
Tatal Equity 334,030,096 258,350,815
Total Capital Employed 419,205,849 349,336,078

Gearing Ralic 20.32% 26.05%
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Financial risk management cbjectives and policies

The Company finances its operations through equily, borrowings and management of its
working capital with a view o malntaining an appropriate mix between varicus sources of
finance to minimise liguidity risk. Taken as a whole, the Company's risk arising from financial
instruments is limited as there is no significant exposure to price and cash flow risk in respect
of such instruments,

Fair value of financial instruments

The carrying value of financial instruments reflecled in the financial statements approximate
their fair values.

GENERAL

Figures have been rounded off o the nearast Rupee.

For better presentation the following significant reclassification in the corresponding figures has
been made:

Description Head of aceounts of the financial Head of accounts of the financial {Rupees)
staternents for the year ended statements for the year ended
June 30,2009 Jume 30,2008
Category of Computer Equipment {note 9.1) Office Equipment (note 917
cperaling = ool - ool 2,252 611
fixad asgats - acoumulated depraciation accumibaled depreciation 1,628,471
- additions - acditions ' #1,900
= depreciation charge for the yaar - depreciation charge for the year 207 027

Credit information
ot
charges Other charges (note 27) Adminisiralive and aperating
expenses - general (note 25) 47 536

DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on September 28,2009 by the Board
of Directors of the Company.

Chairma xacutive Wice Chairman

2 S
I,/. Director



