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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 (the Code) as applicable to Askari Leasing Limited (the Company) for the year ended June 30,
2009 prepared by the Board of Directors of the Company, to comply with the Listing Regulations of the
Karachi, Lahore and Islamabad Stock Exchanges where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. 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 Company’s compliance with the provisions of the Code and
report if it does not. A review is limited primarily to inquiries of the Company personnel and review of various
documents prepared by the Company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the accounting ana
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 tv whether
the Board’s statement on internal control covers all controls and the effectiveness of such internal controis.

Further, Sub - Regulation (xiii a) of Listing Regulations 35 notified by The Karachi Stock Eschange
(Guarantee) Limited vide circular KSE/N-269 dated January 19, 2009 requires the Company to place before
the board of directors for their consideration and approval related party transactions distinguishing betwuen
transactions carried out on terms equivalent to those that prevail in arm's length transactions and transacticns
which are not executed at arm's length price recording proper justification for using such alternate pricing
mechanism. Further, all such transactions are also required 1o be separately placed before the audit comn.ittee.
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 of
Compliance does not appropriately reflect the Company’s compliance, in all material respects, with the best
practices contained in the Code as applicable to the Company for the year ended June 30, 2009

Chartered Accountants
Islamabad /}?#/
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ASKARI LEASING

Statement of Compliance with the Code of Corporate of Governance

This statement is being presented to comply with the Code of Corporate Governance contained in
the listing regulations of Karachi, Lahore and Islamabad Stock Exchanges 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 Company has applied the principles contained in the Code in the following manner:

I.

10.

The Company encourages representation of independent non-executive directors and
directors representing minority interests on its Board of Directors. At present the Board
includes eight non-executive directors of which three independent Directors represent
minority shareholders and institutional equity interest.

The directors have confirmed that none of them is serving as a director in more than ten
listed companies, including Askari Leasing Limited.

All the directors of the Company 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.

A casual vacancy occurred during the year in the Board on 12 June 2009 which was filled
up by the Directors within 30 days thereof and subsequently approved by the Securities
and Exchange Commission of Pakistan.

The Company has prepared a ‘Statement of Ethics and Business Practices’, which has
been signed by all the directors and employees of the Company.

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

All the powers of the Board have been duly exercised and decisions on material
transactions have been taken by the Board,

The meetings of the Board were presided over by the Chairman and the Board met at
least once in every quarter. Written notices of the Board mectings, 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 Directors of the Company ate professionally qualified and experienced persons and
are well aware of their duties and responsibilities. Further, an orientation course for
Directors was conducted by the management to apprise all Directors of their duties and
responsibilities.

The Board has approved appointment of Chief Financial Officer (CFO), Company
Secretary and Head of Internal Audit, including their remuneration and terms and
conditions of employment, as determined by the CEO.
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ASKARI LEASING

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 Company were duly endorsed by CEO and CFO before
approval of the Board.

The directors, CEQ and executives do not hold any interest in the shares of the Company
other than that disclosed in the pattern of shareholding.

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

All the related party transactions of the Company are executed at arm’s length. The
related party transactions have been placed before the audit committee and approved by
the Board of Directors to comply with the requirements of listing regulation number 35 of
the Karachi Stock Exchange (Guarantee) Limited.

The Board has formed an Audit Committee, It comprises of three non-executive directors
including the Chairman of the Committee.

The meetings of the Audit Committee were held at least once in every quarter prior to
approval of interim and final results of the Company as required by the Code. The terms
of reference of the committee have been formed and advised to the committee for
compliance.

The Board has set-up an effective internal audit function who are considered suitably
qualified and experienced for the purpose and are conversant with the policies and
procedures of the Company and they are involved in the internal audit function on a full
time basis.

The statutory auditors of the Company have confirmed that they have been given a
satisfactory rating under the quality control review programme 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 Company and that the firm and all
its partners are in compliance with Intemnational Federation of Accountanis (IFAC)
guidelines on code of ethics as adopted by 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.

Rawalpindi Lt. Gen. (R) Imtiaz Hussain
September 25, 2009 Chairman / Director
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We have audited the annexed balance sheet of Askari Leasing Limited (the Company) as at
June 30, 2009 and the related profit and loss account, cash flow statement and statement of
changes in equity together with the notes forming part thereof, for the year then ended 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 Company's management to establish and maintain a system of internal
control, and prepare and present the above said statements in conformity with the approved
accounting standards and the requirements of the Companies Ordinance, 1284. Our responsibility
is to express an opinion on these statements based on our audit.

We conduct our audit in accordance with the auditing standards as applicable in Pakistan. These
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the above said statements are free of any material misstatement. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates
made by management, as well as, evaluating the overall presentation of the above said statements.
We believe that our audit provides a reasonable basis for our opinion and, after due verification, we
report that;

(a) in our opinion, proper books of account have been kept by the Company as required by the
Companies Ordinance, 1984;

(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 Companies Ordinance, 1984, and are in agreement with
the books of account and are further in accordance with accounting policies consistently
applied,

(i) the expenditure incurred during the year was for the purpose of the Company's
business; and

(iii) the business conducted, investments made and the expenditure incurred during the year
were in accordance with the objects of the Company;

o
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(c) in our opinion and to the best of our information and according to the explanations given to
us, the balance sheet, profit and loss account, cash flow statement and statement of
changes in equity together with the notes forming part thereof conform with approved
accounting standards as applicable in Pakistan, and, give the information required by the
Companies Ordinance, 1984, in the manner so required and respectively give a true and fair
view of the state of the Company's affairs as at June 30, 2009 and of the profit, its cash flows
and changes in equity for the year then ended; and

(d) in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVI 11
of 1980), was deducted by the Company and deposited in the Central Zakat Fund
established under section 7 of that ordinance.

Without qualifying our opinion we draw attention to the note 1.2 to the financiai statements related
to the decision of the Board of the Directors of the Company to initiate discussions with Askari Bank
Limited for the merger of Askari Leasing Limited with and into Askari Bank Limited (AKBL). The
State Bank of Pakistan has granted in-principle approval to both entities to conduct due diligence of
each other. The Company has appointed legal and financial consuitants to carry out due diligence
of AKBL.

Chartered Accountants
Islamabad

Name of the engagement partner: S. Haider Abbas

"



ASKARI LEASING LIMITED
BALANCE SHEET
AS AT JUNE 30, 2009

ASSETS

CURRENT ASSETS

Cash and balance with the State Bank of Pakistan
Balances with other banks

Investments

Financing against deposits

Loans and advances

Deposits and prepayments

Other receivables

Accrued markup

Income tax recoverable

Assets held for lease

Current portion of net investment in lease finance

NON CURRENT ASSETS

Net investment in lease finance
Long term loans

Long term investments
Investment property

Intangible assets

Property and equipment

TOTAL ASSETS
LIABILITIES
CURRENT LIABILITIES

Accrued and other liabilities

Accrued markup

Short term borrowings

Current maturity of long term Habilities

NON CURRENT AND DEFERRED LIABILITIES

Long term loans

Certlficates of investment

Long term accrued mark up on ceriificates of investment
Provision for compensated absences

Deposits on lease contracts

Deferred tax

TOTAL LIABILITIES
NET ASSETS
REPRESENTED BY:

Share capital
Reserves

Loss on remeasurement of investments

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 43 form an integral part of these financial statements. The detalls of valuation of available for sale

Note

W~y d oW

11

11
12
13
14
15
18

17
18
19
20

21

24
25

26
27

28

29

inyestments, impairment and Impact on profit and loss agcount are given in note 5.2.

A —

Lt. Gen. (R} Imtiaz Hussain
Chairman/ Director

2008 2008
Rupees Rupees
5,860,158 2,686,146
143,910,986 21,864,131
15,569,971 111,278,809
27,256,368 33,205,276
15,803,232 71,202,169
30,887,480 13.442,13¢2
25,806,224 43,417,209
15,467,523 20,623,505
230,003,141 221,008,830
1,351,800 3,443,000
4,453,261,226 4,026,389,609
4,965,368,248 4,639,271,103
6,076,721,323 6,906,637,275
11,645,200 11,887,383
705,088,244 735,825,729
- 18,265,402
3,200,000 3,200,000
66,908,088 68,697,242
6,864,462,955 7.744,593,731
11,828,831,203 12,383,864,834
419,445,368 426,148,646
125,154,649 124,359,947
291,311,286 951,791,733
2,574,444.712 2,288,710,682
3,410,356,025 3,781,010,988
371,840,000 453,333,333
3,763,840,887 3,036,352,452
25,499,338 14,736,202
19,672,000 18,443,684
2,488,841,610 2,608,192,959
412,372,668 361,806,293
7,061,666,500 7,380,865,623
10,472,022 ,525 11,181,976,611
1,357,808,678 1,201,888,223
517,401,670 449,914,500
920,630,672 828,054,686
1,438,032,242 1,277,969,186
(80,223,564) (76,080,063)
1,357,808,678 1,201,888,223

ul Vaheed

Chief Executive



ASKARI LEASING LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2009

REVENUE

Lease income
Income on investments
Other income

EXPENDITURE

Finance and bank charges
General and administrative expenses

PROFIT BEFORE PROVISION

Provision for doubtful receivables

Allowance for potential lease losses

Impairment loss on available for sale investment

Share of (loss) / profit of associated company
PROFIT BEFORE TAX

Provision for taxation

PROFIT AFTER TAX

Eamnings per share - basic and diluted (Rupees)

Note

31
32
33

28

37

2009
Rupees

1,141,291,251

95,109,743
51,106,104

2008
Rupees

1,036,142,835

101,026,295
35,600,023

1,287,507,088

1,172,769,153

777,668,133 713,855,013
234,767,675 219,350,616
1,012,435,808 933,205,629
275,071,290 239,563,524
. (23,327,816)
(42,272,078) (24,149,130)

(17,498,070) -
(4,771,711) 2,654,660
210,529,431 194,741,238
50,466,375 41,545,024
160,063,056 153,196,214
3.09 2.98

The annexed notes 1 to 43 form an integral part of these financial statements. The details of
valuation of available for sale investments, impairment and impact on profit and loss account are

given in note 5.2.

Lt. Gen. (R) Imtiaz Hussain
Chairman/ Director

P

v

Abdul Waheed
Chief Executive



ASKARI LEASING LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for :

Depreclation

Allowance for potential lease losses

Provision far deubtful receivables

Profit on sale of property and equipment

Profit on sala of investment property

Income on investments

Impeairment loss on available for sale investment

Amortizaticn of loss on revaluation of PIBs
classified in prior years as available for sate

Share of loss / (profit) of associated company

Investment in term finance certificate written off

Dividend incoms

Profit on certificates of investment

Mark up expense on borrowings

Operating profit before working capital changes

Changes in current asssts and liabilities
(Increase)/decreass in :

Financing ageinst deposits
Loans and advances
Deposits and prepayments
Other recelvables

Assets held for lease

Increase/(decrease) in
Accrued and other liabilities

Cash generated from operations
Deposits on lsase contracts
Investment in lease finance (net)
Profit paid on certificates of investment
Mark up paid on borrowings
Provision far compensated absences
Dividend recaived
Incoms on investment received
Income taxes paid

Net cash generated from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Property and equipment purchased

Sale proceeds of property and equipment
Sale proceeds of investment property
Long term loans {net)

Investments

Met cash generated from investing activitics
CASH FLOWS FROM FINANCING ACTIVITIES

Certificates of investment (net)
Dividend paid
Long term loans (nst)

Net cash used in financing activities

Net Increase / {decreasa) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the vear - note 38
The annexed notes 1 to 43 form an integral part of these financial statements.

-

1. Gen. (R) Imtiaz Hussain
Chairmary/ Diractor

2008 2008
Rupees Rupees
210,528,431 194,741,238
21,494,792 22,865,388
42 272 078 24,149,130
- 23,327,816
(1,347 064) (2,268,741)
(6,495,680) -
(95,464,925} (89,043,961)
17.498.070 -
8,268,818 3.888,179
4771711 (2.654,660)
1,355,182 -
- {6,168 ,868)
528,844 087 496,300,373
234,562,523 202,451,921
753,560,513 672,856,578
064,080,844 867.597.816
5,048,877 (23.182,828)
65,487 441 (44.948,638)
(17.445,351) 1,185,504
17,610,885 (32,217,245)
2,091,100 24,869,390
63,693,052 {74,194,617)
(6,629,197) 228,311,950
1,021,153,799 1,021,715,149
222,974,162 430,744 320
360,772,347 (631,249,279)
{507,804,380) (468,380,690)
(244,045,995} (218,229,193)
1,128,316 2,771,674
- 8,168,868
101,620,207 95,081,117
{8.824 311) (11,475,158}
(74,448.954) (794,568,339)
048,704,845 227,146,810
{22,348,020) {33.205,038)
4,751,198 8.815.322
24,000,000 -
133,569 (4,496,813}
91,520,129 97,336,654
08,056,896 88,450,124
(166.201,359) 235,013,467
(74.080) {42,482, 254)
{312,895 000 {690,820 000)!
{478,970,439) (498.288,787)
566,791,302 {204.691.853)
{707,231,456) (502 530 603)
—{707.231 456),
-
Abdul Waheed
Chief Exaecutive



ASKARI LEASING LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2009

Balance as at June 30, 2007 - as previously stated

Effect of change in valuation of investment
in associated company

Balance as at June 30, 2007 - restated
Issue of bonus shares - subseguent to year end

Cash dividend - for the year ended June 30, 2007
declared subsequent to year end

Net profit for the year

Transferred during the year

Balance as at June 30, 2008

Issue of bonus shares - subsequent to year end
Net profit for the year

Transferred during the year

Balance as at June 30, 2008

Rupees
Share Reserve General Reserve for Unappropriated Total
capital fund reserve contingencies profit
428,490,000 260,243,066 184,000,000 105,000,000 170,182,243  1,147,915,309
- 3,941,333 - - 15,765,330 18,708,663
428,480,000 264,184,389 184,000,000 105,000,000 185,847,573 1,167,621,972
21,424,500 (21,424,500} -
- - - - (42,849,000) (42,848,000)
- - - - 153,196,214 163,196,214
- 30,639,243 45,000,000 - (75,639,243) -
449,814,500 294 823,642 229,000,000 105,000,000 199,231,044 1,277,969,186
67,487,170 - - - (67,487,170) -
- - - - 160,063,056 160,063,056
- 32,012,611 70,000,000 - (102,012,611) -
517,401,670 326,838,253 299,000,000 105,000,000 189,794,319 1,438,032,242

The annexed notes 1 to 43 form an integral part of these financial statements.

Do

i

Lt. Gen. (R) Imtiaz Hussain
Chairman/ Director

9

Abdul Waheed
Chief Executive



ASKARI LEASING LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 39, 2009

1.2

COMPANY AND ITS OPERATIONS

Askarl Leasing Limited (the Company) was incorporated and domiciled in Pakistan as a public fimited
company on August 1, 1993 and was granted certificate of commencement of business on November 3, 1883.
The Company e controlled by Army Welfare Trust (AWT), which owns 57.66% of the Company's shares. The
Company Is listed on the Karachi, Lahore and Islamabad Stock Exchanges and principally carries on the
business of leasing.

Registered office of the Company is situated at AWT Plaza, Mall Road, Rawalpindi.

The Board of Directors of Askari Leasing Limited in its meeting held on June 23, 2009 has given an in-principle
approval to initiate discussions with Askari Bank Limited (AKBL) for the possible merger of the Company with and
into AKBL. The State Bank of Pakistan has granted in-principle approval to both entities to conduct due diligence
of each other. Subsequent to the year end, the Company has appointed consuitants to carry out due diligence of
AKBL.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable
in Pakistan, the requirements of the Companies Ordinance, 1984 (the Ordinance), the Non Banking Finance
Companies and Noftified Entities Regulations, 2008 (NBFC Regulations) and Prudential Regulations for NBFCs
undertaking the leasing business. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS) issued by the Intemnational Accounting Standard Beard as are notified under the
Ordinance and provisions of and directives issued under the Ordinance. In case requirements differ, the
provisions or diractives of the Ordinance shall prevail.

Adoption of new and revised standards and interpretations

During the year, the Company has adopted IFRS 7 - Financial Instruments: Disclosures. Adoption of this standard
only impacts the format and extent of disclosures as presented In note 37 to the financial statements.

Standards, amendments and interpretations issued but not yet effective:

Effective for years
beginning on or after

IFRS 1 First time adoption of IFRS (Revised) July 1, 2008
IFRS 2 Share-based payment (Amendments) January 1, 2009
IFRS 3 Business combinations (Revised) Juiy 1, 2009
IFRS 4 Insurance contracts (Amendments) January 1, 2009
IFRS 5 Non-current assets held-for-sale and discontinued opsrations

(Amendments) January 1, 2009
IFRS 7 Financial instruments: Disclosuras (Amendments) January 1, 2009
IFRS 8 Operating segments January 1, 2009
IAS 1 Presentation of financial statements (Revised) January 1, 2002
IAS 7 Statement of cash flows (Amendments) January 1, 2009
[AS12 Income taxes (Amendments) January 1, 2008
AS 16 Property, plant and equipment (Amendments) January 1, 2009
IAS 18 Revenue (Amendments) January 1, 2009
IAS 19 Employea bensafits (Amendments) January 1. 2009
IAS 20 Government grants and disclosure of government assistance

(Amendments) January 1, 2009
IAS 21 The effects of changes in foreign exchange rates {Amendments) January 1, 2009
IAS 23 Borrowing costs (Revised) January 1, 2009
IAS 27 Censolidated and separate financlal statements (Amendmants) July 1, 2008
IAS 28 Investment in associates (Amendments) January 1, 2009
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Effective for years
beginning on or after

IAS 31 Interests in joint ventures (Amendments) January 1, 2009
IAS 32 Financial Instruments: Prasentation (Amendments) January 1, 2009
1AS 33 Eamings per shara (Amendments) January 1, 2009
1AS 34 Interim financial reporting (Amendments) January 1, 2009
IAS 38 Impairment of assets (Amendments) January 1, 2009
AS 38 Intangible assets (Amendments) January 1, 2009
[AS 38 Financial instruments: Recognition and measurement

(Amendments) January 1, 2009
IAS 40 Investment property (Amendments) January 1, 2009
IFRIC 2 Member's share in corporate entities and similar liabilities

(Amendments) January 1, 2009
IFRIC 4 Determining whether an Arrangement contains a Lease July 1, 2010
IFRIC 14 The limit on a defined benefit asset, minimum funding

requirements and their interaction (Amendments) January 1, 2008
IFRIC 15 Agresments for the construction of real estate January 1, 2009
IFRIC 16 Hedges of a net investment in a foreign cperation October 1, 2008
IFRIC 17 Distributions of non-cash assets to owners July 1, 2009

The management anticipates that adoption of above standards, amendments and interpretations in future pericds
will have no material impact on the Company's financial statements except for additional disclosures.

Basis of measurement

These financial statements have been prepared under the historical cost convention as modified for investments
classified as available for sale which are stated at fair value, and certain other modifications as required by
International Financial Reporting Standards refarred to in the accounting policies given below.

Investments
Investment in assoclates

Associates are those entities in which the Company has significant influence but not control over the financial and
operating policies. Investment in associates where significant influence can be established is accounted for under
the equity method, Investment is initially recognised at cost and the carrying amount is increased or decreased to
recognize the company's share of the profit or loss of the associate after the date of its acquisition and the
company's share in the associates' equity that has not been recognized in the assoclates' profit and loss account.
The Company's share of profit or loss is recognised in the income statement. Distribution received from the
investee reduces the camrying amount of the investment. This methed is applied from the date when significant
influence commences until the date when significant influence ceases.

investments at falr value through profit and loss account
f) Held for trading

Investments or derivatives (except for a derivative that is a financiel guarantee contract or a designated effective
hedging instrument) which are acquired with the intention of selling or purchasing in near term and there is
evidence of recent actual pattern of short-term profit-taking are classified in the held for trading sub category of
investments at fair value through profit and loss account. These are stated at fair values with any resulting gains
or losses recognized in profit and loss account.

o
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-3-

i) Designated at falr value upon Initial recognition

Investments are classified upon initial recognition as investments at fair value through profit and Ioss account if it
results in more relevant information.

Held to maturity

Investments with fixed or determinable payments and fixed maturity, which the management have the positive
intent and abllity to hold to maturity are classified as held to maturity and are stated at amortized cost, using the
effective interest rate method less impairment losses, if so determined.

Avallable for sale

Investments which could not be classified as held for trading or held to maturity are classified as available for sale
and are stated at fair value. Any difference in the carrying amount and the fair value is taken to the “Unrealised
gain / (loss) on remeasurement of available for sale investments to their fair value® and shown under
shargholders' equity until the investment is sold or otherwise disposed of, or until the investment Is determined {o
be impaired, at which time, the cumuiative gain / (loss) previously reported in equity is inctuded in the profit and
loss account.

The fair value of investments represanting listed equity and other securities are determined on the basis of year-
end bid prices obtained from stock exchange quotations and quotes from brokers.

Repurchase and resale transactions

Transactions of repurchase (repo) and resale (reverse repo) of securities at contracted rates for a specified
period of time, following the trade date accounting, are recorded as follows:

a) In case of sale under repurchase obligations, the securities remain on the balance sheet and a liability is
recorded in respect of the consideration received as ‘Borrowings'. Charges arising from the differential in sale
and repurchase values are accrued on a prorata basis; and

b) In case of purchase under resale obligations, the securities are not recognized on the balance sheet and the
consideration paid is recorded as 'Placement with Financial Institutions’ and the differential of the purchase
price and contracted resale price is recognized over the pericd of the contract.

Net Investment in lease finance

Leases in which the Company transfers substantially all the risk and rewards incidental to the ownership of an
asset to the lessess are classified as finance lease. These are stated at present value of minimum lease
payments under the agreements,

The allowance for potential lease losses is maintained at a level which, in the judgment of the management, is
adequate to provide for potential losses on lease portfolio that can be reascnably anticipated. The
allowance Is increased by provisions charged fo income and is decreased by amount written off, net of
recoveries. The Company maintains provision for potential lease losses in accordance with Prudential
Regulations for NBFCs.

Investment property

Land and / or building not held for own use or for sale in the ordinary course of business is classified as
investment property. The Company had opted for the Cost Mode! for measurement of its investment property.
The Investment property is measured at cost less accumulated depreciation and any accumulated impairment
losses. Depreciation is charged to income applying the straight line method whereby cost of the investment
property Is written oft over its estimated useful iife after taking into account its residual value. In respect of
additions during the year, depreciation is charged from the month of acquisition and up to the month of deletion
respectively. Minor maintenance and repairs are charged to income as and when incurred. Major renewals and
improvements are capitalized and the assets so replaced, if any, are retired. Gains and losses on disposal of
inv ant property, if any, are taken to the profit and loss account.
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Property and equipment
These are stated at cost less accumulated depraclation sxcept land and any identifled impairment loss.

Depreciation is charged to income applying the straight line method whereby cost of the asset is written off
over its estimated useful life after taking into account its resicdual value. In respect of additions and deletions of
assets during the year, depreciation is charged from the month of acquisition and up to the month of deletion
respectively. Minor maintenance and repairs are charged to income as and when incurred. Major renewals and
improvements are capitalized and the assets so replaced, If any, are retired. Gains and losses on disposal of
assets, if any, are taken to profit and loss account.

Intangible assets

Cost of computer software is recognized as intangible asset if it is probable that future economic benefits that are
attributable to the software will flow to the Company and that cost of such asset can also be measured reliably. It
is stated at cost less accumulated amortisation and impairment loss, if any. Cost of intangible asset is amortised
over its estimated useful life.

Impairment

The carrying amount of the Company's asssts are reviewed gt each balance sheet date to determine whether
there Is any Indication of impairment. If such indication exists the asset's recoverable amount is estimated. An
impairment loss is recognized wherever the carrying amount of the asset exceeds Its recoverable amount.
Impairment logses are charged to profit and ioss account.

Taxation
Current

The charge for currart taxation is based on taxable incoms at the current tax rates after taking into account tax
credits and tax rebates aveaiiable, if any. Income for the purpose of computing provision for current taxation is
determined under the provisions of the tax laws whereby lease rentals received or recsivable are deemed to be
income.

Deferred

The Company's policy is to provide deferred tax using the balance sheet liability methad on temporary differences
between the carrying amounts of assets and [iablilities in the financial statements and corresponding tax bases
used in the computation of taxable income.

Deferred tax liabilities are recognised for all taxable temporary differences and deferred tax assets are recognised
to the extent that it is probable that taxable profits will be available against which the deductible temporary
differences, unused tax losses and tax credit can be utilised. Deferred tax is caiculated at the rates that are
expected to apply to the period when the temporary differences reverse, based on tax rates that have been
enacted. Deferred tax is recognized in the profit and loss account excapt for items recognized directly in equity in
which case it is included in equity.

Revenue recognition
Finance lease Income

The Company follows the Finance Method to recognize income on finance leases. At the commencement of
lease, total uneamed finance lease income consists of excess of aggregate receivables under the lease contract
over the cost of the leased asset.

Unearned finance income (UEFI) is allocated to income over the lease term by applying the annuity method to
produce a constant periedic refurn on net investment in the lease finance. Lease payments relating to the period
are applied against the gross investment in lease to reduce both principal and UEF]. For the purpose of allocating
UEF] to income, interest rate implicit in the finance lease is computed by discounting the lease key money at the
inception of the lease term when this amount is recelvable.
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Unrealized lsase income is suspended where necessary, in accordance with the requirements of Prudential
Regulations for NBFCs,

Front end fes, commitment charges, fines and penalties, gain on termination of lease contracts etc. are
recegnized as income when realized,

Operating lease income

Rental income from asssts given on operating [ease is recognized on time proportion basis.

Income on hank deposits and investments

Interest income on investments and bank deposits is accounted for using the effective interest rate methed.
Dividend Income

Dividend income is recognised when the Company’s right to receive the dividend has been established.

Galn on sale of Investments

Gain and loss on sale of investments is credited/charged to profit and loss account in the period in which it arises.

Staff retirement henefits

Defined contribution plan

The Company operates & recognized contributory provident fund schema (the Fund) for all eligible employees.
Equal monthly contributions are made to the Fund by the Company and by the employees at the rate of 8.33% of
the basic salary.

Defined benefit plan

The Company also operates an approved funded gratuity plan, for all eligible employees completing the minimum
qualifying period of service as specified by the scheme. Contribution is made to cover obligations under the
scheme in accordance with the actuarial recommendations using the Projectad Unit Credit Method. The obligation
is measured at the present value of the estimated future cash fiows.

Actuarial gainsflosses in excess of the ' corridor' (10% of the higher of the fair value of the plan assets or present
value of the defined benefit obligation) at the current reporting date are recognized over the expected average
remaining working life of employees participating in the plan.

Compensated absences

The Company also provides for compensated absences according to the Company's rules. Liability for unfunded
scheme I8 recognized on the basis of actuarial valuation using the "Projected Unit Credit Method". Provision for
the year is charged to profit and loss account. The amount recognized in the balance sheet represents the
present value of defined benefit obligations.

Provisions

A provision is recognized in the balance sheet when the Company has a legal or constructive cbligation as a
resuit of past event and it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate can be made of the amount of obligation.

All provisions are reviewed at each balance shest date and adjusted to reflect the current best estimate.

Forelgn currency transactions and translations

Transactions in forelgn currencies are accounted for in rupees at the rates of exchange ruling on the date of the
transaction. Monetary assets and liabilittes in foreign currencies are translated into rupees at the rate of
exchange ruling at the balance sheet date, except for liabilities covered under State Bank of Pakistan exchange
risk cover schemes, if any, which are translated at confracted rates. Exchange gains and [osses are taken to the
profit and loss account.
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Financial instruments

All the financial assets and financial liabilittes are recognised at the time when the Company becomes a party to
the contractual provisions of the instrument. Financial assets are derecognised when the Company loses control
of the contractual rights that comprise the financial assets. Financial liabilities are derecognised when they are
extinguished, that is, when the obligation specified in the contract is discharged, cancsalled, or expired. Any gain or
loss on derecognition of the financial assets and financial liabilities is recognised in the profit and loss account.

Offsetting

Financial assets and liabilities are set off at the year end and net amount s reported in the balance sheet, if the
Company has a legally enforceable right to set off the transaction and also intends to realize the asset and
discharge the liability simuitaneously. Corresponding income on assets and chargss on liabllities are reported at
net amounts.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand and at banks, For the purpose of cash flow statement, cash
and cash equivalents are presented net of bank overdraft which are repayable on demand.

Recelvables

These are recognised and carried at original invoice amount/cost less an allowance for any uncollectible
amounts. Carrying amounts of receivables are assessed on a regular basis and if there is any doubt about the
realisability of these receivables, appropriate amount of provision is made.

Non-current assets held for sale

The Company classifies a non-current asset or (disposal group) as held for sale if its carrying amount will be
recovered principally through a sale transaction rather than through continuing use. The Company measures a
non-current asset (or disposal group) as held for sale at the lower of its carrying amount and fair value less costs
to sell.

Dividend distribution

Dividend distribution to the Company’s shareholders is recognized as a liability in the financial statements in the
pericd in which the dividends are approved by the Company's shareholders.

Use of critical accounting estimates and judgmsents

The preparation of financial statements In conformity with approved accounting standards as applicable in
Pakistan requires the use of certain critical accounting estimates and assumptions. It also requires management
to exercise its judgment in the process of applying the Company's accounting policies. Estimates and judgments
are continually evaluated and are based on historical experience, including expectations of future events that are
believed to be reasonable under the circumstances. The area where assumptions and estimates are significant to
the Company's financial statements or where judgment was exercisad in application of accounting policies are as
follows;

() Classification of investments

(1 Provision against investments and advances
(iii) Useful life of propserty and equipment

(iv) Provision for staff retirement benefits

(v) Provision for current and deferred tax

Appropriation subsequent to balance sheet date

Appropriations (other than statutory reguirements) subsequent to year end are recoghized during the year in
which those appropriations are approved by the Board of Directors/shareholders.

Functional and presentation currency

ltems included in the financial statements are measured using the currency of the primary economic environment
in which the Company operates. The financial statements are presentsd in Pakistan Rupses, which is the
Company's functionai currency.
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2009 2008
Rupees Rupees
CASH AND BALANCE WITH THE STATE BANK OF PAKISTAN
Cash in hand 515,000 515,000
Balance with the State Bank of Pakistan 5,445,156 2,181,146

5960156 __ 2,696,146

BALANCES WITH OTHER BANKS

Current accounts 3,154,124 3,132,178

Deposit accounts 140,756,862 88,731,953
143,910,986 91,864,131

INVESTMENTS

Available for sale

Short term placements - 50,000,000
Equity investments - note 5.1 15,559,971 44 594 444
Current maturity of long term investments - note 13 - 17,384,555

156,559,871 111,978,999

These represent ordinary shares/units held in the following entities:

No. of units/ shares Par value 2009 2008
2009 2008 per unit/ Rupees Rupees
share

JS Large Capital Fund 5,000,000 5,000,000 10 60,000,000 50,000,000

Dewan Cement Limited 3,625 3,625 10 57,827 57,827
50,057,827 50,057,827

Unrealised (loss) on remeasurement of investments (34,497 ,856) (5,463,383)

Fair value of investments 15.559.971 44.594.444

In terms of Securities and Exchange Commission of Pakistan (SECP) notification SRO 150(1)/2009
dated February 13, 2009 and as explained in note 4.3 to the condensed interim financial statements for
the half year ended December 31, 2008, the Company opted for reflecting the impairment loss of Rs
38.797 million under equity whereby this amount shall be charged to profit and loss account on a
quarterly basis during the calender year 2009 after taking into account the adjustments / effect of price
movements during each quarter.

As allowed by the circular, the above impairment loss on investment held as 'Available for sale' as on
December 31, 2008 including adjustment for price movements has been taken to profit and loss account
to the extent of Rs 8.998 million and Rs 8.5 million during the quarters ended March 31, 2009 and June
30, 2008 respectively.

Had the company applied International Accounting Standard "Financial Instruments: Recognition and
Measurement” (IAS 39), the remaining impairment loss of Rs 17 million included in the unrealized loss
on remeasurement of available for sale investments to their fair value shown under equity, would have
been recognized in the profit and loss account and resultantly, the profit before/after tax would have
been lower by this amount.

The remaining impairment loss of Rs 17 million, included in the unrealized loss on remeasurement of
available for sale investments to their fair value as at June 30, 2009 shown under equity, shall be treated
as a charge to profit and loss account for the purposes of distribution of dividend.
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FINANCING AGAINST DEPOSITS - CONSIDERED GOOD

These are secured against lien on certificates of investment issued by the Company. The expected rate of profit

ranges between 13% to 17.5% (2008: 11% to 13.5%) per annum.

LOANS AND ADVANCES

Considered good
Current portion of long term loans - note 12
Advancs to employees
Executives - note 7.1
Other employees

Advance against lease - note 7.2
Advancs to dealers and manufacturers
Other advances

Considered doubtful
Advances to dealers

Other advances
Less: Provision for doubtful receivables - note 7.3

Reconciliation of carrying amount of advances to executives:

Balance as at July 1
Add : Disbursements during the year

Less : Repayments

2008 2008
Rupess Rupees
847,598 659,094
19,016 167,103
2,740,907 2,012,421
2,760,823 2,179,524
2,478,000 13,118,775
5,380,567 51,445,722
4,436,244 3,799,064
15,903,232 71,202,162
25,459,588 25,459,588
568,345 568,345
26,027,933 26,027,933
15,903,232 71,202,169
167,103 215,057
- 150,000
167,103 365,057
- 147,187 197,954
19,916

167,103

Maximum aggregate amount at the end of any month during the year in respect of advance to executives was

Rs.155 thousand (2008: Rs. 328 thousand).

Advance against lease

This represents advance to suppliers on behalf of lessees in respect of assets to be leased. Lessees are being
charged mark-up ranging between 15.8% to 17.5% (2008: 16% to 16.5%; per annum against the advance.

Provision for doubtful receivables

Balance as at July 1
Provision for the year
Balance as at June 30

2009 2008
Rupees Rupees
26,027,933 2,700,117
- 23,327,816
26,027,933 26,027,933
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DEPOSITS AND PREPAYMENTS

Deposits
Prepayments

OTHER RECEIVABLES
Considered good
Receivable from Askari Bank Limited (AKBL)
an associated company
Insurance premium refundable on lease termination
Receivable from customers
Others

Considered doubtful
Others
Less: Provision for doubtful receivables - note 8.1

Provision for doubtful receivables

Balance as at July 1
Provision for the year
Balance as at June 30

INCOME TAX RECOVERABLE

Advance income tax
Income tax recoverable from tax department

Less: Provision for taxation

2009 2008
Rupees Rupees
8,163,150 7,569,650
22,724,340 5,872,489
30,887,490 13,442,139
1,655,639 4,276,021
3,975,789 4,365,860
19,050,856 34,279,307
1,123,240 485,931
25,806,224 43,417,209
26,108,900 26,108,890
26,108,990 26,108,980
25,806,224 43,417,209
26,108,990 26,108,980
26,108,890 26,108,990
166,307,968 167,313,657
94,865,632 94,965,632
261,273,600 252 279,289
31,270,459 31,270,459

230,003,141 221,008,830




11. NET INVESTMENT IN LEASE FINANCE

Minimum lease rental receivables
Add: Residual value

Gross investment in lease finance
Less: Uneamed finance income
Net investment in lease finance

Less: Allowance for potential lease losses - note 11.3
Current maturity

11.1 Maturity and terms of lease finance
Gross investment

2009 2008

Rupees Rupees
8,773,380,857 9,548,569,396
3,778,323.418 3,536,418,127
12,649,714,375 13,084,988,523
1,541,818,641 1,716,120,442
11,008,005,734 11,368,868,081
478,113,185 435,841,107
4,453,281,226 4,026,389,689
4,831,374,411 4,462,230,805
6,076,721,323 8,806,637,275

Net investment in lease finance

2009 2008 2009 2008
Rupees Rupees Rupees Rupeses
Less than one year 5,306,141,225 4,938,976,104 4,453,261,226 4,026,380,699
One year to five years 7.243,573,150 8,146,012,419 6,554,834,508 7,342 478,382
12,546,714,375 13,084,988,523 11,008,095,734 11,368 868,081
Less: Uneamed finance income 1,641,618,641 1,716,120,442

11,008,005 734 11,368,868 081

Lease agreements carry mark-up ranging from 7.5% to 28% (2008: 7.5% to 25%) per annum. The agreements are
usually for a period of three to five years. In certain cases, in addition to leased assets the lcases are secured against
certificates of investment, parsonal guarantees and charge on properiies of lessees.

11.2 Due from assoclated undertakings

Maximum balance during the year Balance at year end
2009 2008 2008 2008
Rupees Rupees Rupees Rupees
Askari Aviation (Pvt) Limited 489,310 2,379,558 6,333 339,585
Askari Travels and Tours {Pvt} Limited 415,047 846,964 147,473 301,433
Askari Guards (Pvt) Limited 614,173 673,186 436,944 506,965
Askari Securities Limited 951,420 - 723,826 -
2009 2008
11.3 Movement of allowance for potential lease losses Rupess Rupees
Balance as at July 1 435,841,107 411,691,877
Provision for the year 42,272,078 24,149,130
Balance as at June 30 478,113,185 435,841,107
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2008 2008
Rupees Rupees
LONG TERM LOANS
Considered good
- Chief executive - note 12.1 3,874,474 4,000,000
- Executives - note 12.1 855,047 882,472
- Other employees 7,763,367 7,644,005
12,492,888 12,626 477
Less: Current maturity - note 7 847 508 659,094
11,645,280 11,967,383
Reconciliation of carrying amotnts of loans to executives
2009 2008
Chief Executive Executives Chief Executive  Executives
Balance as at Juiy 1 4,000,000 082,472 - 1,102,833
Add : Disbursements during the year - - 4,000,000 -
4,000,000 982,472 4,000,000 1,102,833
Less : Repayments 125,526 127,425 - 120,361
3,874,474 855,047 4,000,000 982,472

These long term loans represent house and transport loans granted to employees in accordance with
Employees' Service Regulations. These are repayable within a period of 2 to 20 years and carry mark-

up rates ranging between 5% to 7.5% (2008: 5% to 7.5%) per annum.

Maximum aggregate amount at the end of any month during the year in respect of loans to chief
executive / executives was Rs. 4,962 thousand (2008: Rs. 4,992 thousand).

LONG TERM INVESTMENTS

Investment in associated company - note 13.1
Others
Available for sale

Term Finance Certificates - note 13.2

Held to maturity investments
Pakistan Investment Bonds- note 13.3

Less: Current maturity-note 5
Term Finance Certificates

w

2009 2008
Rupees Rupees

25,669,455 30,441,166

- 45,454 114
680,318,788 677,315,004
705,088,244 753,210,284
- 17,384,555
705,088,244 735,825,728
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Investment in associated company

Balance at beginning of the year
Share of (loss) / profit for the year
Balance at end of the year

2009 2008
Rupees Rupees
30,441,166 27,786,506

(4,771,711) 2,654,660
25,669,455 30,441,166

Investment in associated company represents 10% (2008: 10%) investment in the equity of Askari
General Insurance Company Limited (AGICO), a listed company incorporated in Pakistan. Although the
Company has less than 20 percent shareholding in AGICO, it has been treated as an associated
company since the Company is in position to exercise influence by virtue of its representation on the
Board of Directors of AGICO. Market value of this investment as at June 30, 2009 was Rs. 50,516
thousand (2008: Rs. 84,054 thousand). The audited financial statements of AGICO for the year ended
June 30, 2009 were not available, however the summarized financial position and results given below are
based on the most recent avaiiable financial statements as at June 30, 200¢.

Assets

Liabilities

Equity

Net premium revenue for the year
(Loss) / profit after tax for the year
Holding of the Company

2009 2008
Rupees Rupees

1,348,947,151 1,224,284,420

1,092,252,601 919,872,760
256,694,550 304,411,660
699,582,309 531,496,913

(47,717.110) 26,546,598
10% 10%
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Term Finance Cerlificates

Principal outstanding
Premium - net of cumulative amortization

Unrealised (loss) on remeasurement of investment

Fair value of investment

Particulars

Term Finance Certificates

Quoted

Bank Alfalah Limited
Crescent Standard

Bank Limited

Pakistan Services Limited

Un-guoted

Pakistan Intemational
Airlines Corporation - note 13.2.1

Investment

2009

-13-

No. of Profit Rates
certificates repayment % per
2008 frequency annum

803 Semiannually 15

1,844 Semiannually 13.5
31 Semiannually 135

10,000 Semi annually 8

Unrealised loss on remeasurement of investment

Fair value of investment

Face value

per certificate

Rupees

5,000

5,000
5,000

5,000

Maturity Date

December 19, 2008

July 8, 2007
November 12, 2008

Februaty 20, 2011

2009
Rupees

2008
Rupees

45,879,097

45,879,097
(424,983)

45,454,114

2009
Rupeas

2008
Rupees

2,003,486

1,355,182
22,129

3,380,797

42,498,300

45,879,007
(424,983)

45,454,114

During the year Pakistan International Airlines Corporation has exercised the call option of their Term Finance Certificate issue and has prepaid the

outstanding principal and mark-up thereon.
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2009 2008
Rupees Rupees
13.3 Pakistan Investment Bonds (PIBs)
Maturity dates Profit repayment Rates %
per annum

April 25, 2012 Semi annually 11 302,139,698 302,760,379
October 6, 2013 Semi annually 8 91,105,606 89,530,552
June 30, 2013 Semi annually 9 117,949,936 116,603,368
June 10, 2024 Semi annually 10 169,123,549 168,420,705

680,318,789 677,315,004

14,

15.

The Face value of investment in PIB's as at June 30, 2009 was Rs 725,000 thousand (2008: 725:000)
and fair value of investment in PIBs as at June 30, 2009 was Rs 663,883 thousand (2008: Rs. 677,954
thousand). The effective interest rate on these PIBs ranges from 11.44% to 12.80% per annum.
Consequent to reclassification of PIBs from available for sale investment to held to maturity investment
effective April 1, 2008, the unrealised loss of Rs 74,091 thousand at the date of such reclassification is
being amortised to profit and loss account over the remaining period of PIBs. Balance of unamortised
unrealised loss as at June 30, 2009 was Rs 63,224 thousand (2008: Rs. 70,193 thousand).

This investment is held in accordance with the Regulation 14(4)(i) of the Non-Banking finance
companies and Notified Entities Regulations, 2008.

2009 2008
Rupees Rupees
INVESTMENT PROPERTY
CGross carrying value - 45,663,552
Less: Accumulated depreciation
Balance as at July 1 27,398,150 22,831,792
Charge for the year 761,062 4,566,358
Reversal for the year (28,159,212) -
Balance as at June 30 - 27,398,150
- 18,265,402

The investment property was disposed off during the year.

INTANGIBLE ASSETS

This represents cost of information system applications currently under development phase.

ol
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16. PROPERTY AND EQUIPMENT - TANGIBLE
Own use Operating lease TOTAL
Leasehold Furniture &
Land Bullding improvements Vehicles fittings Computers  Equipments Vehicles
Rupees
At July 01, 2007
Cost - - 27,221,928 35,189,881 22,681,482 38,423,083 21,866,651 19,524,000 164,886,993
Accumulatad depreciation - - (25,770,919} _ (12.8646318) _ (11,764,172) _ (35,187,480} _ (16,600,825) (4,568,667)  (106,648,478)
Net book amount - - 1,451,007 22,523,648 10,817,280 3,225,613 5,285,726 14,955,333 58,338,515
Actlvity for the year ended June 30, 2008
Opening net book amount - - 1,451,007 22,523,546 10,817,200 3,225,613 5,365,726 14,955,333 58,338,515 |
Additions 6,528,300 416,700 1,845,818 14,023,538 1,118,838 4,530,025 4,740,823 - 33,205,040 |
Deletions at cost - - (2,385,050} (10,514,871) (501,269) - {1,784,697) - {15,685,887) |
Depreciation on disposals - - 2,305,050 6,194,330 837,470 - 1,712,456 - 11,138,308
Depreciation charge for the year - (3.473) (927,257) (6,772,167) {2,180,987) (2,425,523) {2,208,615) (3,781,000) {18,200,032)
Closing net book amount 8,528,300 413,227 2,369,568 25,454,376 0,602,330 5,330,115 7,825,603 11,174,333 668,607,942
At June 30, 2008
Cost 6,528,300 416,700 26,672,694 38,678,528 22,710,028 42,953,118 24,922 777 19,524,000 182,408,145
Accumulated depreciation - (3,473} (24,303,126) _ (13,224,152) _ (13,107,688) _ (37,623,003) _ (i17,097.084) (8,340667)  (113,708,203)
Nst book amount 6,528,300 413,227 2,389,568 25,454,376 9,602,330 5,330,115 7,825,683 11,174,333 68,607,942
Activity for the year ended June 30, 2008
QOpening net book amount 6,528,300 413,227 2,369,568 25,454 376 9,602,330 5,330,115 7,825,603 11,174,333 68,697,942
Additions - - 1,152,059 14,723,480 1,186,780 1,587,307 3,698,384 - 22,348,020
Transfer at cost (133,430) - 7,200 38,000 90,238 - -
Deletions at cost - - - (4,230,997) (348,078) - {1,608,418) (1,315,000) (7.504,494)
Depreciation on disposals - - - 1,757,172 272,898 - 1,281,280 789,000 4,100,260
Depreciation on transfers - - - - (1,278) 2,026 (748) - -
Depreciation charge for the year - (41.670) {1,189,007) (7,886,554) (2,265,871) (2,730,178) _ (2,847,119) (3,683,333} (20,733,730)
Closing net bock amount 6,528,300 371,557 2,229,181 28,707,477 8,452 990 4,225,272 8,438,321 8,055,000 66,808,008
At June 30, 2008
Cost 6,528,300 416,700 27,881,314 49,171,011 23,554,930 44,578,425 27,101,882 18,208,000 187,249,871
Accumulated depreciation - {45,143) (25462,133) _ (19.463,534) _ (15,101,949) _ {40,351,153) _ (18,683,861) (11,254,000) (130,341,573}
Net bock amount 8,528,300 371,557 2228 181 29,707 477 8,452,890 4,225,272 8,438,321 6,955,000 66,908,098
Annual rate of depreciation 10% 33% 20% 10% 20-30% 20% 20%
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Details of property and equipment sold / leased
Description Cast Book Sale
value proceeds
Rupees Rupees Rupees
As per Company policy to
employee/ex-employee
Mr. Abdul Waheed Equipment/Fumniture 248,300 127,268 143,498
& Fixture
Lt. Col. M. Afzal Vehicle 864,000 403,200 506,299
By negotiation to outsiders
BITS Engineering Equipment 850,000 226,687 350,000
Mr. Zubair Ahmed Vehicle 408,303 231,372 375,500
Mr. M Yousaf -do- 310,000 232,500 345,000
Mr. Hafiz M Farhan ~do- 350,000 303,334 335,000
AGICO - Insurancs claim ~-do- 405,000 209,250 325,000
Leased to outsiders
Col Tughral Vehicle 460,000 421,667 450,000
S. Askar H Naqgvi -do- 385,000 158,000 335,000
Mr. Imran Al -do- 701,524 514,503 880,000
Muhammad Siddigue Khurram -do- 1,315,000 526,000 526,000
6,307,197 3,353,761 4,571,298
Other assets having book value of less than Rs 50,000
other than sold to executives/ related party 1,197,297 50,373 179,900
7,504,494 3.404,134 4,751,198
2009 2008
Rupzes Rupees
ACCRUED AND OTHER LIABILITIES
Advance receipt against leases 260,013,641 195,118,103
Advancs insurance premium received - note 17.1 95,002,062 120,515,662
Accrued expsngses 11,495,000 11,718,011
Tax deducted at source 206,787 0,455
Payabls to gratuity fund - note 30 2,103,233 1,802,052
Security deposit - 8,000,000
Payabls to insurance companies - 9,369,637
Leases to be disbursed - invoiced 528,000 16,319,000
Rentals payable to AKBL 11,884,654 14,197,460
Unclaimed dividend 2,485,778 2,559,858
Other payables 35,726,213 39,539,418
419,445,368 426 148,646

This includes insurance premium amounting to Rs. 3,652 thousand (2008: Rs. 22,342 thousand) received from
Askari Bank Limited - an associated company for onward payment to insurance companies.



2009 2008
Rupees Rupess
ACCRUED MARKUP
Accrued mark-up on certificates of investment 113,014,351 102,736,187
Accrued mark-up on borrowings 12,140,288 21,623,760
125,154,649 124,359,947
18 SHORT TERM BORROWINGS

Short term borrowings from banking companies

Unsecured

Short term facllities - note 198.1 - 150,000,000

Secured

Short term running finance - note 19.2 201,311,208 801,791,733

291,311,296 851,791,733

18.1 This represented unsecured short term facility availed from bank at markup rate equivaient to Nil (2008: 10%)
per annum. The facility was repayable within 3 manths and fully paid on maturity.

18.2  This includes overdraft facility avalled from Askari Bank Limited (AKBL), an associated company, amounting to
Rs 30,000 thousand (2008: Rs 350,000 thousand) and short term advance from Royal Bank of Scotland (RBS)
amounting to Rs Nil (2008: Rs 200,000 thousand) earmarked with existing overdraft facility at annual mark-up
rates equivalent to 0.80% over 3 months Ask-side KIBCR with a floor of 10% per annum and 13.50% per
annum respectively. Overdrafte facilittes available with AKBL have aggregate limit of Rs. 500,000 thousand
(2008: Rs 825,000 thousand), out of which the unavailed amount at year end was Rs 470,000 thousand (2008:
Rs 275,000 thousand) and are secured by charge on spscific leased assets and related receivables. It also
includes bock overdraft of Rs 261,311 thousand (2008: Rs 251,792 thousand) at the year end.

2009 2008
Rupees Rupees
CURRENT MATURITY OF LONG TERM LIABILITIES
Long term loans - note 21 576,680,000 657,681,667
Certificates of investment - note 22 814,116,780 807,608,574
Depaosits on lease contracts - note 24 1,183,647,932 823,422,421
2574444712  2,288,710,662
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LONG TERM LOANS - SECURED

From banking companies
Related parties

Askari Bank Limited (AKBL - 1)

Askari Bank Limited (AKBL - 2)

Others

Allied Bank Limited (ABL - 1)

~18-

HSBC Middle East Bank (HSBC)

Allied Bank Limited (ABL - 2)

First National Bank Modarzba (FNBN)
Bank Alfalah Limited (BAFL - 1)
Bank Alfalah Limited (BAFL - 2)
Bank Alfalah Limited (BAFL - 3)

Royal Bank of Scetland {(RBS)
United Bank Limited {UBL)

Less : Current portion-note 20

Terms and conditions of these [oans are given below:

Lenders

AKBL -1
AKBL -2
ABL -1
HSBC
ABL-2
FNEN
BAFL -1
BAFL - 2
BAFL -3
RBS
UBL

Mark-up rate p.a %

3 months' KIBOR+0.20
3 months' KIBOR+0.90
3 months' KIBOR+1.25
3 months’ KIBOR+1.25
3 months' KIBOR+1.25
3 months' KIBOR+0.75
3 months' KIBOR+1.25
3 months' KIBOR+1

3 months' KIBOR+1.25
3 months' KIBOR+1.25
3 months' KIBOR+1.25

No of installments

cutstanding
8 Quarterly
9 Quarterly
4 Quarterty
5 Quarterly
4 Quarterly
8 Quarterly
2 Quarterly
8 Quarterly
Fully repaid
Fully repaid
Fully repaid

Start date

31-Mar-2008
29-Aug-2008
22-May-2007
21-Sep-2007
28-Jun-2007
16-Jul-2008
29-Dec-2006
22-8ep-2008
Matured
Matured
Matured

2009 2008
Rupess Rupees
133,320,000 200,000,000
225,000,000 -
80,000,000 160,000,000
150,000,000 270,000,000
40,000,000 80,000,000
45,000,000 -
50,000,000 150,000,000
225,000,000 -
- 66,640,000
- 84,375,000
- 100,000,000
948,320,000  1,111,015,000
576,680,000 657,681,667
371,640,000 453,333,333

Maturity dete

1-Apr-2011
28-Aug-2011
22-May-2010
21-Sep-2010
28-Jun-2010
16-Jul-2011
29-Dec-2008
22-Sep-2011
Matured
Matured
Matured

= At A _—— ——————

Margin in charge

%
30
30
25
25
25
25
25
25

Charge vacated
Charge vacated
Charge vacated

These loans have been obtained to finance the core activities of the Company. All the loans are secured by first

parri-passu charge on leased assets and receivables with the margins as per above schedule.
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2009 2008
Rupees Rupees
CERTIFICATES OF INVESTMENT
Cerificates of Investment 4577757687  4,743,959,026
Less : Current portion-note 20 814,116,780 B07,606,574

3,763,640.887  3.936,352,452

Thess represent mobilization of funds on profit and loss sharing basis under the scheme of investment
introduced with the permission of SECP. These certificates of investment (COls) are issued for periods of one
month to five years. Expected rate of profit ranges from 5% to 17.25% (2008: 5% to 15.5%) per annum.

PROVISION FOR COMPENSATED ABSENCES
General Description

The Company grants compensated absences to all its regular employees as per effective Service Rules.
Provision is made in accordance with the actuarial recommendation.

Under this unfunded scheme, regular employees are entitled to 30 days privilege leaves for every completed
year of service. Unutilized privilege leaves are accumulated upto a maximum of 360 days which could be
encashed only at the time of resignation or retirement. These are encashable on the basis of last drawn gross
salary.

Principal actuarial assumption

The actuarial valuation was carried out for the year ended June 30, 2009 using "Projected Unit Credit Method",
Present value of obligation as at June 30, 2002 was Rs 19,572 thousand. Expense for the year of Rs 2,819
thousand has been included under general and administrative expenses. The main actuarial assumptions used
for actuarial valuation are as follows:

Discount rate 13%
Expected rate of increase in salaries 13%
Leave accumulation factor 360 days
2009 2008

Rupses Rupees
DEPOSITS ON LEASE CONTRACTS
Security deposits on finance leases 3,6562,689,542  3,429,615,380
Less : Current portion-note 20 1,183,647,932 823,422 421

2468941610  2,608,192,9589

These represent security deposits received from lessees under lease contracts and are adjustable at the expiry
{ termination of the respective leases.

2000 2008
Rupees Rupess

DEFERRED TAX
The deferred tax liability is attributable to the
following items:
Accelerated tax depreciation 587,860,206 532,698,604
Allowance for potential lease losses and

provision for doubtful receivables (185,587,538) (170,792,311)

412,372,668 __ 361,606,263
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SHARE CAPITAL
Authorized share capital

70,000,000 ordinary shares of Rs.10 each
30,000,000 preference shares of Rs.10 each

Issued, subscribed and paid up share capital

28,400,000 ordinary shares of Rs. 10 each
fully paid in cash

23,340,167 ordinary shares of Rs. 10 each
issued as fully paid bonus shares

2009 2008
Rupees Rupees
700,000,000 700,000,000
300,000,000 300,000,000
,000,000,000 1,000,000,000
284,000,000 284,000,000
233,401,670 165,914,500
517,401,670 449,914 500

AWT held 29,832,034 (2008: 25,940,900) ordinary shares of Rs. 10 each as on June 30, 2009,

The Company's policy is to maintain a strong capital base so as to maintain shareholder's confidence
and to sustain future development of the business. The Board of directors monitors the return on
capital, which the Company defines as net profit after taxation divided by total shareholder's equity.
Under the Non-Banking Finance Companies and Nofified Entities Regulations, 2008 the Company is
required to maintain the minimum equity of Rs, 350 million as on June 30, 2009 to undertake leasing
services. The equity as on June 30, 2009 meets the minimum equity requirement of the Regulations.

RESERVES
Capital reserve
Reserve fund - note 27.1

Revenue reserves

Genera! reserve
Reserve for contingencies

Unappropriated profit

Reserve fund

2009 2008
Rupees Rupees
326,836,253 294,823,642
299,000,000 229,000,000
105,000,000 105,000,000
189,794,319 199,231,044
593,794,319 533,231,044
920,630,572 828,054,686

The reserve fund is being maintained as per requirements of Regulation 16 of the Non-Banking

Finance Companies and Notified Entities Regulations, 2008.

o
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2008 2008
Rupees Rupees
LOSS ON REMEASUREMENT OF INVESTMENTS
Available for sale investments 34,497,856 5,888,366
Impairment loss on available for sale investments
recognized in profit and loss account - note 5.2 (17,498,070) -
16,999,786 5,888,366
Held to maturity investments, classified in 70,192,597 74,090,776
prior years as available for sale
Amortization of unrealized loss on remeasurement
of available for sale investments reclassified as
held to maturity investment (6,068,819) (3,808,179)
63,223,778 70,192,597
80,223,564 76,080,963

CONTINGENCIES AND COMMITMENTS

Income tax department raised demands for aggregate amounts of Rs. 175 million pertaining to
assessment years upto and including 2002-2003 by not allowing set-off of losses from lease
operations against other income and partly disallowing administrative expenses. The Company
successfully contested the assessment orders before the various appellate authorities and the
question of computation of income from lease rentals and set-off of loss from lease operations against
other income has been decided in favour of the Company by Income Tax Appellate Tribunal (ITAT)
whereas partial relief was allowed on account of disallowance of administrative expenses. The tax
department has filed appeals before the High Court and this appeal is pending for disposal.

For the assessment year 1999-2000 and 2000-2001, the department levied minimum tax on lease
rentals under section 80D of the repealed Income Tax Ordinance, 1979, thereby raising a tax demand
of Rs. 14.2 million. On appeal filed by the Company, this issue was set aside by the ITAT. The
Company has filed application before the High Court on applicability of section 80D as well as basis of
computation of minimum tax there under. This application is awaiting for disposal. Therefore, no
provision is made in this respect in these financial statements.

For the tax year 2003, 2004 and 2007, the department levied minimum tax on lease rentals under
section 113 of the Income Tax Ordinance, 2001, (parallel to section 80D of the repealed Income Tax
Ordinance, 1979) thereby raising a tax demand of Rs. 8.5 million. In response to the Company's
appeals there-against for 2003-2004 the Commissioner (Appeals) has deleted the minimum tax
charged by accepting the Company's contentions on this account, where-against the department has
filed the appeal to ITAT. For the tax year 2007, appeal filed by the company with Commissioner
(Appeals) is pending for disposal.

Assessments for the Tax years 2003 to 2007 were amended by tax authorities by disallowing initial
depreciation allowance claimed under section 23 of the Ordinance on vehicles given on lease by the
Company by taking a view that leased vehicles were not plying for hire. An aggregate tax demand for
Rs. 363.79 million was raised for these years. The Company's appeals on question of disallowance of
initial depreciation allowance were rejected by the Commissioner (Appeals) and are now pending
before ITAT. The Commissioner (Appeals) however directed the tax authorities to allow enhanced tax
loss on disposal of leased vehicles due to increase in their written down values as a result of
disallowance of initial depreciation allowance. The re-assessments are also pending.

The Company has given a guarantee and letters of comfort for aggregate amount of Rs. Nil (2008:
Rs. 59.19 million) to Askari Bank Limited, an associated undertaking, on behaif of lessees.



30. EMPLOYEES' DEFINED BENEFIT PLAN

The latest actuarial valuation of the employees' defined benefit gratuity plan was carried out as at June 30, 2009 using

the projected unit credit method. Details of the defined benefit plan are:

a) The amounts recognized In the profit and loss account:

Current sarvice cost
Interest on obligation
Expected return on plan assets

b) The amounts recognised in the balance sheet:

Present value of defined bensfit obligations
Fair value of plan assets

Unrecognised actuarial gains / (losses)
Net liabllity

c) Changes In the present value of defined benefit obligation:

Defined benefit obligation as at July 1
Current service cost

Interest cost

Benefits paid

Actuarial losses

Defined benefit obligation as at June 30

d) Changes in the fair value of plan assets:

Fair value of plan assets as at July 1
Expected return

Benefits paid

Contributions by employer

Actuarial gains / (losses)

Fair value of plan assets as at June 30

Defined benefit
Gratuity plan
2009 2008
Rupees Rupees
1,862,978 2,454,840
1,115,623 730,704
(875,366) (587.770)
2,103,233 2,597,574
11,706,083 0,335,144
(9,873,312) (7,284,719)
1,832,771 2,041,425
270,462 {239,373)
2,103,233 1,802,052
9,336,144 7.669,112
1,862,976 2,454,640
1,115,623 730,704
(778,199) (1,656,934)
169,539 138,622
11,706,083 9,336,144
7,294,718 5877702
875,368 587,770
(778,199) (1,656,934)
1,802,052 2,562 756
879,374 (76,575)
9,873,312 7,294,719

Expected contribution to the defined benefit gratuity fund for the year ending June 30, 2010 is Rs 2,183 thousand.
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Defined benefit
Gratulty plan
2009 2008
Rupees Rupees
e) Actual return on plan assets
Expected return on plan assets 875,366 587,770
Actuarial gains / (losses) on plan assets 679,374 (76,575)
1,554,740 511,195
2009 2008
Rupees %age Rupees Y%age
f) The major categories of plan assets:
Investment in term deposit receipts 9,552,583 o7 4,986 356 68
Cash and net current assets 320,729 3 2,298,363 3z
9,873,312 100 7,294,719 100
g) Significant actuarlal assumptions at the balance sheet date: 2009 2008
Discount rate 13% 12%
Expected return on plan assets 13% 12%
Future salary increases 13% 12%
Average expected remaining life of employees (years) 10 11
h) Amounts for the current and previous five years:
2008 2008 2007 2008 2005
Rupees Rupses Rupeas Rupees Rupees

Defined Benefit Gratuity Plan

Present value of defined benefit obligation (11,708,083) (9,336,144) (7,669,112) (5,621,782)

Falr value of plan asssts 9,873,312 7,294,719 5,877,702 3,713,758
Deficit (1,832,771) (2,041.425) (1,791,410)  (1,908,004)
Experience adjustments
Pian liabilities - loss/({gain) 169,539 138,622 339,273 {141,532)
Plan assets - gain/(loss) 679,374 (78.575) 73,180 74,319

(5,408,599)
3,360,505
(2,028,094)

76,000
(30,000)
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LEASE INCOME

Finance leass income

Mark up on advance against lease

Upfront fee, penalties, gain on lease
terminations etc

Operating lease income

INCOME ON INVESTMENTS

Return on government securities

Profit on term finance certificates

Mark up on financing against deposits

Dividend on shares

Profit on short term placements

Mark up on advance to employees

Capital gain on sale of available for sale investments
Investment in term finance certificate written off

OTHER INCOME

Income from financial assets
Income from bank deposits

Income from non-financial assets
Profit on sale of property and equipment
Profit on sale of investment property
Rentals from Investment property

Others
Management fee from AKBL
Old liabilities written back
Cthers

FINANCE AND BANK CHARGES

Profit on certificates of investment
Mark-up on bank borrowings

Premium on securities

Amortization of loss on revaluation of PIBs

classified in prior years as available for sale - note 28

Bank charges

f

2009
Rupees

1,010,846,393
4,436,406

121,695,240
4,313,212

2008
Rupees

952,751,580
2,380,463

75,368,566
5,632,216

1,141,281 251

1,036,142,835

76,043,401 73,898,257
3,494,210 11,562,271
3,842,260 2,475,004

- 6,168,868
12,140,730 407,665
944,324 700,674

- 5,813,466

(1,355,182) -

95,109,743 101,026,285
4,306,004 1,565,586
1,347,064 2,268,741
6,495,660 -

180,000 1,080,000

27,195,272 19,730,726
2,196,384 7,429,805
2,385,720 3,535,166

51,106,104 35,600,023

528,944,987 496,300,373
234,562,523 202,451,821
- 3,802,240
6,968,819 3,898,179
7,191,804 7,302,300
777,668,133 713,855,013
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35.1

35.2

GENERAL AND ADMINISTRATIVE EXPENSES

Salaries, allowances and benefits - note 35.1
Rent
Staff training
Traveling and vehicle running
Insurance of operating assets
Legal and professional charges
Membership fees
Legal charges
Professional and other charges
Telephone and utilities
Donations
Subscription
Auditors' remuneration - note 35.2
Printing and stationery
Depreciation
Repairs and maintenance
Advertisement
Entertainment
General expenses

2009 2008
Rupees Rupees
122,926,917 115,014,050

27,228,576 19,935,874

121,448 449,793
11,045,008 9,234,204
3,680,983 3,107,890
3,033,689 2,989,903
1,663,746 1,360,028
2,886,800 8,248,424
18,779,860 17,667,157
- 100,000
118,401 93,965
1,117,900 852,510
5,058,631 5,544,970
21,494,792 22,865,389
6,691,207 4,640,198
2,784,426 3,607,207
2,849,375 2,498,889
1,795,716 1,130,085
234,767,675 219,350,616

This includes Rs. 2,580 thousand (2008: Rs. 2,228 thousand) charged on account of employees
provident fund and Rs.2,103 thousand (2008: Rs. 2,598 thousand) on account of staff gratuity fund
and Rs 2,819 thousand (2008: Rs 6,187 thousand) on account of compensated absences.

Auditors' remuneration

Annual audit

Review of half yearly financial statements and other

certifications
Out of pocket expenses

2009 2008
Rupees Rupees
650,000 500,000
360,500 285,000
107 400 67,510
1,117,900 852,510
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REMUNERATION OF DIRECTORS, CHIEF EXECUTIVE AND EXECUTIVES

The aggregate amount charged in the accounts for remuneration, including certain benefits, to the directors, chief
executive and other executives of the Company Is as follows :

2009 2008
Directors Chief Executive Executives Directors Chief Execufives  Executives

Meeting fees 445,000 - - 550,650 - -
Managerial

remuneration - 1,776,000 1,752,084 - 1,561,605 1,162,286
Bonus - 452,000 546,380 683,660 387,432
Housing and utilities - 976,800 963,648 - 858,827 639,252
Medical expenses - 297,600 175,212 - 158,148 116,225
Cost of living allowance - 1,148,000 879,960 795,822 591,501
Provident fund

contribution - 148,000 146,007 - 118,062 116,484
Other perquisites and

benefits - 886,812 768,086 - 2,003,111 813,583
Payment for compensated - . - - 953,648 ’ -

leave absences

Total Rupees 445!000 5!686!212 5!231 5387 550!650 ?!1 30!734 3!626!773

No. of persons 8 1 3 8 2 3

The Company maintained cars, certain household items, health and [ife insurance covers are provided to the chief
executive and executives of the Company as per the Company policy.

2009 2008
BASIC EARNINGS PER SHARE
Net profit for the year attributable to ordinary shareholders Rupees 160,063,056 153,196,214
Number of ordinary shares outstanding during the year Numbers 51,740,167 51,740,167
Basic eamings per share Rupees 3.09 2.96

Basic earmnings per share for the year 2008 reported in the previous year has been restated on account of 6.75 million
bonus shares issued during the year ended June 30, 2009.

There is no dilutive effect on the basic earnings per share.
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FINANCIAL RISK MANAGEMENT

The Company's activities expose it to a variety of financlal risks: credit risk, liquidity risk and market risk (including interest
rate risk and equity instrument risk).

The Board of Directors (the Board) has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Board has established the Executive Committee comprising of Directors, which is
responsible for developing and monitoring the Company's risk management policies. The activities of the committee are
being monitored and ratified by the Board at regular interval. The Company also has a Risk Management Department at
Head offica level which Is involved in the risk Identification and mitigation under the guldelines provided by the risk
manzagement manual. The risk managemant department has also placed at least one official in each branch.

The Company’s risk management policies are established to identify and analyse the risks faced by the Company, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems
are reviewed regularly to reflect changes in market conditions and the Company's activities. The Company, through its
management standards and procedures, aims to develop a disciplined and constructive control environment in which all
employeas understand their roles and obligations.

The Company's Audit Committee oversees how management monitors compliance with the Company's risk management
policies and procedures, and reviews the adequacy of the risk management framewark in relation to the risks faced by the
Company. The Company's Audit Committee Is assisted in its oversight role by Internal Audit department. Internal Audit
department undertakes both regular and ad-hot reviews of risk management controls and procedures, the resuits of
which are reported to the Audit Committee.

Credit risk

Credit risk Is the risk of financlal loss to the Company if a customer or @ counterparty to a financial instrument fails to meet
its contractual obligations, and arises principally from the Investment in Lease Finance, Balances with Banks, Long term
loan and Investments. The Company has established procedures for effective management of credit risk in each of the
sbove category some of which are detailed below In each catagory. The carrying amount of financial assets represents
the maximum cradit exposure. The maximum expesure to credit risk at the reparting date was:

2008 2008
Rupeas Rupees
Net investment in lease finance - note 11 & 24 6,877,393,007 7,503,411,594
Balances with other banks - note 4 143,810,986 01,864,131
Leng term loans - note 12 12,492,888 12,626,477
Investments - note 5 & 13 695,878,760 817,383,562

7,729,675.641 8,425,265,764

Net Investment In Lease Finance

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each customer. The
procedures to mitigate the credit risk are based on internal guidslines and policies duly approved by the Board of
Directors and extarnal guidelines as laid down by the Non Banking Finance Companies and Notified Entities Regulations,
2008, as prescribed by the Securities and Exchange Commission of Pakistan (SECP). These procedures mainly include
monitoring of credit exposure, assessment of credit worthiness of customers, per party credit limits and assessment of the
quality of leased assets.

The Company has the tifle of all leased assets In its own name and In addition it has also obtained collaterals from certain
customers which mainly comprise of Certificates of investment, mortgage of properties and personal guarantees. The fair
value of the mortgaged properties held as collaterals against classified lease portfolio amounts to Rs. 587,458 thousand.

The credit quality of the net investment in lease finance is judged by reference to the repayment history of the customer,
internal ratings assigned to the customers at the time of lease disbursement and status of classification of lease as per
Non Banking Finance Companies and Notified Entities Regulations, 2008. The Company believes that the credit quality of
its lease portfolic which is nefther past due nor impaired is satisfactory based on the above facets. Further, the major
portion of the Company's lease portfolio comprise of car lease which Is well concentrated, having good secondary markat
and discourages undue reliance on any customer or sector.
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During the year, the Company renegotiated the terms of lease transactions with some of its customer which were past
due. The Company maintains the balance provisicns of such leases as per the requirements of the Non Banking Finance
Companies and Notifled Entities Regulations, 2008 as prescribed by Securities ant Exchange Commission of Pakistan.

The aggregate carrying amount of such leases amounts to Rs. 79,104 thousand (2008: Rs 77,708 thousand).
The ageing analysis of lease rental receivables which are past dus but not impaired is as follows:

2009 2008
Rupees Rupees
Past due by 1 month 43,482,918 38,871,242
Past due by 2 to 3 months 82,801,486 59,817,688
Past dua by 4 to 6 months 40,597,272 41,707,012
Past due by 8 to 9 months 71,527,804 45,539,341
Past due by 2 to 12 months 73,793,991 99,840,773
312,003,581 285,876,054

As at year end, net exposure of impaired lease portfalio was Rs. 786,312 thousand (2008: 881,335 thousand) and
provision thereagainst was Rs. 478,113 thousand (2008: Rs. 435,841 thousand).

The Company maintains adequate level of provisions / allowance account in accordance with the requirements of Non
Banking Finance Companies and Notified Entities Regulations, 2008 relating to status of classification and provisioning
against classified lease porifolio. The Company understands that the provisions / allowance account held against the
classified lease portfolio Is the best estimate for the possible losses that might cccur and that the remaining amount does
not need any impairmsnt allowance as at the reporting date. Nevertheless, the Company is hopeful, on the basis of
proceedings of court cases and having leased assets in its name, that the amount of impaired lease portfolio would be
recavered in future, however the provisions are maintained as part of risk management framework. For allowance for
potential lease losses refer note 11.3.

The Company has alse made provision against doubtful loans and advances (note 7) and deubtful receivables {note 9).

Concentration of ¢redit risk In net Investment in lease finance

Concentration of credit risk arises when a number of counter parties are engaged in similar business activities or activities
in the same geographic region, or have similar economic features which would cause their ability to meet contractual
obligations to be similarly affected by changes In economic, political or other conditions. Concentration of credit risk
indicates the relative sensitivity of the Company's performance to developments affecting a particular industry or
geographic location. The Company manages the risk of credit concentration by diversifying its lease investment portfolio
in various industriad and geographic segments. The maximum exposure to credit risk for net investment in lease finance at
the year end by settor was as follows:

20089 2008
Rupees Share % Rupees Share %
Consumer facilities 8,906,029,320 62.74% 7,731,222 856 68.00%
Transport and communication 846,692,654 5.87% 636,850,620 5.60%
Energy, oil and gas 571,095,020 5.19% 680,880,364 5.89%
Chemical, pharmaceutical
and ferfilizers 426,888,070 3.88% 256,386,612 2.25%
Textiles and allied industries 380,414,248 3.46% 209,378,177 2.83%
Glass and ceramics 139,203,809 1.26% 175,203,473 1.64%
Food, tobaceo and boverages 201,563,145 1.83% 148,035,628 1.28%
Construction 379,697,408 3.45% 290,790,380 2.56%
Steel, engineering and automobiles 219,875,782 2.00% 223,818,158 1.97%
Health care 78,432,880 0.71% 87,680,720 0.77%
Hotsl 33,813,219 0.31% 41,011,680 0.38%
Sugar and allied industries 5,948,840 0.05% 5,849,938 0.05%
Cement 7,205,938 0.07% B0B,741 0.01%
Paper and board 23,893,885 0.22% 21,198,143 0.18%
Electrical and electrical goods 12,250,880 0.11% 1,658,865 0.01%
Leather and footwesar 15,218,588 0.14% 13,698,465 0.12%
Banaspati and allled industries 10,520,080 0.10% 8,542,001 0.08%
Dairy and poultry 156,254,810 1.43% 198,671,797 1.78%
Financial institutions 2,156,800 0.02% 7,117,459 0.068%
Security setvices 18,497 964 0.16% 171,881,774 1.51%
Miscellaneous 769,765,744 6.99% 371,487,039 3.27%
11.008.085,734 100% 11,368.868.081 100%
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37.1.5

37.2

Balances with other banks

The Company's major transactiong with banks are dealt with Askart Bank Limited (AKBL), an associated company. The
criteria for exscuting transactions and maintaining balances with banks, other than the AKBL, includes financial
soundness, strong credit rating and reputation of the sponsors and promoters of the banks. The Company understands
that there is no credit risk exposure in balances with other banks.

Credit rating of the Company's bankers is as follows:

Rating Rating
Short Term Long Term Agency
Askari Bank Limited Al+ AA PACRA
Royal Bank of Scofland — AA- PACRA
Allled Bank Limited Al+ AA PACRA
Netional Bank of Pakistan A1+ AAA JCR-VIS
Deutsche Bank A-1 A+ S&P’s
Faysal Bank Limited Al+ AA PACRA
Arif Habib Bank Limited A2 A- PACRA

Long term loans

The Company provides long term loan facilities to its employees for purchase of house and vehicle as per the employee’s
services rules approved by the Board, These are secured against the house mortgage and title of the vehicle in the
Company's name. Thus, the Company understands theat there is no credit risk exposure in long term loans.

Investments

This represents investment in Pakistan [nvestment Bonds (FIBs), ordinary shares and units of mutual fund. Investment in
PIBs was made to meet the requirement of the Non-Banking Finance Companies and Nofified Entities Regulations, 2008.
These are risk free Government Securities having no credit risk. The Company also makes short term placements in
different banks and financial institutions who have minimum credit ratings as per the investrnent policy approved by the
Board. Keeping in view the nature of investments, management does not expect any counterparly to fall to meet its
obligations.

Credit rating of the investee entity is as follows:

Rating Rating
$hort Term Long Term Agency
J§ Large Capital Fund Al+ A+ PACRA

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company’s
approach to managing liquidity is to ensure, as far as possible, that it will aiways have sufficient liquidity to meet its
ligbilittes when due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage
to the Cempany's reputetion.

The Company has a separate Treasury department which is responsible for cash and liquidity requirement. The Compary
monitors its cash fiow / liquidity requirements through continuous preparation of projected cash flows. These are made on
daily basis after accounting for estimated cash inflows/outfiows and to then act as such. The Company invariably
maintains sufficient unutilized overdraft facilities in order to cater ary unforseen eventuality. Refer to note 19.2 for details
of undrawn approved facilities and note 37.2.1 for maturity analysis of financial assets and financlal liabilities.



37.2.1 The following are the contractual maturities of financial assets and financial liabilities including estimated interest receipts and payments:

2009
Rupees
Carrying Contractual Up to three Three months More than one More than
amount cash flows months fo one year and less than five
five years years
FINANCIAL ASSETS
Cash and balance with SBP 5,960,156 5,960,156 5,960,156 - - -
Balances with other banks 143,910,986 143,910,986 143,910,088 - - -
Investments 15,558,971 15,559,871 - 15,658,971 - -
Financing against deposits 27,256,399 31,651,006 11,662,163 19,088,842 - -
Loan and advances 8,838,823 9,337,991 3,339,788 5,008,203 - -
Deposits 8,163,150 8,163,150 - 8,163,150 - -
Other receivables 25,806,224 25,806,224 25,806,224 - - -
Assets held for lease 1,351,800 1,351,900 1,351,900
Net investment in lease finance 10,529,982, 549 12,071,601,190 2,284 640,698 3,021,500,527 6,765,459,965 -
Long term loans 12,492,888 18,615,597 396,644 1,192,693 £,8988.210 11,128,050
Long term investments 680,318,788 1,210,625,000 - 77,875,000 732,750,000 400,000,000
11,459,641,835 13,542,583,170 2,477,068,558 3,150,278,386 7,504,108,175 411,128,050

FINANCIAL LIABILITIES
Accrued and other liabilities 417,342 135 417,342,135 12,619,441 404,722,694 - -
Short term borrowings 291,311,296 292,334,232 292,334,232 - - -
Leng term loans 948,320,000 1,086,732,354 190,512,161 488,411,684 407,808,529 -
Certificates of investment 4,577,757 667 5,856,484,383 398,263,248 929,668,251 4,528,554 884 -
Deposit on lease contract 3,852,589,642 3,652,589,542 629,326,534 517,484,958 2,505,778,050 -

9,887,320,640  11,305,482,646 1,5623,055,616 2,340,285,567 7.442,141,463 -
NET ASSETS 1,572,321,185 2,237,100,524 954,012,943 809,992 819 61,966,712 411,128,050




ASSETS

Cash and balance with SBP
Balances with other banks
Investments

Financing against deposits
Loan and advances
Deposits

Other receivables

Asset held for lease

Net investment in lease finance
Long term loans

Long term investments

LIABILITIES

Accrued and other liabilities
Short term borrowings
Long term loans
Certificates of investment
Deposit on lease contract

NET ASSETS

i
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2008
Rupees
Carrying Contractual Up to three Three months More than cne More than
amount cash flows months to one year and less than five
five years years
2,696,146 2,686,146 2,606,146 - - -
91,864,131 91,864,131 91,864,131 - - -
94,594 444 94,676,644 50,082,200 44,594,444 - -
33,205,276 35,648,733 11,311,672 24,237,061 - -
18,898,299 22,162,418 1,787,796 20,374,622 - -
7,569,650 7,569,650 - 7,569,650 - -
43,417,209 43,417,209 43,417,209 - - -
3,443,000 3,443,000 3,443,000 - - -
10,933,026,974 12,640,147 416 1,856, 474,774 2,996,283,974 7,792,162,501 4,226,167
12,626,477 19,302,887 353,455 1,062,264 5,578,614 12,398,654
723,194,101 1,329,181,878 10,138,102 82,878,376 812,165,400 424,000,000
11,964,535,707  14,299,100,112 2,071,568,485 3,177,000,391 8,609,906,515 440,624,721
424,346,594 424,345,594 38,093,500 386,253,024 - -
951,791,733 991,810,380 555,624,500 436,185,890 - -
1,111,015,000 1,264,518,210 235,230,857 531,321,379 497,965,974 -
4,743,959,026 6,428,392,162 579,273,355 737,190,597 5,111,928,210 -
3,429,615,380 3,429,615,380 444 306,221 404,054,539 2,579,732,934 1,521,686
10,660,727,733  12,538,682,736 1,852,528,433 2,495,005,499 8,189,627,118 1,521,686
1,303,807,974 1,760,417,376 219,040,052 681,994,802 420,279,397 439,103,035
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Market risk

Market risk is the risk that changes in market prices, such as Interest rates and equity prices will affect the Company's
income or the value of its holdings of financial instruments. The objective of market risk management is to manage and
control market risk exposures within acceptable parameters, while optimising the retumn.

Interest rate risk

The Interest rate risk is the risk that the valus of the financial instrument or Company's income and operating cash flows
will fluctuate due to changes In the market interast rates, Sensitivity to Interest rate risk arises from mismatches of
financial assets and liabilities that mature In a given period. The Company intends to maintain such a mix of fixed and
fioating rate financial instruments that minimizes the interast rate risk to @ tclerable level. The pertinent factor in the
management of interest rate risk by the Company Is its profound Certificates of Investment (COls) porifolio which is one of
the effective proven shield against the changing Interest rate scenario. The Company's abllity and reputation has aiways
played its role in generating fixed rate COI's which are then used to finance high rate fixed or fioating lease portfolio.

As at the year end, the interest rate profile of tha Company's interest-bearing financial instruments was:

2009 2008 2008 2008
% % Rupees Rupees
Fixed rate instruments

Financial assets 5to28 5t025 6,757,893,107 7,440,020,462
Financial liabiliies 5t017.25 5to 16.6 4,577,689,870 4,803,050,026
—2:180,203,137 2,548,861,438

Floating rate instruments
Financial assets 17.131t0 23.38 13.51019.75 958,307,262 851,016,979
Financial liabllities 11.07 to 16.75 10.17 0 12.38 978,320,800 1,860,042,147
{20,012,738) (700,025,168)

Fair value sensitivity analysis for fixed rate Instruments

The Company does not account for any fixed rate financial assets and [liabilities at falr value through profit or loss.
Therefore a change in interest rates at the reporting date would not affect profit and loss account

Cash flow sensitivity analysls for variable rate Instruments

An increase/ {decrease) of 100 basis points in interest rates would have (decreased)/ increased profit or loss and equity
by the amounts shown below. This analysis assumes that all other variables remain constant:

Impact on profit and loss account

2008 2008
Rupees Rupees
Floating rate instruments 9,738,240 10,785,724

Other market price risk

The primary geal of the Company's investment strategy Is to maximise investment returns on surplus funds. The Company
adopts a policy of ensuring minimum price risk by investing in fixed rate investments like TDRs and COls. The Company's
price risk rises from investment in mutual fund and ordinary shares which are classified as available for sale investments.
The managament Is vigilent about the market siteation in Pakistan and refrains from Investing in equity investments in
current volatile conditions.

An increase/ (decrease) of 20% In the market value of the listed units of mutual fund and listed ordinary shares would
have increased/ (decreased) profit or loss and equity by the amounts shown below. Thie analysis assumes that all other
variables remain constant:

2009 2008
Rupees Rupees
Impact on profit and loss account 1,578,392 -
Impact on equity 3,111,971 8,918,889

Falr value of financlal instruments

The carrying valus of financlal assets and (fabilities approximates their fair values excapt investmeant in associate which is
accounted for under equity method and held to maturity investment which is carried at amortised cost
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38. TRANSACTIONS AND BALANCES WITH RELATED PARTIES

The Company is a subsidiary of Army Welfare Trust (AWT) with 57.66% holding. Therefore all the
subsidiaries and associated undertakings of AWT are related parties of the Company. The related
parties also comprise of entities over which the directors are able to exercise significant influencs,
entities with common directors, major shareholders, directors, key management personnel and
employees' fund. Advances, long term loans and remuneration of chief executive and executives along
with the meeting fee of directors are disclosed in notes 7, 12 and 35 to the financial statements. The
transactions and balances with related parties are as follows:

2009 2008
Rupees Rupees
Askari Bank Limited
Transactions during the year
Income on deposit accounts 1,686,141 1,524,289
Management fee 27,195,272 19,730,725
Rent / Electricity paid for office premises 7,441,976 14,518,242
Short term borrowings 30,000,000 601,791,435
Mark up paid on running finance 17,775,044 11.075,848
Bank charges paid for cash management 2,377,100 3,066,185
Long term borrowing 358,320,000 200,000,000
Mark up paid on term finance 55,116,491 10,241,997
Receivable ASKAR Askari Bank - 834,500
Balances at year end
Deposit accounts 32,859,507 124,150,386
Advance insurance received 3,651,910 22,342,394
Rent payable - 14,197,460
Askari General Insurance Company Limited
Transactions during the year
[nsurance premium paid 96,470,466 87,302,680
Insurance claim received 50,500 -
Profit paid on certificates of investment 300,000 -
Share of (loss) / profit (4,771,711) 2,654,660
Balances at year end
Long term investment 25,669,455 30,441,166
Certificates of investment 8,564,300 3,000,000
Army Welfare Trust
Transactions during the year
Payments during the year 360,811 1,390,507
Profit paid on certificates of investment 183,038 166,353
Balances at year end
Balance of certificates of investment 2,500,000 2,500,000
Askari Cement Limited
Transactions during the year
Operating lease income charged 4,111,212 4,111,212
Lease rentals received 3,426,010 4,796,414
Balance at year and
Lease rentals receivable 685,202 685,202



Askari Cement Limited Employees Gratuity Fund

Transactions during the year
Profit paid on certificates of investment
Payments during the year

Balance at year end
Balance of certificates of investment

Askari Aviation (Pvt.) Limited
Transactions during the year
Finance income charged
Lease rentals received
Profit paid on certificates of investment
Balances at year end
Balance of certificates of Investment
Net investment in lease finance
Askari Information Systems Limited

Transactions during the year
Payment for consultancy

Askari Guards (Pvt) Limited

Transactions during the year
Contract staff charges
Finance income charged
Lease renials received
Balance at year end
Net investment in lease finance
Askarl Travels and Tours (Pvt.) Limited
Transactions during the year
Finance income charged
Lease rentals received
Balance at year end
Amount due against leases
Net investment in lease finance

Askarl Securities Limited
Transactions during the year
Finance income charged
Lease rentals received

Belance at year end
Net investment in lease finance

Employees Provident Fund
Company's contribution
Employees Gratuity Fund

Company's contribution
Payable at year end

g

2009
Rupees

638,295

13,818
347,448
840,000

8,000,000
6,333

1,653,750

8,002,011
80,029
131,960

436,244

34,649
186,816

15,568
147 473

162,772
241,681

723,826

2,580,038

1,802,052
2,103,233

2008
Rupees

2,547,384
24,000

23,210,833
223,039

833,081
840,000

8,000,000
339,585

6,615,000

10,171,223
44,945
65,980

506,965

60,169
171,248

301,433

2,228,361

2,562,756
1,802,052
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2009 2008
Rupees Rupees

CASH AND CASH EQUIVALENTS

Cash and bank balances 149,871,142 94,560,277

Short term running finance (291,311.296) (801,781,733)
(141,440,154) 707,231,456

TAXATION

Increase in deferred taxation is mainly due to the accelerated tax depreciation net of effect of allowance
for potential lease losses. Numerical reconciliation between the average tax rate and the applicable tax
rate has not been presented as there is no provision for current tax due to taxable loss.

APPROPRIATIONS

The Board of Directors of the Company proposed the following appropriations during their meeting held
on September 25, 2009. These financial statements do not reflect these appropriations.

2009 2008
Rupees Rupees Rupees Rupees
per share per share
lssue of bonus shares - - 67,487,170 1.50
Transfer from unappropriated profit
to general reserve 95,000,000 - 70,000,000 -
CORRESPONDING FIGURES

Previous year's figures have baen rearranged and reclassified whenever necessary for the purposes of
comparison, |

DATE OF AUTHORIZATION

These financial statements have been authorized for issue by the Board of Directors of the Company on
September 25, 2009.

. "
Lt. Gen. (R) Imtiaz Hussain ul Waheed
Chatrman/ Director Chief Executive



