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Grays Leasing Limited

VISION

To be one of the most progressive institutions in the financial sector
by providing quality service to our clientele in a superior manner,
maintaining high ethical and professional standards, striving for

continuous improvements and consistent growth to add value to our

shareholders and our team of conscientious employees and a fair
contribution to the national economy.

MISSION

To develop a client base representing all segments of the economy;
emphasis being placed on financial support to medium and small
enterprises for their expansion, balancing and modernization
requirements.

To endeavor for a lasting relationship with clients and associates on
the principles of Mutualism.

To transform the company into a dynamic, profitable and growth
oriented institution through an efficient resource mobilization and the
optimum utilization thereof.

To provide healthy environment and corporate culture for good
governance of the company which ensures exceptional value for
clients, personnel and the investors above all.

To implement the best professional standards with due observance

of moral and ethical values in all respects of corporate life which will

Insha Allah bring social and economic parity and prosperity among

Nation and turn Pakistan into a Modern and Liberal Muslim Welfare
State.
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NOTICE OF THE 14™ ANNUAL GENERAL MEETING

Notice is hereby given that the 14" Annual General Meeting of the Company will be heid on
October 30, 2009 at 11:00 am at registered office of the Company located at 701-A. 77 Floor. City
Towers, Main Boulevard, Guilberg - ||, Lahore to transact the following business:

Ordinary Business

To confirm the minutes of the 13th Annual General Meeting held on October 30, 2008

2 Toreceive, consider and adopt the audited financial statements of the company for the vear
ended June 30, 2009 together with the Directors' and Auditors’ reports thereon
3 Toappoint auditors and to fix their remuneration, The present auditors Messrs Riaz Ahmed &
Company, Chartered Accounts, retire and being eligible, offer themselves to be reappointed.
4 Totransactany other business with the permission of the chair.
BY ORDER OF THE BOARD
Muhammad Adil Munir
Lahore: October 09, 2009 (COMPANY SECRETARY)
NOTES:

The Share Transfer Books of the Company will remain closed from October 24, 2009 to
Qctober 30, 2009 (both days inclusive). Physical transfers/CDS Transaction Ids received in
order at our Registrar M/s. Hassan Faroog Associates (Pvt) Limited, HF House, 7 — G
Mushtag Ahmed Gormani Road, Gulberg I, Lahore, up to the close of business on October
23,2009 willbe considered in time for determination of entitlement of shareholders to attend
and vote at the meeling.

A member entitled to aftend and vote at this meeting may appoint any other member as
his/her proxy to attend and vote instead of him.

The instrument appointing a proxy and the power of attorney or other authority under which
it 1s signed or a notanally attested copy of the power of attorney must be deposited at
registered office of the Company at least48 lluurs before the time of the meeting.

Members, who have deposited their shares into Central Depositary Company of Pakistan
Limited (“CDC™) will further have to follow the under mentioned guidelines as laid down by
the Securities and Exchange Commission of Pakistan.
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A. For Attending the Meeting

a. In case of individuals, the account holder andfor sub-account holder ana their
registration details are uploaded as per the CDC Regulations, shall authenticate his
identity by showing his original NIC or original Passpart at the time of attending the
Meeting.

b. Incase of corporate entity, the Boards' resolution / power of attorney with specimen
signature of the nominee shall be produced (unless it has been provided earlier) at
the time of the Meeting.

B. For Appointing Proxies

a.

In case of individuals, the account holder and/or sub-account holder and
their registration details are uploaded as per the CDC Regulations, shall
submit the proxy form as per the above requirements.

Two persons whose names, addresses and NIC numbers shall be mentioned
on the form shall witness the proxy form.

Attested copies of NIC or the passport of the beneficial owners and the
proxy shall be furnished with the proxy form.

The proxy shall produce his original NIC or original passport at the time of
the Meeting.

In case of corporate entity, the Boards' resolution/power of attorney with
specimen signature shali be submitted (unless it has been provided earlier)
along with proxy form to the Company.
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DIRECTORS'REPORT

On behalf of the Board of Directors, | am pleased to present the 14th Annual Report together with the
audited financial statements for the year ended 30 June 2009.

OPERATING RESULTS

The operating resuits of the company for the year are as under:

Rupees
Total revenue 106 315 417
Total expenses 180,893,802
Loss before tax (74,578.385)
Provision for taxation
Current | (461,714)
Deferred 30,065,569 |
Prior Year \_Qj__.__545,932
18,058,323
Loss after tax ~ (56.520,062)
Loss per share {2.82)

KEY OPERATING AND FINANCIAL DATA
Key operating and otherfinancial data for the last six years are being given hereinafter this repon.
REVIEW OF OPERATIONS

During the year under review, the company transacted business worth Rupees 9.4Z miilion as
compared to Rupees 329 million, gross investment in finance leases as at 30 June 2009 stands at
Rupees1,209 million against Rupees 1,687 millicn on 30 June 2008, while the nel investment stands
at Rupees 1,048 million on 30 June 2009 against Rupees 1,459 million the last year,

The primarily reason for decline Iin business was cemmercial banks' attitude to refrain the credit lines
for leasing business, due to recent economic crises. The current financial year was the worst year for
the financial sector as well as the industrial sectar of our country; it also affected the economies of
developed countries like USA, Germany, United Kingdom etc. However cur company faces the
challenges of such crises and emphases on the recoveries of receivable balance and accordingly
succeeded.

The gross revenue from operations was Rupees 106.32 million (Rupees 147.97 million in 2008). The
net loss before and after tax for the current year is Rupees 74.58 million and Rupees 56.52 million as
compared to preceding year which was Rupees 14.56 millicn and Rupees 15.27 million respectively.
The causes for such losses are: non availability of funds for business from banking sector, rise in
suspense income due to change in Non-Banking Finance Companies and Notified Entities
Regulations and lowering volume of business transacted during the year.

Dear sharehclders, we here appreciate the role of Securities and Exchange Commission of Pakistan,
which consider current worse economic situation of leasing sector and, extended the minimum
equity comphance requirement for further two years, this breathing space enable the leasing sector to
formulate their future strategy for survival.

This is high time for leasing business where handsome profit shall be earned. The major constraintis
non availability of funds for leasing business from banking sectar, in this scenario the best option 15 to
concentrate on sizeable recoveries of lease rentals and invest such funds in leasing business, which
your company is already doing,

6
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CREDIT RATING

JCR-VIS has assigned us Medium to Long-Term Entity Rating at BBB (Triple B ) while the Short-Term
Entity Rating was maintained atA-3 (A Three). The outlook on the Entity was considered "Negative”,

FUTURE OQUTLOOK

Higher interest rate, powaer crises, liquidity crunch and law and order situation are the major factors
affecting the industrial growth. In the last year directors report my predecessor pointed out that the
nation is facing sever economic crises and the recovery symptoms appear to be dismal, the position
is worst than the last year, the Leasing Sector in Pakistan is under a severe pressure but still have a
great potential.

Grays Leasing has alsc faced severe pressures due to the factors mentioned above, and resulitantly
inspite of its best efforts could not produce profit showing results. The process of acquisitions or
mergers to form a strang entity having encrmous equity base is still underway and the management
expects to be successful on this front.

DIVIDEND

Dear shareholders, you know, the company has been declaring cash dividends almost since start of
operations. However this year the company could not generate profits while equity compliance 1s also
aimed at. Due to these reasons we could not declare dividend this year as well.

CODE OF CORPORATE GOVERNANCE

A statement of compliance with the Code of Corporate Governance is also given hereinafter. We fully
support and endorse implementation of this Code and believe that this will strengthen the corporate
sector of the country in line with the glebal trends. Therefore, we have implemented the code and
there is no material departure from it. All major disclosures as required under the code have been
complied with. Moreover the management is also determined to follow this code in strict compliance
with guidance provided by the auditors.

The financial statements prepared by the management annexed hereto, present fairly its state of
affairs, the results of its operations, cash flows and changes in equity. Proper books of accounts have
been maintained and appropriate accounting policies have been applied consistently using
reasonabie and prudent accounting estimates as well as in accordance with the International
Accounting Standards and other relevant provisions of law. An effective system of internal controls
has also been implemented and reguiarly monitored. There is no significant doubt upon the ability of
the company to continue its operations as a geing concern,

INTERNAL CONTROLS

The company has implemented a computer-based management information system. We have also
made significant progress in the development of in-house programs and implementation of new
software and its applications which provide a ceniralized database, support integration between our
lease administration and financial systems, and assist the company in providing meaningful data in
time for management decision making. This system is being continuously reviewed by internai and
statutory auditors; hence it works as a strong internal control over company operations in all spheres
of corporate and financialmanagement.

| 7
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PATTERN OF SHAREHOLDING

Astatement showing patiern of shareholding in the Company as on 30 June 2009 is given herewith.

AUDITORS

The presen! auditors Messrs Riaz Ahmad and Company, Chartered Accountants, retire and being
eligible, offer themselves for reappointment.

Reference to the emphasis on matter paragraph in the auditors’ report on the financial statements of
the company for the year ended 30 June 2008 regarding the pending application for renewal of
license to carry on leasing business and non-compliance with minimum equity requirement, the
Securities and Exchange Commission of Pakistan not only renewed the license of the company but
also extended the period of compliance with minimum equity by 30 June 2011,

BOARD OF DIRECTORS

During the year, seven meetings of the board were held. Attendance cof each director is as under:
Name of director Attended Leave granted

Mr. Paul Douglas Gray Chairman

Mr. Khawar Anwar Khawaja Vice Chairman
Mr. Abdul Rashid Mir

Mr. Muhammad Tahir Butt

Mr. Khurram Anwar Khawaja

Mr. Neil Douglas James Gray

Mr. Jason Charles Gray Resigned

Mr. Khawaja Zaka-u-Din New appointment

I e o R

6
1
1
7
2
3

(L

APPOINTMENT OF CHIEF EXECUTIVE

The Directors appreciated the contributions to establish the company and services rendered by the
out going Chief Executive, Mr. Abdul Rashid Mir, who resigned from the office of the Chief Executive /
Director of the Company due to his deteriorated health.

The Board of directors appointed Mr. Naveed Amin as Chief Executive / Director of the company in
place of Mr. Abdul Rashid Mir whose approval from Securities and Exchange Commission of
Pakistan is awaited. The information in this regard has been circularized subsequently to all the
shareholders of the company in accordance with the provisions of the law

ACKNOWLEDGMENT

| would like to thank the banks and financial institutions for their suppont, the clients who provided us
opportunity to serve them and company employees at all levels for their dedicated efforts.

ON BEHALF OF THEBOARD

Naveed Amin
Sialkot; 06 October 2009 Chief Executive
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KEY OPERATING AND FINANCIAL DATA FOR SIX YEARS

(Rupees in Thousand)

PROFIT AND LOSS

Revenie

Financial charges

Provision far doubtful receivables
Profit { (Loss) before tax

Profit { (Loss) after tax

Dividend

Bonus shares

BALANCE SHEET

Paid up share capial
Shareholders equity

Borrowings

Net investment in finance |eases
Total assets

PERFORMANCE INDICATORS

Profit / (Lass) before tax/Gross ravenue
Profit f (Loss) after Lax/Gross revenue
Pre-tax Return on shareholder's equity
After tax Return on shareholder's equity
InCome/Expense ratio

Total borrowings to equity ratio
Interest coverage ratio

Earning per share

Break up value per share

Lease disbursements

Number of contracts

2004 2005 2006 2007 2008 2009
102,470 66,562 144 387 162,670 147,571 106,315
34,249 44,330 54,099 102,614 110,223 93,533
10,421 1,248 (833) 4,710 13,749 51178
40,399 29,672 24,728 23,530 (14,557) (74,578)
80,371 17,674 14,007 15,458 (15,268) (56,520)
27,000 20,000 i - - .
20,000 » s » -
180,000 200,000 200,000 200,000 200,000 215,000
300,324 258,995 253,005 268 470 242 633 202111
h60,896 848,007 884,614 a13,707 748,211 408,300
1,039,835 | 1,414,028 | 1,485,167 | 1,652,799 | 1,458,656 | 1,048,163
1,076,365 | 1,493,771 | 1,555,669 | 1,735,561 | 1,555,889 | 1,073,157
39%, 31% 17% 14% -10% -70%,
78% 18% 10% 10% -10% =539
1354 L1% 0% A% -65% -37%
27% 7% 6% 6% -6% -28%
1.65 1.44 1.21 1.17 0.91 0.59
67:33 78:22 78:22 65:35 76:24 55:42
2.18 1.67 1.26 1.23 0.87 0.20
4.02 1,33 0.70 0.77 {0.85) (2.82)
16.68 15.00 12.65 13.42 12.13 3.40
568,630 857,329 602,000 £21,000 328,365 9,422
409 262 162 188 115 7
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE
GOVERNANCE
YEAR ENDED 30 JUNE 2009

This statement is being presented to comply with the Code of Corporate Governance contained in
Regulation No. 37, Chapter No. XI of listing regulations of Karachi Stock Exchange and Chapter No.
XI1I of listing regulations of Lahore Stock Exchange 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:

1.

10.

1.

The Company encourages representation of independent non-executive directors and directors
representing minority interests on its Board of Directors. At present the Board includes at least
two independent non-executive directors and directors representing minority shareholders.

The directors have confirmed that none of them is serving as a director in more than ten listed
companies including this Company.

All the resident directors of the Company are registered as taxpayers and none of them has
defaulted in payment of any loan to a banking company, a DFL or an NBFI or, being a member of a
stock exchange has been declared as a defaulter by that stock exchange.

The casuai vacancy occurred in the Board during the year was filled in accordance with the
provisions of Law.

New orientation courses have been arranged during the vear,

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 strategy 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 maintained.

All the powers of the Board have been duly exercised and decisions on material transactions,
including appointment and determination of remuneration and terms and conditions of
empioyment of the CEQ, have been taken by the Board.

The meetings of the Board were presided over by the Chairman and, in his absence, by a director
elected by the Board for this purpose and the Board met at least once in every quarter. Written
notices of the Board meetings, along with agenda and working papers, were circulated at least
seven days before the meetings. The minutes of the meetings were appropriately recerded and
circulated.

The board has approved appointment of head of internal audit, including his remuneration and
terms and conditions of employment as determined by the CEO.

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.

10|
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13.

14,

15,

16.

17.

18.

19,

20.

Grays Leasing Limited

The financial statements of the Company were duly endorsed by CEQ and CFO before approval of
the Board.

The directars, CEO 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.

The Board has formed an audit committee. It comprises three members, whom all are non-
executive directors.

The meetings of the audit committee were held at least once every quarter prior to approval of
interim and final results of the Company and 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.

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 ali its partners are in compliance with International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of
Chartered Accountants of Pakistan.

The statutory auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the listing regulations and the auditors have confirmed
that they have observed IFAC guidelines in this regard.

We confirm that all other material principles contained in the Code have been compiied with.

Naveed Amin

Sialkot; 06 October 2009 Chief Executive

11
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH
BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

Ve have reviewed the Statement of Compliance with the best practices contained in the Code of
Corporate Governance prepared by the Board of Directors of GRAYS LEASING LIMITED (“the
Company”} for the year ended 30 June 2009, tc comply with the Listing Regulations of the respective
Stock Exchanges, where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of
Directors of the Company. Cur 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
compilance with the provisions of the Code of Corporate Governance and report if it does not. A
review is limited primarilv to inquiries of the Cempany 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 and internal control systems sufficient to plan the audit and develop an effective audil
approach. We are not required to consider whether the Board's statement on internal control covers
all risks and contrels, or to form an opinion aon the effectiveness of such internal controis, the
Company's corporate governance procedures and risks.

~urther, Sub-Regulation (xui a) of Listing Regulations 35 (Previcusly Requlation No. 37) notified by
~he Karachi Stock Exchange (Guarantee) Limited vide circular KSE/N-269 dated 19 January 2009
requires the company to place before the Board of Directors for their consideration and approval
related party transactions distinguishing between transactions carried out on terms equivaient to
those that prevail in arm's length transactions and transactions 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 to be separately placed before the audit committee. We are only
required and have ensured compliance of requirement to the extent of approval of related party
transactions by the Board of Directors and placement of such transactions before the audit
commitiee. 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 cur 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 of Corporate Governance as applicable to the
Company forthe year ended 30 June 2009.

LAHORE: RIAZ AHMAD & COMPANY
06 October 2009 Chartered Accountants

12




RIAZ AHMAD & COMPANY

Charlercd Accountanis INTERMNATIONA|

AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of GRAYS LEASING LIMITED as at 30 June 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

infarmation and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of our audit,

It is the responsihility of the company’s management to establish and maintain a system of internal
contrel, and prepare and present the above said statements in conformity with the approved

accounting standards and the requirements of the Companies Ordinance, 1984. Our responsibility is to
gxpress an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These
tandards require that we plan and perform the audit to cbtain reasonable assurance about whether the
above said staternents 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:

(&) in our opinion, proper books of account have been kept by the company as required by the
Companies Ordinance, 1984;
(B) in our opinion.
1] the halance 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 cansistently applied except
for the change stated {n Note 2.17 to the financial statements with which we concur;

1) the expenditure incurred during the year was for the purpose of the company’s business; and

i) the business conducted, investments made and the expenditure incurred during the year were
in accordance with the objects of the company;

{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 30 June 2009 and of the loss, its cash flows and changes in
equity for the year then ended; and

(d) in our opinion no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1380
(XVIII of 1980). :

The financial statements of the company for the year ended 30 June 2008 were audited by another firm
of Chartered Accountants who expressed modified opinion dated 07 October 2008 containing an
emphasis of matter paragraph on pending application for renewal of license to carry on leasing
business and non-compliance with minimum equity requirement.

RIAZ AHMAD & COMPANY
Chartered Accountants

Syed Mustafa Ali 10-B, Saint Mary fark
Main Boulevard, Guiber-iil
Oct Lahote 54660, Pakistan
Date 06 ober 2003 Telephones (92-42) 3571 81 37-9
LAHORE Fax {92-42) 3571 81 36

Rizr Ahmad & Company 13 rmember of Hewia Iniernanonal, - racolhr@r; Pk
2 workhwide nelwork of independens accovrting and consulting firms m-ril:ﬂpk-mm
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BALANCE SHEET AS AT 30 JUNE 2009

2009 2008
Note Rupesas Rupees
(Restated)
ASSETS
Current assets
Cash and bank balances 3 16,235,207 28,814,468
Advances and prepayments 4 2,399 419 1,873,238
Other receivables 5 1,236,645 1,942,439
Current maturity of non current assets ¥ 763,478,523 641 375,043
783,349,794 674,005,188
Mon-current assets
Long term loan 7 - 2
Net investment in lease finance 8 189,313,058 773,432,369
Long term investment 9 10,176,986 10,176,986
Property, plant and equipment 10 89,373,230 97,397,083
Long term security deposits 983,482 B77 482
289, RB46 756 B81.883,020
1,073,196, 550 1,555, 889,108
LIABILITIES
Current liabilities
Short term berrowings 11 73,649,195 131,928,948
Subgcrdinated loan - 15,000,000
Accrued and other liabilities 12 6,647 334 8,150,566
Accrued Mark up 13 15,695 397 20,618,036
Current maturity of non current liahilities 14 479,089,215 315,231,017
Provision for taxabion 14,300,609 3,016,561
589,382,450 494 045 128
Non-current liabilities
Depaosits on lease contracts 15 141,555,117 369,897,867
Certificates of investment 16 1,500,000 2,000,000
Long term financing 17 85,967,816 372,352,089
Liabilities against assets subject to finance lease 18 681,018 2020822
Deferred taxation 19 18,182 844 48,248,813
Employee benefit 20 3,845 228 F.H21 951
262,732,624 798 342 442
Total liabilities 852,115,074 1,293,287 570
NET ASSETS 221,081 47¢ 262,601,538
REPRESENTED BY:
Authorized share capital
35,000,000 (20 June 2008: 35,000,000) ordinary shares of Rupees 10 each 350,000,000 350,000,000
[ssued, subscribed and paid up share capital 21 215,000,000 200,000,000
Statubory reserve 22 58,625,295 58,625,295
Unappropriated profit / (Accumulated loss) (71,513 998} {15,992 367)
Shareholders’ equity 202,111,297 242 632,928
Surplus on revaluation of buildings 23 18,970,170 15,968,610
Contingencies and commitments 24

221,081 476 262,601 538

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

Chief Executive Director Director
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2009
2009 2008
Note Rupees Rupees
(Restated)
REVENUE
Income fromn |ease operations 25 101,747,528 142,819,758
Cther income 26 4,567,489 5,151,403
106,315,417 147,971,161
EXPENDITURE
Administrative and other operating expenses 27 36,187,907 38,555,550
Financial and other charges 28 93,533,327 110,223,472
Allowance for potential lease losses 8.2 51,172,568 13,748,639
180,853,802 162,527,661
Loss before taxation (74,578,385) (14,556,500
Provision for taxation 29 18,058,323 (711,227}
Hass atter tabian (56,520,062) _ (15,267,727)
Loss per share - basic and diluted 30 (2.82) 0.85)

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

b P s g

Chief Executive Director Director

| 15
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CASH FLOW STATEMENT

FOR THE YEAR ENDED 30 JUNE 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation

Adjustments for nan-cash charges and other items:

20089
Rupees

{74,578,385)

2008
Rupees
{Restated)

(14,556,500}

Depreciation 8,304,462 B,922 586
Provision for gratuity 1,204,480 949 132
Financial charges 593,533,327 110,223,472
Allowance for potential lease losses 51,172,568 13,748,639
Gain on sale of property, plant and equipment (481,539) (92,344)
Profit an bank deposits and investments (1,302,902) (1,552,148)
152,430,396 132,199,337
Operating profit before working capital changes 77,852,011 117,642,837
{Increase) / Decrease in current assets:
Advances and prepayments (526,181) 1,372,250
Other receivables 738,300 f14,391,118)
Increase f [Decreasea) in accrued and other liabilities (2,532,685) 511,808
Cash generated from operations 75,531,445 105,135,777
Financial charges paid (97,960,096) {114,682,584)
Income tax paid (726,651} (3,150,053}
Gratuity paid (1,180,603) (212,666G)
Net cash from operating activities (24,335,905} (12,909 526)
CASH FLOWS FROM INVESTING ACTIVITIES
Met investment in finance leases 410,493,263 166,915 651
Long term loans and advances - net 350,000 4,050,000
Property, Plant and equipment acquired (210,240) (2,371,042)
Sale proceeds of property, plant and equipment 1,479,870 1,216,265
Long term security deposits (106,000) (131,030)
Profit on bank depaosits and investments 1,302,902 1,513,244
MNet cash from investing activities 413,308,795 171,193,088
CASH FLOWS FROM FINANCING ACTIVITIES
Subordinated loan - 15,000,000
Long term financing repaid (248,131,166) (138,348,399)
Short term borrowings (33,000,000) {47 000,000}
Certificates of investment repaid (18,500,000} (46,500,000}
Deposits on lease contracts (74,093,647 33,886,556
Lease rentals paid (2,548 585) (2,444,151)
Met cash used in finanding activities (376,273,398) {185,445,994)
Net increase f (decrease) in cash and cash equivalents 12,700,452 (27,162,432}
Cash and cash equivalents at the beginning of the year {Note 31) (70,114,480 (42,552,048)
Cash and cash equivalents at the end of the year {Note 31) {57,413,988) (70,114,480)

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

Ry

Chief Executive Director Director
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Grays Leasing Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2009

Balance as at 30 June 2007

Effect of change in accounting policy (Note 2.17)
Balance as at 30 June 2007 (Restated)
Met lpss for the year ended 30 June 2008

Transfer from surplus on revaluation of fixed assets

- Incremental depreciation - net of deferred taxation
Balance as at 30 June 2008

Issue of share capital

Net Ioss for the year ended 30 June 2009

Transfer from surplus on revaluation of fixed assets
- Incremental depreciation - net of deferred faxation

Balance as al 30 June 2009

The annexed notes form an integral part of these financial statements,

by

Chief Executive

RESERVES
UNAPPROPRIATED TOTAL
SHARE CAPITAL “Rggf PROFIT / TOTAL EQUITY
(ACCUMULATED LOSS)
---------------------- RUp@@Sr---sc-scmmmmmsmmmen

200,000,000 58,625,295 9,844,609 65469904 768,469,904
(11,620229)  (L1,620229)  111,620,229)
200,000,000 58,625,295 (1.775,620) 56,849,675 296,849 675
(15,267727) (15267727}  (15,267.727)
1,050,980 1 050,960 1,050,980
200,000,000 58,625,295 (15500367) 42632008 242,632,928
§5,000,000 i 15,600,000
. (56.520,062)  (56,520,062)  (56,520,062)
; 508 431 998,431 598,431
215,000,000 58675 795 G1513398) __ (12886703] _ 302111297

b= s o

Director

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

2.1

D)

d)

e)
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LEGAL STATUS AND NATURE OF BUSINESS

Grays Leasing Limited (the company) is a public limited company incorporated i Pakistan under the Companies
Ordinance, 1984 on 31 August 1995. The company's shares are listed on Karachi and Lahore Stock Exchanges. The
company is engaged in ieasing business. It has been classified as a Non-Banking Finance Company (NBFC), Its
registered office is situated at 701-A, 7th floor, City Towers, 6-K, Main Boulevard, Gulberg-II, Lahore.,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these financial statements are set out below. These
puolicies have been cansistently applied to all years presented. unless otherwise stated:

Basis of preparation

Statement of compiliance

These financial statements have been prepared in accordance with the approved accounting standards as applicable in
Pakistan, Approved accounting standards comprise of such [ntermational Financial Reporting Standards (IFRSs} issued by
Internationat Accounting Standards Board as are notified under the Companies Ordinance, 1984, provisions of and
directives issued under the Companies Ordinance, 1984, the Non-Banking Finance Companies (Establishment and
Requlation) Rules, 2003 (NBFC Rules), the Non-Banking Finance Companies and Notified Entities Regulations, 2008
(NBFC Reguiations} and Prudential Regulations for Non-Banking Finance Companies (Prudential Regulations). Wherever
the requirements of the Companies Ordinance, 1584, NBFC Rules, NBFC Regulations, Prudential Regulations and
directives jssued by the Securities and Exchange Commission of Pakistan (SECP) differ with the requirements of these
standards, the requirements of the Companies Crdinance, 1589, NBFC Rules, NBFC Regulations, Prudential Regulations
and the said directives take precedence,

Accounting convention

These financial statements have been grepared under the historical cost convention except for buildings which are
carried at revalued amounts, recognition of employee retirement benefit at present value and certain financial
instruments carried at fair value,

Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the use of certain
critical accounting estimates. 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
areas invalving a higher degree of judgments or complexity or areas where assumptions and estimates are significant to
the financial statements are as follows:

a) Defined benefit plans - (Note 2.9, Note 20)

b) Provision for taxation - (Note 2.10, Note 19, Note 29)

¢) Residual values of property, plant and equipment - (Note 2.6)
d) Revaluation of buildings - (Note 23)

Standard that is effective in current year

IFRS 7 'Financial Instruments: Disclosures’. The Securities and Exchange Commission of Pakistan (SECP) vide 5.R.C
411(13 / 2008 dated 28 April 2008 notified the adoption of IFRS 7. IFRS 7 is mandatory for company's accounting period
beginning on or after the date of notification |.e. 28 April 2008. IFRS 7 has superseded IAS 30 and disclosure
requirements of [AS 32. Adoption of IFRS 7 has only impacted the format and extent of disclosures presented in the
financial statements.

Standards, interpretations and amendments to published approved accounting standards that are
effective in current year but not relevant

There are other new standards, interpretations and amendments to the published approved accounting standards that
are mandatory for accounting periods beginning on or after 01 July 2008 but are considered not to be relevant or do not
have any significant impact on the company's financial statements and are therefore not detailed in these financial
statemnents.




g)

2.2

2.3

2.4

2.5

Grays Leasing Limited

Standards and amendments to published approved accounting standards that are not yet effective but
relevant

Following standards and amendments to existing standards have been published and are mandatory for the company’s
accounting periods beginning on or after 01 July 2009 or later periods:

TAS 1 'Presentation of Financial Statements' {effective for annual periods beginning on or after 01 January 2009), issued
in September 2007 revises the existing [AS 1 and requires apart from changing the names of certain financial
statements, presentation of fransactions with owners in statement of changes in equity and with non-owners in the
Comprehensive Income Statement. Adaoption of the aforesaid standard will only impact the presentation of the financial
statements,

I1AS 23 (Amendment) 'Borrowing Costs' {effective for annual periods beginning on or after 01 January 2008). It requires
an entity to capitalize barrowing costs directly attributable to the acquisition, construction or production of a qualifying
asset (one that takes a substantial pericd of time to get ready for use or sale) as part of the cost of that asset. On
adoption the option of immediately expensing those borrowing costs will be withdrawn. This change will not effect the
financial statements as the company already has the policy to capitalize its borrowing cost.

IFRS 7 {Amendment} 'Financial Instruments: Disclosures' (effective for annual periods beginning on or after ¢1 January
2009), This amendment has expanded the disclosures required in respect of fair value measurements recegnized in the
statement of financial position. Moreover, amendments have also been made to the liguidity nsk disclosures. Such
amendments are not expected ta have any significant impact on the company's financial statements other than increaze
in disclosures,

Thera are other amendments resulting from May 2008 and April 2009 Annual Improvements to IFRSs, specifically in 145
1 'Presentation of Financial Statements’, 1AS 7 'Statement of Cash Flows', TIAS 23 'Borrowing Costs, JAS 28 'Investments
in Associates’, IAS 36 Tmpairment of Assets' and [AS 17 'Leases’ that are considered relevant to the company's financial
statements, These amendments are unlikely to have a significant impact an the company's financial statements and
have therefore not been analyzed in detail.

'Standards, interpretations and amendments to published approved accounting standards that are not
effective in current year and not considered relevant

There are other accounting standards, amendments to published approved accounting standards and now
interpretations that are mandatory for accounting periods beginning on or after 01 July 2005 but are considered not to
be relevant or do not have any significant impact on the company’s financial statements and are therefore not detailed
in these financial statements.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, demand deposits, other short term highly liquid investments that are
readily convertible to knaown amounts of cash and which are subject to an insignificant risk of change in value and short
term borrowings under mark-up arrangements referred to in Mote 31.

Met Investment in lease finance

Leases where the company transfers substantially all the risks and rewards incidentzl to ownership of the assets to the
lessee are classified as finance leases. Net investment in lease finance is stated at an amount equal to the aggregate of

the minimum lease payments receivable, including any guaranteed residual value and excluding any unearned incame,
write-offs and provision for potential lease losses, if any.

Allowance for potential lease losses

The specific allowance for potential lease losses, if any, is made quarterly in accordance with the Securities and
Exchange Commission of Pakistan's Prudential Regulations for Non-Banking Financial Companies (SECP's Regulations for

MBFCs). In accordance with the SECP regulations, the company does not recognize income on financial assets which
have been classified,

Investments

Classification of an investment is made on the basis of intended purpose for holding such investment, Management
determines the appropriate classification of its Investments at the time of purchase.

Investments are initially measured at fair value plus transaction costs directly attributable to acquisition, except for
“"Investment at fair value through profit or loss” which is measured initially at fair value.

The company assess at the end of each reporting period whether there is any objective evidence that investments are

impaired. If any such evidence exists, the company applies the provisions of 1AS 39 'Financial Instruments: Recognition
and Measurement’ to all investments.

| 19
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Investment at fair value through profit or loss

Investment classified as held-for-trading and those designated as such are included in this categary. Investments are
classified as held-for-trading if these are acquired for the purpose of selling in the short term. Gains or losses on
investments held-for-trading are recognized in profit and lass account.

Held-to-maturity

Investments with fixed or determinable payments and fixed maturity are classified as held-to-maturity when the
company has the positive intention and ability to hold to maturity. Investments intended to be held for an
undefined period are not included in this ctassification. Other long-term Investments that are intended to be held to
maturity are subsequentiy measured at amortized cost. This cost is computed as the amount initially recognized minus
principal repayments, pius or minus the cumulabive amortization, using the effective Interest method, of any difference
between tne initially recognized amount and the maturity amount. For investments carried at amortized cost, gains and
losses are recognized in profit and loss account when the investments are de-recognized or impaired, as well as through
the amortization process.

Available-for-sale

investments intended to be held for an indefinite period of time, which may be sold in response to need for liquidity, or
rhanges to interest rates or equity prices are classified as available-for-sale,

Property, plant and equipment

Property, plant and equipment except for land and buildings are stated at cost less accumulated depreciation and any
dentified impairment losses. Buildings are stated at revalued amount less any subsequent accumulated depreciation and
subseguent accumuiated impairment losses. Buildings at Lahore and Karachi were revalued by an independent valuer
during the year ended 30 June 2007 on an open market basis. Additions subsequent to revaluation are stated at cost
less accumuiated depreciation and any identified impairment 0sses, Land is stated at cost less impairment 1oss, if any.

Depreciation ¢n all property, plant and equipment is charged to income by aoplying the reducing balance method
wherety the cost or revalued amount of an asset is written off over its estimated useful life. Depreciation is being
charged at the rates given in Note 10. Incremental depreciation representing the difference between actual depreciation
based on the revaiued carrying amount of an asset and equivalent depreciation based on the original carrying amount of
the asset i1s transferred from surplus on revaluation of fixed assets to unappropriated profits. All transfers to / from
surplus on revaluation of fixed assets are net of applicable deferred income taxes.

Cepreciation on additions ta property, plant and equipment is charged from the day the asset is available for use while
no gepreciation is charged from the day on which asset is disposed of,

The assets’ residual values and useful lives are reviewed at each financial year end, and adjusted if impact cn
depreciation is significant.

The company assesses gt each balance sheet date whether there is any indication that property, plant and equipment
may be impaired. If such indication exists, the carrying amounts of such assets are reviewed to assess whether they are
recorded in excess of their recoverable amount. Where carrying values exceed the respective recoverable amount,
assets are written down to their recoverable amounts and the resulting impairment loss is recognized in income
currently. The recaoverable amount is the higher of an asset's fair value less costs to sell and value in use, Where an
impairment loss is recognized, the depreciation charge is adjusted in the future periods to allocate the asset's revised
carrying amount over its estimated useful life,

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the company and the cost of the
item can be measured reliably. All other repair and maintenance costs are charged to income during the period in which
they are incurred,

Impairment

The carrying ammounts of the company’s assets are reviewed at each balance sheet date to determine whether there is
any indication of impairment. If such indication exists, the recoverable amount of such asset is estimated, An impairment
loss is recognized wherever the carrying amount of the asset exceeds its recoverable amount. Impairment losses are
recognized in profit and loss account. A previously recognized impairment loss is reversed only if there has been a
change in the estimates used to determine the asset's recoverable amount since the last impairment loss was
recognized. If that is the case, the carrying amount of the asset is increased to its recoverable amount. That increased
amount cannot exceed the carrying amount that would have been determined, net of depreciation, had no impairment
loss been recognized for the asset in prior years. Such reversal is recognized in profit and loss account.
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2.9
2.9.1

2.9.2

2.10

Grays Leasing Limited

Leases

Where the company Is the lessee:

Finance lease

Leases where the company has substantially all the risks and rewards of ownership are classified as finance leases.
Assets subject to finance |eases are stated at the lower of present value of minimum lease payments under the jease
agreements and the fair value of the assets,

The reiated rental obligations, net of finance charges, are included in liabllities against assets subject to finance lease as
referred to in Note 18,

Each lease payment is allocated between the liabifity and the finance charge so as to achieve a constant rate on the
balance outstanding. The interest elerent of the rental is charged to profit over the lease term.

Assets acquired under a finance lease are depreciated over the useful lives of the assets on a reducing balance method
at the rates given in Note 10. Depreciation on leased assets is charged to income.

Depreciation on additions to leased assets is charged from the day in which an asset is acguireg while no depreciation i3
charged from the day on which the asset is disposed of.

Where the company is the lessor:
Operating lease
Assets leased out under operating leases are included in property, plant and equipment as referred to in Note 10. They

are depreciated over their expected useful lives on a basis consistent with similar owned property, plant and equipment.
Rental income (net of any incentives given to lessees) is recognized on accrual basis over the lease term,

Staff retirement benefits
Defined benefit plan

The company operates a non-funded defined berefit staff gratuity scheme for its permanent employees who have
completed the qualifying service period of three years. Provision in respect of the scheme is made in accordance with
the actuarial recommendations. The latest actuarial valuation was carried out as at 30 June 2009.

Projected Unit Credit method was used for calculating the provision, based on the following:
Discount rate 12 percent per annum,
Expected rate of increase in salary level 11 percent per annum.

The company's policy with regard to actuarial gain / (loss) is to follow minimum recommended approach under IA5-19
'Employee Benefits',

The company is expected to charge Rupees 903,660 for gratuity in the next financial year,
Employees’ compensated absences

The company provides for liability in respect of employees’ compensated absences in the year in which these are earned.
Taxation

Current

Provision of current tax is based on the taxable income for the year determined in accordance with the prevailing law for
taxation of income. The charge for current tax is calculated using prevailing tax rates or tax rates expected to apply to
the profit for the year if enacted, The charge for current tax also includes adjustments, where considered necessary, to
provision for tax made in previous years arising from assessments framed during the year for such years,

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences arising from
differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax
bases used in the computation of the taxable profit. Deferred tax liabilities are generally recognized for all taxable
temporary differences and deferred tax assets are recognized to the extent that it is probable that taxable profits will be
avallable against which the dedudtible temporary differences, unused tax losses and tax credits can be utilised.
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Deferred tax is calculated at the rates that are expected to apply to the period when the differences reverse based on
tax rat_es that have been enacted or substantively enacted by the balance sheet date, Deferred tax is charged or credited
in the income statement, except in the case of items credited or charged to equity in which case It is included in equity,

Financial instruments

Financial instruments carried on the balance sheet include investments, security deposits, net investment in finance
leases, advances, other receivables, cash and bank balances, long-term financing, short-term bormowings, deposits an
lease contract, accrued mark-up, liabilities against assets subject to finance lfease, accrued and other liabilities. Financial
assets and liabilities are recognized when the company becomes a party to the contractual provisians of instrurment.
Initial recognition is made at fair value plus transaction costs directly attributable to acquisition, except for “financal
instrument at fair value through profit or loss” which is measured initially at fair value.

Financial assets are de-recognized when the company loses contral of the contractual rights that comprise the financial
asset, The company loses such control if it realizes the rights to benefits specified in contract, the rights expire or the
company surrenders those rights. Financial liabilities are de-recognized when the obligation specified in the contract is
discharged, cancelled or expired, Any gain or loss on subseguent measurement (except available for sale investments)
and de-recognition ts charged to the profit or loss currently. The particular measurement methods adopted are disclosed
in the individual policy statements associated with each item of financial Instruments.

Bormowings

Loans and borrowings from financial institutions and others are initially recorded at the proceeds received together with
associated transaction costs. In subsequent periods, borrowings are stated at amortized cost using the effective yiglhd
method. Finance costs are accounted for on an accrual basis. Transaction costs are amortized over the period of
agreement using the effective interest rate method.

Accrued and other liabilities

Liabilities for trade and other amounts payable are initially recognized at fair value, which is normally the transaction
cost.

Provisions

Provisions are recognized when the company has a legal or constructive obligation as a result of past events, it is
propable that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount can
De made. Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate.

Certificates of Investment

Certificates of investment are initially recorded at the proceeds received. In subsequent periods, these are stated at
amartized cost using the effective vield method. Finance costs are accounted for on an accrual basis.

Offsetting of financial assets and liabilities

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if the company has
a legally enforceable nght to set-off the recognized amounts and intends either to settle on a net basis or to realize the
asset and settle the liability simultaneously. Income and expenses arising from such assets and liabilities are also
accordingly offset.

Revenue recognition

Mark-up / return on investments and fund placements are recognized on a time propartion basis.

The company foliows the finance method in accounting for recognition of lease income. Under this method, the
unearned lease income, i.e., the excess of aggregate lease rentals and the residuai value over the cost of leased asset is
deferred and then amortized to income over the term of the lease, by applying the annuity method to produce a
constant rate of return on the net investment in Jease finance. Income on non-performing loans is recognized on receipt
basis in accordance with SECP regulations. Front-end fees, documentation charges and other iease related incorne are
taken fo income currently. Additional lease rentals being late payment charges on lease rentals are recognized on receipt
basis.

Changa in accounting policy

During the year the company has changed its accounting policy to recognize the additional lease rentals being the late
payment charges on receipt basis. Previously, these were recognized when the right to receive was established except
for charges due from classified customers which were recognized on receipt basis.
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Grays Leasing Limited

The change in accounting policy has been applied retrospectively and comparative has been restated in accordance with
the treatment specified in International Accounting Standard 8 (1AS 8). "Accounting Policies, Change in Accounting
Estimates and Errors”. Had there been no change in accounting policy, the figures recognized in these financial
statements would have been different as follows,

2009 2008
Rupees Rupees
Loss for the year would have been lower by 5,486,443 4,585,178
Other receivable would have been higher by 23,091,850 16,605,407
Equity would have been higher by 23,091,850 16,605 407

Commission and fees are taken to income when the service is provided,

Borrowing costs

Mark up, interest and other charges on borrowings are capitalized up to the date of commissioning of the qualitying
asset, acguired out of the proceeds of such borrowings. All other mark up, interest and other charges are charged to
income,

Related party transactions

Transactions and contracts with the related parties are carried out at an arm's |ength price determined in accordance
with comparable uncontrolled price method.

Foreign currency transactions

All monetary assets and liabilities in foreign currencies are translated into rupees at exchange rates prevailing at the
balance sheet date. Transactions In foreign currencies are transtated into rupees at the spot rate. All non-monetary
items are translated into rupees at exchange rates prevailing on the date of transaction or on the date when fair vaiugs
arg determined.

Exchange differences are included in income currently,

Share capital

Crdinary shares are classified as equity.

Dividend and other appropriations

Dihvidend distribution to the company's shareholders is recognized as a liability in the company's financial statements in
the period in which the dividends are declared and other appropriations are recognized in the period in which these are
approved by the Board of Directors,

2009 2008
Rupees Rupees
CASH AND BANK BALANCES
Cash in hand 8,017 8,420
With banks:
Balance with State Bank of Pakistan 35,751 20,694
Current accounts 1,256,385 1,158,636
Saving accounts (Note 3.1) 14,935,054 27,626,718
16,235,207 28,814,468

(Cash with banks in saving accounts carry mark-up ranging from 5 % to 6 % per annum (30 June 2008: 0.1% to 5.0%
per annum).
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2009 2008
Rupees Rupees
4. ADVANCES AND PREPAYMENTS
Advances - considered good:
Advance to employees 538,507 373,419
Others 1,234,530 976,520
1,773,037 1,350,048
Prepayments 626,382 523,190
2,399,419 1,873,238
5. OTHER RECEIVABLES
Considered good.
Advance income tax 923,680 891,174
Insurance and other claims 312,965 1,051,265
1,236,645 1,942,439
6. CURRENT MATURITY OF NON CURRENT ASSETS
Long term ican (Note 7) - 350,000
MNet investment in lease finance (Note 8) 763,478,523 541,025,043
763,478,523 641,375,043
7. LONG TERM LOAN
Considered good:
Long term loan - secured (Note 7.2) - 350,000
Less: Current maturity shown under current assets (Note 6) S (350,000)
7.1 Reconcliiation of carrying amount of loan to Chief Executive
Balance as at 01 July 350,000 900,000
Add: Disbursement = 575,000
350,000 1,475,000
Less: Repayments 350,000 1,125,000
Balance as at 30 June - 350,000
7.2 This represents loan of Rupees 2.0 million pravided to the Chief Executive of the company at mark-up rate of 7% per

annum. This loan was given to the Chief Executive for construction of his house after obtaining appraval from the
Securities and Exchange Commission of Pakistan and was secured against the mostgage of the said property and lien
marked over Chief Executive's retirement benefits and shareholding in the company. The loan has been fully repaid
during the year. Maximum aggregate loan amount outstanding at the end of any month during the year was Rupees

0.35 millicn {30 June 2008: Rupees 0.85 million).

B. NET INVESTMENT IN LEASE FINANCE

Lease rentals receivable
Add: Guaranteed residual value of leased assets

2009
Rupees

826,510,715
382,511,772

2008

Rupees

1,230,042,720
456,605,419

Gross Investment in lease finance (Note 8.1)
Less: Un-2arned finance income

1,209,022,487
(160,859,286)

1 686,648,135
(227,991,675)

Mat investment in lease finance (Note 8.1}
Less: Allowance for potential lease losses (Note 8.2)

1,048,163,201
(95,371,620}

1,458,656,464
(44,199,052)

Less: Current maturity shown under current assets (Note §)

952,791,581
(763,478,523)

1,414,457.412
(641,025,043)
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8.1.3
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GROSS INVESTMENT NET INVESTMENT IN LEASE FINANCE
2009 2008 2009 2008
Rupees Rupees Rupees Rupees
Less than one year 888,508,541 758,968,151 763,478,523 641,025,043
One year to five years 320,513,946 927,679,988 284 684 678 817,631,421
1,209,022 487 1,686,648,139 #HHB, 163,20] 1,458, 656,464

Less: Unearned finance income {160,859,286)

1,048,163,201

{227,991,675)
1,458,656,464

There are no lease contract receivables over five years. The Company's implicit rate of return on leases ranges from 8.0
% to 32.71 % per annum (30 June 2008: 8.0 % to 32.71 % per annum). The agreements are usually for a period of 3
to 6 years {30 June 2008: 3 to 6 years). In certain cases, in addition to leased assets the leases are secured against
personal guarantees and charge on properties of the lessee.

Analysis of net Investment in lease finance in respect of non-performing leases on which mark-Up 1s being suspended 15
given in note 34.1(b) . The non-performing leases are determined in accordance with the Non-Banking Finance
Companies and Notified Entities Regulations, 2008.

Net investment in lease finance includes Rupees 2.127 million { 30 June 2008: Rupees 4.683 million) due fram
associated undertakings.

2009 2008
Rupees Rupees
ALLOWANCE FOR POTENTIAL LEASE LOSSES
Balance as at 01 July 44,199,052 30,450,413
Add. Provisian for the year 51,172,568 14,693,480
Less: Provision written back during the year - (944,641)
51,172,568 13,748,639
Balance as at 30 June 45,371,620 44,199,052

LONG TERM INVESTMENT

Held to matunty

Investment in Pakistan Investment Borkls has been made in accordance with Regulation 14 (4) (i) of Non-Banking
Finance Companies and Netified Entities Regulations, 2008 in order to maintain liquidity against certificates of
investment issued by the company. These bands have a maturity period of 10 years and carry profit at the rate of 8%
per annum receivable semi annually.
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2009 2008
Rupees Rupees
11. SHORT TERM BORROWINGS
Short term borrowings - Secured
From banking company {(Note 11.1) 73,649,185 98,028,048
From financial institution - Morabaha facility - 33,000,000

11.1 This represents running finance facility obtained from The Bank of Punjab. This facility is secured against first parl

passu charge of Rupees 134 million ¢ver leased assets and related receivables of the company. The markup is payable
an guarterly basis at the rate of three months KIBOR plus 3% per annum with a floor of 10%. (30 June 2008; three
months KIBOR plus 3% per annum with a floor of 10%)

2009 2008
12. ACCRUED AND OTHER LIABILITIES Bapees Rupbes
Advance receipt against leases 962,784 3,570,851
Accrued liabilities 2,811,900 1,986,886
Income tax deducted at scurce 4{,808 11,355
Un-claimed dividend 777,785 777,785
Insurance premium and claims pavyable 1,988,937 2,728,569
Others 65,120 65,120
5:'5‘4?:334 9,150,566
13. ACCRUED MARK UP
Long term financing 8,152,420 11,120,633
Certificates of investrments (Note 13.1) 4,265,597 4,657,324
Short term borrowings 3,276,980 4,840,079
15,695,397 20,618 036
13.1 This includes Rupees 4,265,997 (30 June 2008: Rupees 4,657,324 ) payable to related parties. Mark up accrued on
certificates of investments includes Rupees 2,987,611 {30 June 2008 Rupees 3,079,905) being an amount due but
unpaid. 2009 2008
Rupees Rupees
14. CURRENT MATURITY OF NON CURRENT LIABILITIES
Deposits on lease contracts (Note 15) 240,856,555 86,707,552
Certificates of investment (Note 16) 40,500,000 58,500,000
Long term financing (Nota 17) 195,683,335 168,429,328
Liabilities against assets subject to finance lease {Note 18) 1,949,925 1,594,137
479,089,915 315,231,01/
15. DEPOSITS ON LEASE CONTRACTS
Balance as at 30 June 382,511,772 456,605,419
Less: Current maturity shown uncer current liabilities (Note 14) (240,956, 655) (86,707,552}
141,555,117 369,897,867
15.1 These represent the interest free security deposits received from lessees, st the rates ranging from (% to /0% (30
June 2008: 0% to 70%) of lease amount, against lease coniracts and are refundable / adjustable at the expiry /
termination of respective leases. 2009 2008
Rupees Rupees
16. CERTIFICATES OF INVESTMENT
Individuals (Note 16.2) 2,004,000 10,500,000
Other (Note 16.3) 40 000,000 50,000,060
42,000,000 50,500,000
Less: Current maturity shown under current liabilities (Note 14) (40,500,000) { 58,500,000}
1,500,000 2,000,000
16.1 The company has a scheme of registered certificates of investment for rasource mobilization . The term of these
certificates of investment ranges from one year to three years (30 June 2008: one year to three years) and expected
profit rate ranges from 11% to 15.89% per annum (30 June 2008: 11% to 12.53% per annum)
16.2 This includes certificates of investment of Rupees Nil (2008: Rupees 8,500 million) issued to related parties.
16.3 This represents certificates of investment issued to Anwar Khawaja Industries {Private) Limited - associated company.
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2009 2008
Rupess Rupsues
LONG TERM FINANCING
From financial institutions - secured
Aiskari Bank Limited (Note 17.1) 48300000  102.300.00C
The Bank Of Punjab {Note 17 2] 30,000,000 50,000,000
Saudi Pak Industrial And Agricultural investment Company Limited - 16,666 667
Mational Bank OF Pakislan (Note 17.3) 16 666,672 50,000,000
Maticnal Bank Of Pakistan (Note 17 .4) 50,000,000 75,000,000
144,966,672 293966 667
From financial institutions - unsegured - 10,0{1.000
Term finance certificales - secured (Nota 17.5) 150,000,000 240,000 400
Less Unamortised transaction costs (2,315,521) (3,184, 350)
147,684 479 236,815650
292,651 151 540,782, 3117
Less Current matunty shown under currant liabilities (Nole 14} (195,683,335) {168,429 37E)

EHTHE 37255060

This represents term finance facility of Rupees 275 million obtained for financing of leasing operations. This facllity is secured sgainst first pari passu
charge on |eased assets and lease rentals (present and future) of Rupees 383 million. Mark up is payable on quarterly basis al the rate of six months
KIBOR plus 2% per annum with a floor of 6% per annum (30 June 2008: six months KIBOR plus 2% with a fAoor of 6% per annum) The balance of
Rupees 48.3 million (30 June 2008: Rupees 102.3 millian} is repayable in guartery installments by July 2010,

This represents damand fnance facility for Rupees 100 millon obtained for financing of leasing operations. This is secured against first pan passu
charge on leased assels and related receivables for Rupees 134 million. Mark up is payable in amears on guarterly basis at the rale i iree mantns
KIBOR plus 2 9% per annum with a floor of 10% per annum {30 June 2008: three months KIBOR plus 2.9% per annum with & floor of 10% per annum).
The balance of Rupees 20 million (30 June 2008 Rupees 50 million) 15 repayable in 6 equal quartarly installments by December 2014

Thiz represents term finance facility for Rupees 100 million obtained for financing of leasing operations. This is secured against first par passu
hypothecation charge on leased assets and respective lease rental receivables of the company to the extent of Rupees 133.33 million. Mark up is
payshle on quaredy basis in arrears at the rale of three months KIBOR plus 2.50% per annum (30 June 2008: three months KIBOR plus 2.50% per
annum) The balance of Rupees 16.666 million (30 June 2008: Rupees 50 million) is repayable in 2 equal guarterly installiments by October 2009,

This represents lemm finance facility for Rupees 100 million obiained for financing of ieasing cperations. This is secured against first pan passu
hypolhecation charge on leasad assels and respective lease rental receivables of the company to the exlent of Rupees 133.33 million, The mark up is
payable on quarterly basis at the rate of three months KIBOR plus 2.25% per annum {30 June 2008: threa months KIBOR plus 2.25% per annum). The
balance of Rupees 50 million (30 June 2008: Rupees 75 Million] is repayable in equal quarterly installments by September 2010,

These represents pnvately placed term finance certificates issued to financial Institutions far financing of leasing operations and o repay existing high
rale barrowings. These are secured against first pan passu charge of Rupees 320 million over all present and fulurs receivables of the company . Profil
on these TFOS i5 payable on monthly basis at six months KIBOR plus 2 5% per annum with no floor and no cap, These are redeemable in 36 egual
manthly installments:.

2008 2008
Rupees Rupees
LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE
Fresent value of minimum |ease payments 2,63 844 3,614,959
Less Current maturity shown under cument liabilities {Note 14) (1,849 925) (1,554,137)

681,018 2,020,522

The minimum lease payments have been discounted at an implicil interest rate that ranges from 16.5%% to 21.04% per annum (30 June 2008: 9% to
16.69% per annum) to armive at their present value. The lease agreements carry renewal and purchase gption at the end of the lease term There are

no fGnancial rastrictions in the lease agreemants. Taxes, fepairs, replacements and insurance costs arg borne by the lesses, The amount of fulure
payments and the period in which they will become due are as under

2009 2008
PRESENT FPRESENT
MINIMUM FUTURE YALUE OF MINIMUM FUTURE VALUE OF
LEASE FINANCE MININILM LEASE FINANCE MINIMUM
PAYMENTS CHARGE LEASE PAYMENTS CHARGE LEASE
Rupess Rupees Rupees Rupees Rupees Rupees
Not |ater than 1 year 2.204,223 254,298 1,849,925 1,956,528 362,391 1,594 137
Later Ihan 4 year and nol later than 5 years 768.345 107 326 581 015 2,136,721 115,899 2,020,822
2 992,568 361,624 2,630,844 4,093 249 478,290 3,614,959
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2009 20408
Rupees Rupeaes
DEFERRED TAXATION
Defemed lax assets [ {liabilifies] ansing due to;
Acceterated lax depraciation {98 734 5448) (144.003,710)
Surplus an ravaluation of buildings (10,214,713) (10,752 329)
Tax losses 8,502 602 02622 344
Minirmum tax available for carry forward 12,153 669 13427 841
Liabilities againat asset subjedt to finance lease (B30.894) (SE0.6d2)
Provision for gratuity 1,346,040 1,337 RE3
(18,182 E44) I4E 248 813}
EMPLOYEE BENEF'T
The amounts recognised in the balance sheet are as follows!
Present value of defined beneft abligation {Note 20.1) 3,195,158 2,705,540
Lin-recognized acluanal gans | {Losses) 407 130 (123.089;
Benefits due but nat paid 235,500 233,500
Liabikty as &t June 20 3,545,822 3,821,951
Nel Liability as at July 01 3,821,951 3,085 485
Charge to proft and kiss account (Nole 20.2) 1,204 480 644 137
Paymenis 11,180,803 {212 668
Liabyhity as al June 30 3,845 828 3821351
0.1 The movement in the pressnt vaiue of defined benefit obligation is as follows:
Fresent value of dehned bansit obigaton 370,040 3.042 585
Curenl service cost 95,815 o4 B33
Interest cosl ddd 665 34 255
Benafits paid [1,180,603) 1412 EEE
Acluanal gam (53, 218) (73,815}
3,194,198 3,705,540
= e L
0.2  Charge to profit and loss account:
Current service cost 759815 A4 B33
Interesl cosl 444,665 04, 285
1.204 480 49132
2008 2006 2005
203  Present value of defined benefil oblgabon [Rupees) 3,199 164 1913438 2 04063 430)
Experience adjustment on obligation (4.3 % (243} % (1463 % (3.02) % 692 %
1. ISSUED, SUBSCRIBED ANC PAID UP SHARE CAPITAL
Fai 2008 20039 2008
Humbar of shares Rupess Rupeas
18,500 0 18,000 000 Ordinary shares of Rupees 10 each Rully paid up in cash 195,000,000 180,000,000
2000004 2,000,000 Ordinary shares of Rupees 10 each issued as fukly bonus shames 20,000 (X 20,000,000
21,500 (X 20,000 000 215,000,000 200,010 200
fra— s =S
211 Movement during the yearl
20,000 000 20,000,000 ALOT Juty
210,000 00 00, D00 D0
Ordinary shames of Rupees 10 each issued during the year ended 30 June 2008
1,500,000 - as fully pad nght shares 15000 000 .
21,500,000 20,000,000 At 20 June 215,000, 06K 200,000 000
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2009 2008
(Number of shares)

21.2 Ordinary shares of the company held by associated companies:

Grays of Cambridge {(Pakistan) Limited 7.999999 7.999 999
Anwar Khawaja Industries (Private) Limited 3,739,603 2,723,042
Grays of Cambndge Intemational UK 165,823 154,254

11,905,425 10.877.295

22. STATUTORY RESERVYE

This reserve is being maintained as per requirements of Regulation 16 of Part 11 of the Non-Banking Finance Companies
and Notified Entities Regulations, 2008.

23. SURPLUS ON REVALUATION OF BUILDINGS

This represents surpius on revaluation of buildings carried in the year ending 30 June 2007 adjusted by incremental
depreciation arising out of revaluation and deferred taxation.

2009 2008
Rupees Rupees
Cpening balance as at 01 July 19,968,610 21,019,590
Transferred to statement of changes in equity - nat of deferred taxation (998,431) (1,050,980)
Closing balance as at 30 June 18,870,179 19,968,610

23.1 Incremental depreciation represents the difference between actual deprediation on revalued buildings and equivalent
depreciation based on histerical cast of huildings.

23.2 Surplus on revaluation of property, plant and equipment can be utilized by the company only for the purposes specified
in section 235 of The Companies Ordinance, 1984,

24. Contingencies and commitments

24.1 Contingencies
Mil (30 Jung 20038: Nil)

24.2 Commitments

Lease contracts approved but not disbursed amounting to Rupees Nil { 30 June 2008. Rupees 40.403 million}.
Commitment for capital expenditures amounting to Rupees Nil { 30 June 2008: 0.12 million).

2009 2008
Rupees Rupees
25. INCOME FROM LEASE CPERATIONS
Finance lease income 91,969,469 129,583,642
Operating lease incomsa 3,415,012 8,317,470
Cocumentation charges 45,350 402,005
Additional lease rentals 6,318,097 4,516,641
101,747,928 42,819 758
26. OTHER INCOME
Processing fee and other charges 2,766,766 3,456,725
Profit on bank daposits 502,902 752,148
Profit on Pakistan investment bonds 800,000 800,000
Gain on sale of property, plant and equipment 481,535 92,344
Mark-up on loan to Chief Executive 16,282 50,186
4,567,489 5,151,403
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27. ADMINISTRATIVE AND OTHER OPERATING EXPENSES

Salaries, allowances and other benefits {(Mote 27.1)
Repair and maintenance

Rent, rates and taxes

Postage and telephone

Vehicle running expenses

Utilities

Legal and professional

Insurance

Fees and subscription

Traveling and conveyance

Printing and stationery

Auditor's remuneration (Note 27.2)

Entertainment

Advertisement

Newspapers and periodicals

Miscellaneous

Depreciation on property, plant and equipment {Note 13}

2009 2008
Rupees Rupees

17,882 470 18,322,044
977,002 635,856
932,010 936,576
834,947 1,084,197
1,801,704 2,020,414
670,974 825,980
1,747,764 2,076,401
330,292 721,651
988,253 1,175,457
345,168 196,870
333,811 635,469
470,300 418,720
318,635 324,621
91,539 144,670
23,817 33,336
134,759 80, 706
8,304,462 8,822,586
36,187,907 38,555,55(

27.1 These include Rupees 1,204 million {30 June 2008; Rupees (.949 million) charged in respect of gratuity as referred to
in Note 20 and Rupees 0.439 million (30 June 2008: Rupees 0.015 million) ¢harged in respect of compensated

absences.
2009 2008
Rupees Rupees
27.2 Auditor's remuneration
Audit fee 250,040 200,000
Half vearly review and other sundry certifications 150,000 150,000
Qut of pocket expenses 70,300 68,720
470,300 418,720
28. FINANCIAL AND OTHER CHARGES
Mark up on:
Long term financing 69,508,585 B1 068,782
Shart term borrowings 15,377,110 15,668,603
Certificates of ihvestments 7,156,148 8,690,403
92,441,843 109,428, /88
Financial charges on lease liabilities 624,009 467,517
Commission and other bank ¢harges 467,475 327,167
__ 93533327 __ 110,223,472
29, TAXATION
For the year:
Current {Note 29.1) 461,714 2,985,918
Deferred (30,065,969) (3,240,929}
Prior years:
Current 11,545,932 14,350,792
Deferred = (13,384,554)
_(I8,058323)  71%227

29.1 The company has carry forwardable tax losses of Rupees 225,436 million and provision for tax in the current year is
computed only on income from cther sources, therefgre, it Is impracticable to prepare the tax charge reconciliation for
the years presentad.
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33. REMUNERATION OF DIRECTORS, CHIEF EXECUTIVE AND EXECUTIVES

LOSS PER SHARE - BASIC AND DILUTED

L055 after taxation
Weighted average number of ordinary shares
Earnings per share - basic

Grays Leasing Limited

There is no dilubive effect on the basic earnings per share of the company.

CASH AND CASH EQUIVALENTS
Cash and bank balances (Note 3)

Short term borrowings from banking companies (Note 11)

2009 2008
Rupees (56,520,062} (15,267,727)
Mumber 20,027,233 17,940,000
Rupees (2.82) (0.85)
16,235,207 28 814,468
(73,649,195) (98 928,943)
(57,413,988) (70,114 480)

TRANSACTIONS WITH ASS0CIATED UNDERTAKINGS AND OTHER RELATED PARTIES

rhe related parties compnse associated undertakings, other related group companies, directors of the company and
ey management persannel, The company in the normal course of Dusiness carries out transactions with various related
parties, Detaill of transactions with related parties, other than those which have bDeen specifically disclosed elsewhere in

these financial statements are as follows;

Leases disbursed during the year

Lease rentals received

Financial charges paid

Cetificates of investments matured during the year
“ertificates of investments issued during the year

2005 2008
Rupees Rupees
- 2,000,000
£,323,410 1,500,940
7,072,250 3,952,368
40,300,000 51,200,000
40,000,000 40,200,000

Ll transactions with related parties have been carried out on commercial terms and conditions.

The aggrenate amolnts charged in these financial slalements for remuneralion, including all benefits to the Chief executive and executives of the company a®e

a5 iollows

2008 i
CHIEF CHIEF
EXECUTIVE ERRBTAE EXECUTIVE EAERVTHIR !
Rupees Rupees Rupess Rupses
wianagenal remuneration (Note 33.1) 1,670,508 22227 2953021 3815677
Bonus 50,000 140,125 {25,000 219,040
House rent 501 333 346 017 800,000 1445471
Litilifes 125,333 307 567 SO0 000 361,368
Medcal 14610 44 707 141501 35481
Leave ensashment 250,000 319,583 - :
211,784 3580916 4 219 527 5,673,847
Post employmant banefis
(Sratuity - 333,335 RRFRL 765,133
2,711,784 4,314 251 4.752 490 6,441,130
Humber of persons 1 4 1 B

331 Included in the managenal remuneration of the chief execulive is Rupees 417 175 (30 June 2008; Rupess $53.017) being tax bome by the company an his

salary

33.2 The chief executive of the company has been provided with a company maintained vehicle, Free group life and medical insurance has been provided to chief

execulive and all executives of the company.
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4. FINANCIAL RISK MANAGEMENT

34.1 Financial risk factors

(&)

The

company's aclivities expese it to a variety of financial risks: market risk (including currancy risk, inferest rate risk and other prise rsk. . credit risk and

hquidity risk, The company's overall risk management programme focuses or. the unpredictability of financial markets and sees to mnimize patential advarse
efiects on Ihe financial performance,

Risk management is carried oul by the Board of Directors {the Board), The Board provides principles for overall risk managerment, as wel as paloies covaring
specific areas such as currency nisk, olher price risk, interest rate risk, credil nsk and liquidity risk.

Market risk

(1

i)

i)

34 |

Currency risk

Currency risk is the fisk that Ihe fair value or futurg cash flows of a financial mstrument will fuctuate because of changes in ‘ore gn exchange raes
Currency risk anses mainly from future commercial iransactions of receivables and payables that exist due to transactions in foreign currencies

Currently, the company is nol expased to cumency nsk because there are no receivables and payaties in foreign currency at balance shee date

Interest rate risk

This represents fhe risk that the fair value or future cash flows of a financial instrument will fluctuate because of changas in markel interest rates.

The risk arises when there 1s a mismatch in the financial assets and financial liabilties which are subject to interest rale adjustment within a epecified

period. The company's interest rale risk arises mainly from net investment in finance lease, cedificates of investment, liabilities againsl assels subject to
finance lease, long term financing and shart term borrowings.

nferest rate gap is the common measure of interesl rate nsk. A positive gap occlrs when morg financial assets than financial liabilibes are subject i rate
changes dunng a prescnbed penod of ime. A negative gap cccurs when financial liabilities exceed financial assets subect to rate changes during a
preseribed period of time,

Al the balance sheet date the interest rate profile of the company's interest beanng financial instruments was:

2004 2008

_ Rupees Rupees
Fixed rate instruments
Financial assets:
Paksstan Investment Bonds 10,176, 98¢ 10,176,986
Long lerm loan . 350.000
Finaricial liabilities:
Subordinated loan - 15, (g 0ad
Certificates of investment RO Q0C SC0. 00
Floating rate instrumants
Financial assats
Bank balances- saving accounils 14,935 0R4 27 828 716
Net invesimeant in finance leass - net off potential lease fpsses 952,791,581 1414457 412
Financial liabilities
Short term barowings 73,649,185 131828 4B
Certificates of nvesiment 41 500 0 a0 200, 200
Long term financing 294,566,672 543,966 597
Llabllities against assats subject fo finance lease 2,630,544 1514 958

Effective mterest rales on these financial insliuments are disclosed in the respective notes,

Fair value sensitivity analysis for fixed rate instruments

The comparny does nol account for any fixed rate financial assets and Habilities at fair value through profit or loss Therefore, 3 change in iv'erest rate af
the balance sheet dale would nol affect profit or ioss of the company,

Cash flow sensitivity analysis for variable rate instruments

{ interest rates at the year end date, fluctuales by 1% higher { lower with all other variables hald constant, loss after taxation for the year would have been
Rupeas 3.350 million (30 June 2008: Rupees 7.0¢6 million) lower / higher, mainly a5 a result of higher ¢ lower inlerest expense on floating rals financial
instruments. This analysis is prepared assuming the amounts of financial instruments oulstanding &t balance sheet dales were outstanding for the wrole
year,

Other price risk

Cther price nsk represents the risk thal the fair value ar future cash flows of a financial instrument will fluctuate because of changes in market prices lother
than those ansing from interest rate risk or comrency risk), whether those changes are caused by factors soecilic to the individual financial instrument cr s
issuer, or factors affecting all similar financial instrument traded in 1he market. Currently, the comsany is not exposed o other phce risk.
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(b} Credit risk

Crecit risk represents the risk thal one pary Yo a financial instrument will cause a financial loss for the other party by failing to- discharge an obiigaticn. Credil
nsk 15 crucial for the company's business, therefore management carefully manages its exposire to credit sk, The company has established ceedit palces
and procedures 1o manage credit expasure including evaluation of lease, credit worthiness, credit apprevals, assigning credit imits, obtaining securities s.c7
as lien on e on leased assels, security deposits, personal quarantess and mongages over properies. Further, exposure to credit risk 1s being manaced
thraugr reqular aralysis of the ability of lessees and potential lessess lo mest repayment obligations. The company has ciear policies in place 1 identily earty
warring sqnals and to initiate appropriate and Ymely remedial actions.

T~a maximum excosure to credit risk at the reporiing date was as follows:

2009 2008
Rupees Rupees
Bark batances 16,227 1490 28,805,048
Zher eceivabies 312.565 105" 268
LSFO B Dan - 350,000
Net reestment ir lease fnance G52 791 6" 1414 457 812
Larg terr inves Tents 10,176,986 10,176 38
Land tanT Seurty denosits J83 A7 AT Ak

330,452 204 1465718193

The compaty is erqaged primarly in leasing operations, therefore its credil risk anses mainly from net investment in finance lease. Classificatcn of be:
svesiment ~ finarce leases on the basis of lease neither past due nor impaired, past due but not impaired and impaired 1s a3 ohows:

| 200 2008 i
Hus R Personal Corporate Personal Corporate

Net investment in finance [ease Rupees Rupees Rupees Bupees
Neiher pasl due nor impaired 1538285 203 850 985 39 704 621 395 834 514
Past dus up "o 89 days but not impaired 14 872 408 273,355,958 47 204 751 536 £6a 015
Tpared

Pas: dug &0-179 days 4,161 973 51173218 12,370,255 147 434 608

Past due 180-364 days 7 652781 134,268 806 9,273,262 73591 5a3

Past due J63-729 days 10,792 473 147 483 326 11.082.249 108,264 55

Past cue more tzan 729 days b 439 545 192 531 473 3096 762 83,030 326

29046772 525,457 B23 622528 402 521 230

ol 45 458 435 1,002, 704,766 123531900 1,335, 24,554
Less: Prov.sicn lor potential lease losses 3,024 &77 02,346 943 1509 458 42,6849 534
Net investment in finance lease - net off polential lease losses 42,433,756 910,357 843 122022842 1292435

Rentals cverdue by 1 day but fess than 90 days are considered past due, but not impaired.

Rescheaules leases have been monitored as per Non-Banking Finance Companies and Notified Entifies Reguiations, 2008 issued by Securities and
Exchange Commission of Pakistan before setting to regular status. These cases are being kepl under continuous review. Provision for potential iease
losses is incorporated in the books of account on the basis af Regulation 25 of the Non-Banking Finance Companies and Notified Entities Regulations
2008,

The credit qualty of financial assels that are neiher past due nor impaired can be assessed by reference to external credit ratings (i avalable) or 1
historical information about counterparty default rate, Cue to the company's long standing business relationships with thase counterparties ang after g.ving
due consideration to their strong financial standing, management does not expect non-performance by these counter parties an their abiigations tc the
company Accardingly, after providing proviston against doubtiul receivabies. credit nsk 1s minimal,

Concentration of risk

Concentration of credit nisk arises when a number of counter parties are engaged i similar business activities or activities n the same geegrapnic region or
have smilar economic features Ihat would cause their ability to meet contractual obligalions to be similarly affected by changes in economic, political or other
conditions. Concentration of credit risk indicates the relalive sensitivity of the company’s performance to developments affecting a particular industry cr
geographic location. The management is of the view thal # is not exposed W significant concentration of credit nisk as its financial assels are adequately
diversified in organizalions covening various industnal seclors and segments. Sector-wise break-Up of lease portiolio is given below:
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a) Sector wise concentration of net investment in finance lease

Lease portfolio e i
Rupess % Rupees Y
Industrial sectors
Chemcal. fertilizer and pharmaceuticals 51748272 454 55,155,355 h.5d
Cement 67 670.817 646 a4 510415 BT
Canstnuction af 718 226 351 a7 143,294 152
Energy. ol and gas 73,851,279 7105 14177 78} [
Food, tobacco and beverage 516431514 4,93 BG.815 736 4 58
eather, footwear and tannenes 13,513,212 129 28165043 A4
Faper and board 14,979 763 1.43 20.709.531 " 42
Rubber and plastic 11522855 140 15672517 07
Senvices 52,272 041 4.09 %4,992 617 i
Sieel, engineering and automehile 47 453 375 453 44 £34 fag 318
Sugar and alhed 32,787 873 313 41314 345 et
Surgical 2514086 024 8.578 934 0.59
Testle and allied 225,220 212 2149 277999 521 16.06
Trading 8921672 257 56,627,138 368
Transport and communication 144 350,443 1377 195,266 457 13.38
Individuals and others 173,994 517 16.60 264 BES 947 1816
1 048 163,201 10,60 1.458, 656 454 10000
Segment by publiciprivate sector n T
Pubhc / govemament - - - :
Private 1,048 161 201 10006 1,454 656 4€4 1000
b} Geographical concentration of net investment in finance leage
The company only does business within Pakistan and geographical exposure is wilhin the Country,
(¢} Concentration of netinvestment in finance lease by type of customars,
2009 2008
Rupees Rupees
Personal 45,458 435 123,53 w0
Comorate 1.002 704 766 1.335 124 hod
1,048,163 201 1. 458 655 404
(c)  Liquidity risk

Liguidity nsk is the risk that an entity will encounter difficully in meeling obligations associated with financial liabililies,

The company manages liquidity risk by maintaining sufficient cash and the availability of funding through an adequate amount of commitied cred faciities. Al
3 June 2009, the company had Rupees 26.350 million available borrowing limits from financial institufions and Rupees 16.235 million cash and badk
balances. Management believes the fiquidity risk to be fow. Foliowing are the conlraclual maturities of financial iabilities, including interest payments. The

amount disclosed in the table are undiscounted cash flows:

Contractual maturities of financial liabilities as at 30 June 2009

Carrymg Contraclud 6 month or less B-12 month 1-2 Year Mok than:2
Amount cash Rows Years
-— -—RUPEES>¥———————
Short term borowings 73,649 145 74,637,050 T4 B37.080
Arorued and other liabililies 5643742 5,643,742 5,543 742
Creposits on lease contracls JH2 511772 Je2 51177 140,775,252 100181403 112055100 25500017
Cerificates of mvesiment d2 0N K0 43 568 410 42174 214 1,734,156
Long ferm financing 445 881,216 204 033513 136,809 599 104,978,704
Liakilties against assets
subject to finance lease 2 530,944 2502 568 1.485 517 1,055,716 B45 324 143 a0
801,402 325 455,634,758 426,639,214 280 220 922 219472 525 23643037
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4.3

Contractual maturities of financial liakiities as at 30 June 2008

Grays Leasing Limited

ii:“":l'l:? i:::?;‘: ::j & manth or less E-12 month 1-2 Year MD:,:'::" : i
RUPEES - ——mermmeeee

Shart term barowings 131 528 b4k 146.744.473 T3 16215 115528154
Subordinaled loan 15,000 00 15631 648 15,631,844
Lecrued and other liabilities 5,060 B0 5568 JEQ 5,568,360 - -
Ceposits on lBase contracts 456, 605,419 45E 5054148 40 695,268 46,012,284 133,905,910 L R
Certificates of nvestment B0,500,000 A2 10T 345 B0 726,523 10.771.507 6 315
Lang term financing 043,566 E67 620.202 45 160,931,233 159 759,831 162,771.274 106,740,507
Liabilities against assels
subyect to finance lease 3514058 4003244 991,158 465,370 2,136,721

1,217,184 353 1,312,853,340 307,660,710 333,137 146 329513220 — 142 642 264

The contractual cash flows relaling to the above financial labilities have been determined on the hasis of interest rates / mark Up rates effeclive as al 30 June

Fair values of financial assets and Babilities

The carrying values of all financial assets and liabilities reflected in financial statements appraximate their lair values, Fair value is determined on Ihe basis of

gbjective evidence al each reporting dale,

Financial instruments by categories

As at 30 June 2009

Assets as per balance shoet
Casn and bank balances

Other recevables
MNelnvosiment in lease finance
Lang term investmants

Long term secunty deposils

Liabilities as per balance sheet

Sher term horrpwings

Accrued and other habilies

Accrued mark-dp

Depnsts on lease contracts

Carfizaes of investment

Long lerm finanging

Liabilties agansl assels subrect 1o inance leasa

Az at 30 June 2008

Assetls as per balance sheel
Cash and bank halances

Other receivablas

Net investment in lease inance
Long term investments

Long term secudty deposits

Liabilities a5 per balance sheel

Zhoe tarm bomewangs

Subord naled gan

sbcrued ang olbwer aoilces

AccniEd mark-up

Dapacls or wase cordracls

Cervicates of nvestment

Long ter financing

Latw.tes against asses subjed to inance lease

Loans and .
Total
EEER Held to maturity o
RUFEES
16,235,207 16,235 207
321,965 427 BEY
ge2 791 581 052,791 £8°
. 10,176 985 10,176,586
Ug3.482 9g3 4872
970 332 235 1@ - 980 509 221
Financial liakilities at amortized cost
RiJFE =5
73649 195
SoddFdz
15,595 347
382511772
42 0000060
294 966 672
Z2.630.944
a17.0497 7 2d
~oans and Held te maturity Total
recaivablas
RUPEE5-
8 814 468 . ZBH14 468
1,051,265 - 1,051,265
1414 457 417 - 1414 457 412
- 10,176,986 10176 S8
BYT 482 - Bri4a?
1.445 200,627 10,176,486 1.455 377 B13

Financial liahifities at amortized cost

131,925,545
15.000.2C]
5568 360
20518 03¢
455 603 414
60, 500 00%
542,962 OB
3,614,955

1,237,802 3B
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35, CAPITAL RISK MANAGEMENT

The company's objectives when managing capital are Lo salequard the company's ability to continue as a going concem in arder to provide reluins for shareholders and
benefits for ther stakehoiders and to maintain an optimal capital struclure to reduce the cost of capilzl. In oroer 1 maintain or adjust the capial struclure, the comzany may
adjust the amount of dividends paid to shareholders, issue new shares or sell assets 1o reduce deht. It is the policy of the company to maintain a strong capital base 50 3s
mainkain investor, creditor and market confidence and to sustain fulure development of the business. The impact of the level of capital on sharehalders' retum is also
recognized and the company recognizes the need fo maintain 3 balance between the higher returns that might be possible with greater gearing and tre advantages and
security afforded by a sound capital position, Consistent wilh others in Ihe induslry the company moniors the capital structure on the basis of gearing ratio.

The ratio Is calculated as borowsngs divided by total capital employed. Borowings represent certificates of investment, porrowings fram financial institutions 2rd 'abililies
against assels subject o finance Jease as refemed to in Nole 11, 18, 17 and 18. Totat capital employed ncludes equity and subordinated Inars as shown n he Dalance
sheet, plus bormowings. The gearing ralio as at year ended 30 June 2008 and 30 June 2008 are as follows:

2009 2008
Barrowings Rupees 413,246,611 7E5.010,574
Tolal equity Rupess d02.1%1.297 242 632 928
Total capital employed Rupees 615.358,10g 097 643 502
Caaariag ratio Percentage €&  F
36. Matunties of assets and liabilities
2009
TorAL | UPTOONEMoNTH | IR DEHONTH i OVER ONE YEAR | ovem rve vear bopahind
Rupees Rupees Rupees Rupees Rupees Rupegs
Assets
Lash and bank balandes 16,235,207 16,235,207
Agvances and prepayments 2,399,419 626,382 1772037
Gther recetvables 1,236,545 1,236,645
Met investment i kease finance 952,791,581 187 730,635 575,747 888 189,313,058
Long term ivvestments 10,176,986 176,385 - 19,000,000
Lo term security deposits 984,442 GH3, 482
Property, plant and equipment 89,373,230 - 89,373, 20
1,073,156 550 204,769,210 678,757,570 190,206, 540 19,000,000 59 373,230
Liabilities
Short term borrowings 73,644,195 73,649,195
Deposits on lease contracts 382 511,772 3977615 236,579,040 141,535, £17
Certificates of investment 42,000,000 . 411,500,000 1,500,000 -
Lovig term financng 243,631,151 34,016,667 161,666,668 40,907 816
Liabilities against assets subject to
finance lease 2,630,944 144,292 £,805,633 681,019
Accrued and other habulities 6,647 134 £,582,214 B5,120
Accrued mark-Up 15,655,397 14417011 1,278 36
Frovision for taxation 14,300,604 14,300,604
Deferred taxation 18,182 81 18,182,844
Employee benefi 3,845,828 3,845,828
852,115,004 132,785, 9% 456,595,456 240,703,952 18,182 B44 3,845,828
Net Dalance 221,081 476 71,982 216 122,162,114 (50,407,412 (8,182,B4) RS, 527 462
Shareholder's equity 221,081 476
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2008
OVER ONE MONTH | OVER ONE YEAR NONM FIXED
TOTAL UP YO ONE MONTH TO DNE YEAR TC EIVE YEAR OVER FIVE YEAR MATURLTLES
Rupees Rupees Rupees Rupees Rupees Rupess
Rssets
Zash and bank balanges 25,814,468 28,814,468 o
Advances dnd prepayments 1,873,238 1,756,980 116,258 v
Dthes recenables 1047 438 1,821,887 120,552 s
Met reestiment m wass finande 1,414,457 412 187,730,635 453,294,408 773,432 364
Long term investments 10,176,586 176,586 10,13, 000
Long terr secutity Ceposis a77.482 877 4R2
Long term loans and aovances 350,000 50,000 A0 00X -
Fropery, dlant and equipment 37,397,083 . - U7 397081
!,555,859,108 <20,350,956 453,131 218 274,304 BS1 10, 000 (e 97,3973
Liabilities
shaort term borrowings 131,978,948 33,000, 0 98,528,948 -
“uboreinated dnan 15,000 (00 15,0000 QH}
Depusits on lease conlracts 456,605,415 3977615 82,725,437 369,897 BGY?
Certificates of jnvestment 60, 500 600 &8, 500, LA < 000, tHE)
Long term firancing T4, 7482 317 15,083 333 152 745 995 372, 352,989
Liai:lines agamst assets sabiect o
tnance lease 3.514,559 123,598 1,470,13% 2020822
Artrued and other jiatlties G, 154,566 90048 482 52 {164
Acryed mark-op 206148 036 - 20,618,036
Fravison for f@xation 3016561 - 3016561
Deferred taxabion 48,248,813 - - 44, 248 813
Emphoyee benelit 3,821,951 = - 3,821,951
1,433 287,570 51,873,428 433,071,700 F46,271,678 44 248 813 3,521,951
Net balance 262,601,538 158,477,548 40,759,218 28,038,173 (38,248,813} 83,375,132
Snareholder's equity 252 BO1,538
37, EVENTS AFTER THE BALANCE SHEET DATE

34.

39.

Grays Leasing Limited

ihe Board of Directors of the company have not proposed any appropriations in the ther meeting held on 06 October 2009.

DATE OF AUTHORIZATION

These financial statements have been authonzed for issue by the Board of Directors of the company on Ob Oclober 2009.

CORRESPONDING FIGURES

Corresponding figures have been re-arranged wherever necessary for the purpose of companson. However, no signficant rearrangements
have been made, except for advances and prepayments and other receivables which were previously grouped under the heading of
advances, deposils, prepayments, accrued interest and other receivables. This change has no effect on net loss for the years presented

Chief Executive

Hobt— favns Bimmnc

Director

Director
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PATTERN OF SHAREHOLDING

AS ON JUNE 30, 2009

Categories of Shareholders Shares Held Per‘-‘ﬁf:’}tﬂge
Directors, CEOQ and their spouse and minor children
Mr. Paul Douglas Gray 40,552 £0.19
Mr Khawar Anwar Khawaja 1,131,018 5 26
Mr. Abdul Rashid Mir * 288,510 1.34
Mr Neil Douglas Gray 500 0.00
Mr. Khawaja Zak-ud-gin 21,500 010
Mr. Muhammad Tahir Butt 334,222 1.55
Mr. Khurram Anwar Khawaja 1,230,333 SW
Mrs. Nuzhat Khawar Khawaja 476,312 2.22
Mrs. Nadira Rashid Mir 20,704 010
Mrs. Khadeeja Khurram 575 840 2.68
Mrs. Farcgh Tahir Butt 282 236 1.31
" Resigned on 11th September 2009
4,401,727 20.47
Associated Cmpanies, Undertakings and related
parties
Grays of Cambridge (Pak) Ltd 7.989 999 37.21
Anwar Khawaja Industries {Pvt) Ltd 3,739,603 17.39
Grays of Cambridge International UK 165,823 .77
11,905,425 55.37
NIT and ICP Nil NIl
Banks, Development Finance Institutions, Non-Banking
Finance Institutions Nil Nil
Insurance Companies NIl Nil
Modarabas and Mutual Funds Nl Nil
Shareholders holding ten percent or more voting interest in
the company Nif Nil
General Public
Local 4 944 871 23.00
Foreign 47 977 0.22
4,992,848 23.22
Others {Joint Stock Companies) 200,000 0.93
Total 21,500,000 100.00
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PATTERN OF HOLDING OF THE SHARES HELD BY THE
SHAREHOLDERS OF GRAYS LEASING LIMITED
AS AT JUNE 30, 2009

o Tom
Shareholders | From |  To |  Shares Held
78 1 500 17093
95 501 1000 67633
58 1001 5000 172851
17 5001 10000 119359
11 10001 15000 120564
6 15001 20000 102432
15 200071 25000 328943
4 25001 30000 111290
4 3000 35000 133332
1 35001 40000 40000
g 40001 60000 445440
1 60001 30000 66666
5 90001 100000 487025
4 100001 120000 439156
3 12000 130000 378400
1 13000 160000 140000
3 16000 205000 547489
1 205001 240000 242187
3 240001 350000 905058
2 400001 485000 892337
1 48500 900000 575840
3 900001 2500000 3427303
2 2500001 8000000 11739602
T I N 5







Grays Leasing Limited

GRAYS LEASING LTD.

14TH ANNUAL GENERAL MEETING

FORM OF PROXY

This form of Proxy, in order to be effective, must be
completed and deposited at the Company’s registered
office at 701-A, 7th Floor, City Towers,
6-K, Main Boulevard, Gulberg-ll, Lahore not less than
48 hours before the time of holding the meeting. A proxy
must be a member of the Company.

1We
of peing a member of GRAYS LEASING LTD.
Registered at Folio No holder of

Ordinary shares hereby appointed Mr./Mrs./Miss

who I1s also a member of the Company, as my/our proxy in myfour absence to attend and vote
for me/us and on my/our behalf in the annual general meeting of the Company at 701-A, 7th Floor,
City Towers, 6-K, Main Boulevard, Gulberg-ll, Lahore on October 30, 2009 at 11.00 a.m or at

any adjournment thereof.

As witness my/our hand this day of 2009
Signed by the said In the presence of
Date (Member’s Signature)

Affix Rs. 5/- revenue
stamp which must be
canceled either by
signature over it or by
some other means

Place (Witness Signhature)
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