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'vision, mission & core values)

VISION

To become a leading DFI as HUB of investment actwities for Pakistani & Chinese entrepeneurs through our in depth market knowledge.
Providing Innovative financial solutions tnrough exceptional people. efficient processes, innovative solutions and customer relationship.

Focus on bringing Chinese investrent, Technology and know hovy tot Pakistan by conducting Road Shows and preparing Pitch books. Allowing
Pak China Investment Company to be used as a platform for investment decisions in entering the Pakistani market.

MISSION STATEMENT

As a Focused Development Firancial Institution we excel in our mission. Our business spans over Financial Manufactuning, Real Estate,
Energy. Infrastructure, Information Technology and Agriculture Sectors.

Our Mission 1s to:

Be a Channel of investment flow by becoming prime advisors for investors from Pakistan and China.

Identify and Capitalize on oppartunities in Pakistan by leveraging on Chinese technology. financial resources and entrepreneurial
expertise.

Act as a catalyst of success for our customers- by responding to their needs and develop a lasting Relationship.
Create a culture of performance integrity and efficiency where productivity performance and innovation are the hallmarks.
Build state-of-the-art tecnnology platform and applications.

Produce exceptional results while keeping within acceptable risk levels.

CORE VALUES

At Pak China Investment Company Limited. we live by our Values, whch determine our business and personal conduct. we ensure that these
values are siserminated and are understood by each one of us in their letter and spint.

We vsork with integrity, professionalism, passion, dedication, creativity and have a one point agenda of desired results.

We respect individuals and therr views and understand diversity of our culture.

We are honest in our communication, we mean what we say and we don't say what we don't mean.

We regard success and satisfication of our customers as our reward.

We value our leadership and foster its development.

We put team’s interest of ours and work as a cohesive team.




corporate information)
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director's profile

DR. HAFEEZ SHAIKH [ CHAIRMAN ]

Mr. Shaikh, an eminent economist of Internaticnal repute, has over 30 years exoerience in economic policymaking
management and implementation. An elected Senator from Sirdh Province. he 1s presently serving as the
Federal Minister of Finance of Pak'stan. Fis professonal achievements expand in both pubcc and privace
sectors. As a senior official In Warld Bank, Mr. Snaikh has advised 21 centuries in all major emerging regions
of Asia, Africa Europe and Latin America. His previous government appointments include provincia. ministry of
finance In Sindh and Federal Ministry of privatization enc investment in Pak stan. In both tnese places, he has
left his mark with hign performance Inducing greater orovincial fiscal discipline and executing recora number
of privatization transactions in transoparent fashion. Prior to fis current eppaintment, Mr. Shaikn was working
as a General Partner of an international US-basec investment company. An economics graduate ram Bosten
University, USA, Mr. Shaikn has also abtained PhD in economics fram the same university.

MR. ZUO KUN [ DIRECTOR |

A nominee of China Development Bank (CDB). Mr. Zuo has over 13 years experience in varous benking areas.
Presently, he 1s working as Chief Operating Officer of CDB Capital. He has served both at orencn end head
office levels in COB. Mr. Zuo has worked in credit administration and asset restructuring cepartiments. His
other key apoointment includes Secretary of Genera. Office Secretanat i1 COB. He 1s a finance graduate
from China Financiel Acacemy. Be/jing.

MR. GU YENING [ DIRECTOR |

A nominee of China Development Bank (CDB), Mr. Gu has 23 years of diverse work experience in engineering
and financial sectors. He Is currently the kead of Pakistan Working Group of COB. He sterted n's career in
Ministry of Rallway, where he worked in area of project bidding, technical ana cost engineering and project
management. After raillway he jained CDB, where ne served in senior capacity In various orancies. His key
areas of respansibilities include credit evaluation anc management and laan inspection. A cvil engineer by
gualification. Mr. Gu has obtained nis engineering degree from South West Jiaotong University.

MR. ABDUL WAJID RANA [ DIRECTOR]

A nominee of Ministry of Finance (MoF ), Mr. Rana, an officer of District Management Group. has 32 year of
administrative and public policy experience. Currently. ne is the Federal Secretary of Economic Affa rs Division
In Government of Pakistan. In his illustrious civil service career, he has viorked at different governmental
levels in provinces and federal capital. His key area of work incluge ecministration of criminal justice
homeland security and counter terronism. fiscal decentratization, econorr ¢ reforms. and puctc policy at
strategic and tactical (evels. poverty reduction strategy at tne national ana sub naticnal levels ana public
sector development. An author of various publications, Mr. Rana has extensive demestic and overseas training
exposure. Besides his Masters degree in political science, Mr. Rana has obtained degrees in the areas of law,
finance and business administration.




MR.CAO WEN JIANG [ MANAGING DIRECTOR |

Mr. Cao was appointed Managing Director of the Company in May 2011. He nas a diverse financial sector
experience of over 2/ years. Prior to his current appointment, he was working as the directar of China
Development Benk (COB) for Scuth American Region. Mr. Cao started his career from China Investment
Bank, whareby he joined CDB in 1938, Though his lang career, ne has been working in various areas at branch
and heao office levels. Besides his domestic banking experience, Mr. Cao has extensive senior level working
exposure In Latin America. His major work areas Include cred ¢, approval and international business. Mr. Cao
is a graduate from Shandong Teacher's University.

MR. JAVED MAHMOOD [ DY. MANAGING DIRECTOR |

Mr. Mahmood joinec the company as Deputy Managing Director in February 2011 His illustrious career
in corporate sector spans over 45 years. Mr. Mahmood has diverse warking exposure at senior levels In
commercial banks, Development Finance Institution and power sector. His last appaintment was Chief
Executive Officer of Hub Power Company. the largest Independent Power Producer of Pakistan. He has
also worked as Group Chief at National Bank of Pakistan, the biggest bank of the country. Mr. Mahmood has
attended numerous domestic and International seminars on finance and banking related topics. He has
also presented various papers an financial market development in Pakistan. Mr. Mahmood 1s a graduate from
Punjab University. Lahare.

MS.SHAZIA KHAN [ COMPANY SECRETARY ]

Ms. Shazia holds more than 8 years of experience. She Is a corporate lawyer by profession. Prior to joining
PCICL she worked with NCHD (National Commission for Human Development), Mahmood Awan & Partners
(legal & corporate advisor) and Business & Industrial Insurance Company Limited in the capacity of
Company Secretary.
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'the management|

CHIEF FINANCIAL OFFICER

HEAD OF CORPORATE
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Mr. Qi Feng

Mr. Tarig Mahmood

Mr. Munir Barlas

Mr. Anjum Abbas

Mr. Sohail Khan

Mr. Napbeel Abbas

Ms. Yasmin Akbar

Mr. Khanzada Arslan Khan







'chairman’s review

| am pleasec to present the f fth audited Annual Accounts of
the Company for the year encec Decemper 31, 2011

During the period under revew, the Company nas shown
improvement in 1ts orofitability along with credit extension to
various sectors of the economy. Key perfarmance highlights for
the year are as under:

[ Net nierest income increased from Rs. 865 million to
Rs. 943 million.

[ Profit before tax increased from rs. 862 million to Rs. 858
million.

[ Equity ncreased frem Rs. 10.477 billion to Rs. 11.028
billion. thus the Company 1s fully compalint of MCR of
SBP.

[ Crec't rating was maintainec at AA by Pakistan Crecit
Rating Agency Limitec.

Most of DF s are supplementing their income streams through
seceandary trading In volatile equity market which remains
a restricted area for PCICL. Pak Cnina remains in the sphere
of develogment finance of Infrastructure develcoment and
project financ'ng to those projects which fulfill the need of
cur company. Portfolio cancentration. as in 2010, has remained
In pawer sector. However, 1t 1s striving to diversify its sector
exoosures among other econcmic sectors. The Company 1s n
process of formulating medium to long term strategic Business
p.an In the lght of joint Venture Agreement and SBP s
directions. Tne Company s exploring vendors for aquirng
Integrated software to minimize risks anc be como.aint with
besel Il regime

ECONOMICS OUTLOOK

Pakistan s economy managed to grow by 2.4 percent in FYI11
despite devastating floods in the year 2010. One fifth
of the countrys agrculturat heartland was 1nundated,
which interrupted production processes and disrupted the
subsequent supply of botn labor anc capital. It 1s extimated
that 6.6 million of Pakistan s labor force was out of work for
2 to 3 months, and capital stock worth USS 2.6 billion (1.2
oercent of GDP) was lost.

Wnile the international response to the devastation was
oelow expectyations, 1t is commendable that the government
was able to address these challenges despite severe fiscal
constraits. Furthermore, the inherent resilience of the agri
sector allowed 1t to post a bumper wheat crop in the rabi
season and sizable production of minor crops (potato, onion.
pulses. etc.), Which sparheaded the revival.

Although the agriculture sector managed to overcome the
floods and posted real growth of 1.2 percent (double what had
been posted in FY10). the manufacturing sector suffered a
serious setback. Industrial growth was negative 0.1 percent in
FY11, due to flood drniven supply chain interruptions; prolonged
power outages: and reduction In gas supplies. However,
Pakistan s external debt remain comfortable, especially
within the context of the acute problems facing the Eurozone.

One must realize that Pakistan s current account balance in
FY11 was positive for the first time in six years, and ompart
coverage IS still e healthy 266 weeks. The trage dificit
narrowed to USS 11.2 billion. Rapid urbanization is putting the
available insufficient infrastructure under enormous pressure
and causing environmental debacles of great magnitude.
Serious risks of irreversible damages are present due to air
and water pollution, mis management of solid waste and
destruction of gregile ecosystems. implementation of the
climate cnange programme under Tenth Five years plan will oe
carried out through coordinated efforts.




BOARD & MANAGEMENT COMMITTEES

To share the load of activities, the board constituted three boarc
committees namely:

Audit Committee
HR Committee
Risk Management Committee

Apart from abave, following three management committees are
working:

Credit Management Committee (CMC)\
Management Committee (MANCom)

Asset Liabliity Committee (ALCO)

LOOKING FORWARD

With the settingup of China Advisory Department, PCICL 1s
looking forward to expand its reach in meeting its founding
objective of enhancing mutual economic  cooperation.
Financial intermediation will remain the core business area
of the Company. However, PCICL Is like to take advantage of
the burgeoning trage between our two countries under the
infulence of favorable tariff regime of Free Trage Agreement
(FTA). As soliciting outward investment remains a long drawn
process, our China Advisory arm will be engaged in providing
trage Intermediation services that can be initiated early. In our
opinion, substantial gap exist for intermediation services in
information exchange and match making areas. China Advisory
will serve this nich through reaching out to trage bodies and
businesses engaged in mutual economic interations.

In the coming Year, Domestic companies and joint ventures
will remain the target clientele for our financial intermediation
services. However, PCICL will remain committed to support
projects with chinese element on pronity. PCICL Is expecting to
book quality assets ahead after thorough due diligence. Besides

Interest income, 1t will strive to generate healthy fee income
through advisory and arrangement services. Treasury will be
sustaining a prudent portfolio comprising mainly of government
securities. PCICL will be focusing on adopting innovative approach
to solicit ennanced trage and investment flow between our two
brotherly countries.



ACKNOWLEDGEMENT

I would like to thank the Board of Directors, the State Bank of Pakistan and the Securities and Exchange Commission of Pakistan for
thier help, support and guidance. | thank the management of the Company for thier sincerity. dedication and commitment. | also thank
the financial instituations, clients and the shareholders for the trust and confiderce reposed in the Company.

/
Islamabad DR.ABDULHAFEEZ SHAIKH
March 26, 2012 Chairman







| director’s report]|

On benalf of our Board of Directars, | hereby present with pleasure the Director’s Report of Pak China Investment Company Limited along
with its fifth annual audited accounts for the year ending December 31, Z011.

PERFORMANCE HIGHLIGHTS

Financial performance of PCICL for tne year ending Jecember 31, 2011 1s as under:-

P &1, FIGURES DECEMBER, 11 DECEMBER, 10 DECEMBER, 08
Net Interest Income [ Rs.943(m) [ Rs.866(m) [ Rs.817(m)
Non Interest Income [ Rs133(m) [ Rs.176(m) [ Rs.1387(m)
Profit befare tax [ Rs.868(m) [ Rs. 862 (m) [ Rs. 790 (m)
Profit after tax [ Rs.514(m) [ Rs.560 (m) [ Rs.514 (m)
EPS (PXR) [ Rs.057 (m) [ Rs. 062 {m) [ Rs. 0.65 (m)
BALANCE SHEET FIGURES DECEMBER, 11 DECEMBER, 10 DECEMBER,09
Assets [ Rs. 11178 (m) [ Rs. 11,634 (m) [ Rs. 10941 (m)
Advances [ Rs.4438(m) [ Rs.5309(m) [ Rs.4698(m)
Investments [ Rs. 4,078 (m) [ Rs. 3,100 (m) [ Rs. 3,158 (m)
Equity [ Rs.11059(m) [ Rs.10.477(m) [ Rs.9851(m)
Assets Advances
g e zocs. TN 4606 |
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BANKING SECTOR REVIEW

The asset base of the domestic banking system witnessed
strongest growth since 2007 amid robust increase in investments,
predominantly in government papers. Deposits were up by Rs.
515 billion, thanks to the stellar inflow of workers, remittances.
Banking system remained the main conduit for financing the
fiscal deficit, particularly commercial banks as government
shifted its barrowings away from state Bank. Accordingly, share of
net investments In banks, assets further inched up to 34 percent,
with share of net advances sliding down to 439 percent.

Ouring the period under review, the asset base of the Development
Finance Institutions (DFls) managed to grow margnally by 4
percent, primarily on account of stronger growth in investments.
Share of advances In total assets remained intact (around 35
percent), though at significantly lower level than what DFIs nature
of business would warrant. Moreover, higher provisioning on account
of growing NPLs reduced industry profits when compared with tha
same period last year DFls solvency ratios (CAR of 56.7 percent)
have been significantly better than those of banks (14.1 percent),
suggesting ineffective utilization of therr strong capital base.

OPERATIONAL OVERVIEW

As evident from the aforementioned figures, Pak China Investment
Company Limited has made strides in all financial indicatars. Portfolio
concentration, as in 2010, has remained in power sector. However, It Is
striving to diversify Its sector exposures among other economic Sectors.
The Company 1S in process of formulating medium to long term strategic
Business plan in the Light of joint Venture Agreement and SBPs direction.
The Company 1s exploring vendors for acquining integrated software (o
minimize risks and be compliant with Basel Il regime.

CREDIT RATING

The Pakistan Credit Rating Agency (PACRA] has assigned the
Company the long term and short term entity ratings of AA
(Double A Minus) and Al+( A One Plus) respectively. These

ratings denote a very low expectation of credit nsk emanating
from the highest capacity for timely payment of financial
commitments.

PATTERN OF SHAREHOLDING

Tne Pattern of Shareholding Is as under:-

Shareholders Shareholders
Ministry of Finance, Government of Pakistan 50%
China Development Bank 50%

CORPORATE & FINANCIAL REPORTING
FRAMEWORK

The Directors are pleased to declare that:-

[ These financial satements, prepared by the Management,
present fairly its state of affairs, the result of its opperations,
cash flows and changes In equity.

[ Proper pooks of account of the Company have oeen maintained.

[ Appropriate accounting policies have been consistently applied
in the preparation of finarcial statements and accounting
estimates are based on reasonable and prudent judgment.

[ International Accounting standards, as applicable in Pakistar,
have been followed In the preparation of financial statements
and any departure from thern has been appapriately disclosed.

[ Tne system of internal control 1s based on design and has
been effectively implemented and monitored.

[ There are no doubts regarding the company s ability to
continue as a going concern.

[ There nas teen no matenal departure from tne pest
practices of corporate governance.



STATEMENT OF INVESTMENT OF PROVIDENT FUND

As per un-audited financial staterments dated December 31, 2011, investment of provident fund stands at Rs. 12.170 million.

BOARD MEETING

The numbers of board meetirgs held during the year ended 31st December, 2011 were two (2) and attendance therein by the
Directors in as pelow:-

Name Designation Meetings Attended
Dr. Abdul Hafeez Shaikh Chairman [ 2
Mr. Caa Wen Jiang MD [ 1
Mr. Lu Huan Sheng Ex-MD/Director [ 1
Mr. Chen Jianbo Ex-MD [ 1
Mr. Javed Mahmood DMD [ 1
Mr. Sibtain Fazal Halim Director [ 1
Mr. Abdul Wajid Rana Director [ 1
Mr. Gu YeNing [ 1
Mr. Zuo Kun [ -

CHANGE IN DIRECTORS

Tnere were certain changes in the Board of Directors during the period under review. Mr. Lu Huan Sheng was appinted as Director by COB
in place of Mr. Xia Qing and lazer made MD by replacing Mr. Chen Jianbo in Februar, 2011. However, he was replaced by Mr. Cao Wen Jiang
in May, 2011 Mr. Zuo Kun was made non executive director 10 place of mr. Fan Xun by CDB. Mr. Javed Manhmood was appinted as OMD/
Executive Director by Finance Division and Mr. Gu YeNing was appinted as Non Executive director by COB. Mr. Siptain Fazl Halim, the
Director, retired from Government service and the Finance Division nominated Mr. Abdul Wajid Rana as Director of Company:.




AUDITORS

Ou- present auditors, M/s KPMG taseer Hadi & Co. charterec Accountants have completad thier five years tenure and are now un-eligible for
re-appintment under Code of Corporate Governance. The Board Audit Committee has suggested to the Board for the appintment of M/s Erst
& Young Forc Rhodes Sidat Hyder & CQ as the new External Auditors of PCICL for the year 2012,

ACKNOWLEDGEMENTS

The Board expresses Its gratitude for the support and commitment extended by its main sponsars, Ministry of Finance, Government of Pakistan
and China Development Bank. We also appreciate the efforts undertaken by the management and employees of the Cornpany for estaslishing
its mark in the financial sector. Tne Board is also grateful for the continuous guidance provided by state Ba~k of Pakistan and Securities &
Exchange Commission of Pakistan.

%j\_*/

CAO WEN JIANG JAVED MAHMOOD
Managing Director Denuty Managing Director




review report to the members]

[ On Statement of Compliance with best
practices of code of corporate governance

We have reviewed the Statement of Compliance with the best
nractices contained In the Code of Corporate Governance prepared
by the Board of Directors of Pak China Investment Company
Limited to comply with regulat on G 1 of Prudential Regulations
for Corporate/commercial Banking 1ssued by the State Bank of
Pakistan.

Tne responsiaility for compliance with the Code of Corporate
Governance I1s that the Board of Directors of tne Company. Our
responsibility 1S to review, to th2 extent where sucn compliance
can be ob ectively venfied, whether the Statement o Compliarce
reflects the status of the Company's Compliance wath the
nrovisions of the Coce of Corperate Governance and report, If it
does rot.

Areview 1s imited primarily to nquires of the Company personal
and review of varous documents prepared by the company to
comply with the Code. As part to our audit of financial statement
we are required to oblain an understanding of the accounting and
rternal control system sufficient to plan the sudit and develop
and effective audit approach. We have not carried out any special
eview of the internal control system to enable us to express
an opinion as to whether the Boards statement on internal
control covers all contrals and the effectiveness of such internal

Islamabad
March 26, 2012

controls. Based on out review, nothing has come to our attention,
which causes us to believe that the Statements of Compliance
does not appropriately reflect the Company’'s compliance. 1n all
materal respects, with the best practices contained in the Code
of Corporate Governance as applicable to the Company for the
period ended December 31st, 2011.

WO T orece. e B

KPMG Taseer Hadi & Co.
Cnartered Accountants
Engagement Partner
Muhammad Rehan Chughtai




'statement of compliance with the

code of corporate governance for
the period ended dec 31, 2011

This statement is being presented to comply with the Code of Corporate Governance framed by the securities & Exchange Commission of
Pakistan, Which was made applicable to the company through Regulation G-1 of the Prudential Regulations far Corporate/ Commercial
Banking 1ssued by the State Bank aof Pakistan.

The Company has applied the principles contained in the Code in the following manner:

1 The Board of Directors of the Company 1s apppinted by the Government of Islamic Republic of Pakistan {GoP). represented by Ministry
of Finance (MoF ). and the peoples Republic of China through China Development Bank (CDB). Under joint Venture Agreement dated
July 18th 2007, Mof and CDB both will appaint three directors each on thier benalf for a term of three y2ars. A total of six directors have
been appinted accordingly out of which four are non-executive directors and two are executive directors.

2 The Directors have confirmed that non of them 1S serving as a director In more then ten listed companies, including this company,.

3 The resident directors of the Company have confirmed that they are registered as tax payers and none of them has defaulted in pying
of any loan to a banking company. a DF1 or an NBF I or being a member of a stock exchange. has been declared as a defaulter by that
stock exchange.

4 No casual vacancy occurred on the Board during the period ened Dec 31, 2011

5 The Company has prepared a "statement of Ethics and Business practiees” which is signed oy all tre directors and emploees of the
company.

6 The Board has developed a vision / mission statement, an overall corporate strategy, a business plan and significant policies.

7 All the powers of the Board of Directors have been duly exercised and ecisions on matelal transactions. inclucing appointment and

determination of remuneration and terms and conditions of employment of the Managing Director (MD/CEQ) & Deputy Managing
Director (DMD) have been taken by the Board.

8 The meetings of the Board were presided over by the Chiarman. The Board met twice during the period. Written notices of the Borad
meetings, alongwith agenda & working papers were circulated at least seven days before the meetings. The minutes of the meetings
were also appropriately recorded and cirulated.

9 The directors are conversand with the relevant laws applicable to the company. its policies and procedures and provisions of
memorandum and article of association and are aware of thier duties and responsiblites. The Directors would be discussing the
corporate governance requirements of the DFIs as required by the State Bank of Pakistan Prudential Regulations during the period.

10 The Board has appoved the appintment of Chief Financial Officer (CFO). Company Secretary and Head of internal Audit and as
authorized by the Board their remuneration and terms and conditions of employment were determined by the CEO.

11 The Company established the internal Audit Department.

12 The Director's report for the period has been prepared in compliance with the requirements of the Coce and fully descries the salient
matters required to be disclosed.
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The Company's financial statements were duly endorsed by CEQ and CFO before approval by the Board.

The Directors, CEQ and Executives do not hold any interest in the shares of the Company.

Tne COmpany has complied with all other corporate and financial reparting requirements of the Code.

Tne Borad formed and audit committee and terms of reference of the said committee were as approved by the Board of Directos.

Although a formal orientation course has not been conducted. the directors of the company have been appraised about thier
respansibilites relating to the Code of Corporate Governance.

The Statutory Auditors of the Company have confirmed that they have been given a satisfactory rating under the quality control
revievs program of the Institute of Chrtered Accountants of Pakistan, that they or any of the partners of the firm, thier spouses and
rminor children do not ho.d shares of the Company and that the firm and all its partners are iIn compliance with international Fedration
of Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of Chrtered Accountants of Pakistan.

The Statutory auditars of the persans assoclated with them have not been appinted to provide other services except in accordance
witn the listing regulations and the auditors have confirmed that they have observed IFAC guidelines in this regard.

We Confirm that all othar material principles contained in the Code have been complied with.

All related party transactions entered during the year wee at arm's length basis and these have been placed befare the Audit
Cornmittee and the Borad of Directos. These transactions are duly reviewed and approved by the Audit Committee and Boarc of
Oirectars.

ARl | \’%gk:,if

/

DR. ABDUL HAFEEZ SHAIKH CAO WEN JIANG
Chairman Managing Director/CEO
Islamabad: Marcn 26th 2012
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financial statements|

[ For the Year Ended December 31st, 2011

AUDITORS' REPORT TO THE MEMBERS

We nave audited the annexed statement of financial position of Pak China Investment Company Limited (“the Company”) as at December 31,
2011 and related profit and loss account, statement of comprehensive income, cash flow statement and statement of changes in equity together
vith the notes forming part thereof (here In after referred to as the financial statements’) for the year then ended and we state that we have
obtained all the information and explanations which, to the best of our knoviledge and belief, were neccessary for the purposes of our audit.

It1s the responsibility of the Company's management to establish and maintain a system of internal control, and prepare and present the above
said statemeant in conformity with the approved accounting standards and the requirements of the Companies Ordinance, 1984. Our responsibility
is to express an apinior on these statements based on our audit.

\We conducted our audit In accordance with the Interrational Standards on Auditing as applicable in Pakistan. These standards require that we
plan and perform the audit to obtain reasonable assurance about whetner the financial statements are free of any material misstaternent. An
audit includes examining, on a test basis, evidence staporting the amounts and disclosures in the financial statements. An audit also incluces
assessing the accounting policies and significant estimates made by management, as well as evaluating the overall presentation of the financial
staternents. We believe that our audit provides a reasonable basts for our opinion and, after due venification, we report that:

a Inour opinion, proper books of account have beer kept by the Company as required by the Companies Ordinance, 1984;

b Inouropinion:

I The statements of financial position and profit and loss account together with the notes thereon have been drawn up in conformity
with the Companies Orcinance, 1984 and are 1n agreement with the books of account and are further in accordance with accounting
palicies consistently applied:

Il the expenditure incurred during the year was for the purpose of the Company's business; and
! the nusiness conducted, nvestrents made and the expenditure incurred during the year were in accordance with the objects of the Company:

¢ nour opinion and to the best of our Information and according to the explanatiors given to us, the statement of financial position, profit
and loss account, statement of comprenensive income, cash flow statement and statement of changes in equity together with the notes
forming part tnereof conform with approved accounting standards as applicable in Pakistan, and give the information required by the
Companies Ordinance, 1984 1n the manner so required and respectively give a true and fair view of the state of the Company’s affairs as
at December 31,2011 and of the profit, its cash flows and cnanges in equity for the year then ended; and

di inour opinion no zakat was deductable at source under the Zakat and Ushr Ordinance, 1860 (XVIil of 1980).

WONG, T 2. S Ho—

Istamadac KPMG Taseer Hadi & Co.

Marcn 26, 2012 Chartered Accountants
Engagement Partner
Muhammad Rehan Chughtai




| statement of financial position

[ as at December 31, 2011

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Acvances

Fixed assets

Deferred tax assets

Otner assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Subordinated loans

Liaoilities against assets subject to finance lease
Deferred tax Liabilities

Other liabilities

NET ASSETS

REPRESENTED BY

Share capital

Reserve

Advance against issue of shares
Unappropriated profit

Surplus / (Deficit) on revaluation of assets - net of tax
CONTINGENCIES AND COMMITMENTS

The annexed notes | to 34 form an integral part of these financial statements.
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2011
RUPEES

1491,717,118 |
23,226,506 |
583,954,255 |
4,077544,264 |
4437660212 |
176,177,287 |
3470790 |

384,565,310 |
11,178,315,742 |

- |
106,873,755 |
-]
"]
-

12,220,140 j

119,093,895 |

11,069,221,847

9,116,400,000 |
388,411,071 |
-]
1563,644,283 |

11,058,455,354 |

766,493 |

11,069,221,847

Director

2010
RUPEES

1.399.836.094
8,736.067
1,264,139.593
3.099.786.748
5,308.893.009
180565507
3.043 945
368,958,964
11533956927

1.132.259.095

24,487,667

- L156.756.762

10.477.203.165

(1.851.362)

LOA7/2‘”3 ’Bu




profit and loss account|

[ For the Year Ended December 31, 2011

Mark-up / return / interest eamed
Mark-up / return / interest expensed
Net mark-up / interest income

Provision against non-performing loans anc advances
Provision for diminution in the value of investments
Impairment loss on available for sale investments
Bad debts wnitten off directly

Net mark-up / interest income after provisions
NON MARK-UP / INTEREST INCOME

Fee, commission and brokerage income
Dvidend income

Fxchange gain / {loss)
Gain on sale of secunties

Unrealised gain / (loss) on revaluation of investments classified as held for trading

Other incorne
Total non mark-up / Interest incorne

NON MARK-UP / INTEREST EXPENSES

Administrative expenfeg

Provision against lending to financial institutions
Other charges

lotal nor mark-up / interest expznses

Extra ordinary / urusual items

PROFIT BEFORE TAXATION
laxation - Current

-Prior
- Deferred

PROFIT AFTER TAXATION
Unappropriated profit brought forveard

Praofit available for appropnatior

Basic anc ciluted earnings per share

NOTE

181

8.9

85

[
[
[
[
93 |
[
[
[
[
[
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[
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[
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l
[
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1

The appropriation of profit availanle 1s set out In the statement of changes inequity.

The arnexed notes | to

%)k v

Managing Director

form an integral part of these financial statements.
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//_

Director

|
|
353,904,802 |
|
}
]

2011
RUPEES

1,312,685,528
(47,665,953)

1,265,019,575

60,929,000

|
J
{
175,398,653 |
]
85,600,000 |
- |

]

321,927,653
943,091,922 |

8.900,625

]
-]
63159372 |
60,312,850 |
|

1,064,468 |

133437315 |

208,403,408

}
-]
521,000 |
208924408 |
-]

867,604,829

334,461,262
21,280,000
(1,836.460)

513,700,027

1,142,684,261

1,656,384,288

057 |

Director

2010
RUPEES

1.252,143,235
(283.898,690)

968,244 545

41,360,577

60,800,000

102,160,577
866,083,968

16,708,068

(39,020.927)
198,697,196

939.14/

176223484

180205244

621

180.205.865

862.101,587

316,829.241
(69,383.238)
54,289,552

301,735,950
560,366,032

694,391,435

1254.757.46/7

0.52

Uirector



statement of comprehensive income

[ For the year ended December 31, 2011

NOTE 2011 2010
RUPEES RUPEES
Profit after tax for the year | 513,700,027 560.36E.032

TOTAL COMPREHENSIVE INCOME FOR THE YEAR [ 513700,027

The annexed notes 1 to 34 forman integral part of these financial statements.
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cash flow statement|

[ For the Year Ended December 31, 2011

NOTE

CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation

Adjustments for:
Depreciation
Amortization
Provision for gratuity
Provision against non-performing loans and advances
Provision for diminution in the value of nvestments
Impairment loss

(Profit) / loss on disposal of operating fixed assets including write off

Decrease/ (Increase) In operating assets
Lendings ta financial institutions

Advances

Others assets (excludmg advance taxation)

Increase/ (decrease) in operating liabilities
Borrowings
Other Lizbilities (excluding curent taxation)

Gratuity paid
Income tax paid

Net cash from / (used in) operating activities
CASH FLOW FROM INVESTING ACTIVITIES
Net investment in ‘available-for-sale' secunties
Net investrent in ‘held-to-maturity’ secunities
Capital expenditure

Sale proceeds of property and equipment disposed-off
Net cash (used in) / from investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Advance against issue of shares
Net cash flow from financing activities

o 23

The annexed notes | to 34 form an integral part of these financial statements.
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Managing Director Director

2011
RUPEES

[ 867,604,829 |

11,512,903
1,566,722
4,115,883

175,398,653

60,929,000

86,600,000

. (6300)
1,206,711,690

680,185,338
695,834,144
7722458
1,383,741,940

(1,025,385,340)
(1,253,683)
(1,026,639,023)

(4,586,040)
(389,623,754)
(394,209,794)

[ 1169,604813 |

(1,120,259,048)

{

{ (8,681,404)
[ 6,300
[ (1,128,934,150)

[ 65700800
| 65,700,800

[ 106,37.463 |
| 1408572161 |

[ 1514943624 |

Director

2010
RUPEES

862.101.587

12,455,905
1,060,640
5.069,114

41,360,577

£0,800.000

76829
982.924.652

(19.110563)
(713591.022)
(148,690.373)
(881.391.958

156,574,595
19522642
15809723/

(3.334.885)
_ (338029756)
(341.364.641)

(8L.734710)

1,558,588
56,570.250
(6.609.724)

. 279,000
51798114

65,700,800
00,800

35,764,204
1.372.807.957

1.408,672,161

uirector

NS



statement of changes in equity

[ For the year ended December 31, 2011

SHARE STATUTORY ~ UNAPPROPRIATED ADVANCE TOTAL
CAPITAL RESERVE PROFIT AGAINST ISSUE
OF SHARES
(RUPEES)

Balance as at January C1, 20.0 0.457,200.0C0 173587.850 694.391.435 2.527.788.400 9.852,987,635
Tozal comprehensive income for the year . . 560,333,032 - 550,365,032
Transfer to statutory reserve - 112073208 (112.073.208)
Transaction with owners recognised directly 1 eguity
Advance against 1ssue of shares (note 15.4) - - - 85,702,833 85,700,800
Balance as at Decemoer 31, 2C10 __6.457.200.000 285,67..068 1142684260 7593/1&?1,21@ :_'j,fx79,354,57£
Balance as at January 01, 2011 6.457,200,000 285,671,066 1,142,684,261 2593499200  10,479,054,527
Total comprenensive Income for the year - - 513,700,027 - 513,700,027
Transfer to statutory reserve . 102,740,005 (102,740,005)
Transaction with owners recognised directly in equity
Advance against issue of snares (note 15.4) - - . 65,700,800 65,700,800
Advance against 1ssue of snares converted to eguity 2,659,200,000 - - (2,659,200,000)
Balance as at December 31, 2011 9,116,400,000 388,411,071 1553644283 . ll,058,455,351

‘%)k‘/ AM/M,—’L @}1’;{

Managing Director Director Dir ctor Director




notes to the financial statements

[ For the Year Ended December 31, 2011

STATUS AND NATURE OF BUSINESS

Pak China Investment Company Limited ("the Company”) was incorporated in Pakistan as a limited company on July 27, 2007. The
registered office of the Company 1s situated at 13th Floor, Saudi Pak Tower. Blue Area, Islamabad. The Company is a 50:50 joint
venture between the 'Government of China'" and ‘Government of Pakistan' through China Development Bank and Ministry of Finance
respectively. The objective of the Company Is to invest in infrastructure projects, both directly and through establishment of various
subsidiary companies.

The Company has commenced business after obtaining Certificate of Commencement of Business from Securities and Exchange
Commission of Pakistan ("SECP") on 02 November 2007 and permission to commence business from State Bank of Pakistan on 10
January 2008. The Federal. Government of Pakistan specified the name of the Company for the purposes of section 3(A) of the Banking
Companies Ordinance, 1962 on 15 December 2007.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan. Approved
accounting standards comprise of such International Financial Reporting Standards (IFRS) 1ssued by the International Accounting
Standards Board as are notified under the Companies Ordinance, 1984, provisions of and directives issued under the Companies
Ordinance, 1984 and the directives issued by the State Bank of Pakistan (SBP). In case requirements differ, the provisions of and
directives issued under the Companies Ordinance, 1984 and the directives issued by SBP shall prevail. 35

International Accounting Standard 33, "Financial Instruments: Recognition and Measurement”, International Accounting Standerd
40, "Investment Property” and International Financial Reporting Standard 7."Financial Instruments: Disclosure” are not applicable to
banking companies in Pakistan. Accordingly. the requirements of these standards have not been cansidered in the preparation of these
financial staternents. Hovrever, investments have been classified and valued in accordance with the requirements prescribed by SBP
through various circulars.

Forthcoming accounting standards/ interpretations

The following standards. amendments and Interpretations of approved accounting standards will be effective for accounting periods
peginning on or after 01 January 2012:

IAS 27 Separate Financial Statements (2011) - (effective for annual periods beginning on or after 1 January 2013). IAS 27 (2011)
supersedes IAS 27 (2008). Three new standards IFRS 10 - Consolidated Financial Statements, IFRS 11-Joint Arrangements and IFRS
12- Disclosure of Interest in Other Entities dealing with IAS 27 would be applicable effective 1 January 2013. IAS 27 (2011) cames
forward the existing accounting and disclosure requirements for separate financial statements, with some minor clarifications. The
amendments are not expected to impact the current transactions of the Company.

IAS 28 Investments in Associates and Joint Ventures (2011)- (effective for annual periods beginning on or after 1 January 2013).
IAS 28 (2011) supersedes IAS 28 (2008). IAS 28 (2011) makes the amendments to apply IFRS 5 to an investment, or a portion of an
investment, in an associate or a joint venture that meets the critena to be classified as held for sale; and on cessation of significant
influence or joint control. even If an investment in an associate becomes an investment in a joint venture. The amendments are not
expected to impact the current transactions ¢f the Company.

IAS 19 Employee Benefits (amended 2011)- (effective for annual periods beginning on or after 1 January 2013). The amended IAS 19
includes the amendments that require actuarial gains and losses to be recagnised immediately in other comprehensive income: this
change will rernove the corridor metnod and eliminate tne ability for entities to recognise all changes in the defined benefit obligation
and in plan assets In profit or loss, which currently 1s altowed under IAS 19; and that the expected return on plan assets recognised
in profit or loss Is calculated based on the rate used to discount the defined benefit abtigation. The Company does not plan to adopt
this change early and the extent of the impact nas not been determined.

Presentation of Items of Other Comprehensive Income {Amendments to IAS 1) - (effective for annual periods eginning on or after



31

32

33

34

41

42

1 July 2012). The amendments require that an entity present separately the items of other comprenensive income that would be
reclassified to profit or loss in the future If certain conditions are met from those that would never be reclassified to profit or loss. The
amendments do not address which items are aresented in other comprehensive income or which items need to be reclassified. The
requirements of other approved accounting standards continue to apply In this regard. The amendrrents are not expected to impact
the current transactions of the Company.

Offsetting Financial Assets and Financial Liabilities (Amendments to IAS 32) — (effective for annual periods beginning on or after 1
January 2014). The amendments address inconsistencies in current practice when applying the offsetting critenia in 1AS 32 Financial
Instruments: Presentation. The amendments clarify the meaning of ‘currently has a legally enforceanle right of set-off; and tnat some
gross settlement systems may be considered equivalent to net settlement. The amendments are not expected to impact the current
transactions of Company.

IFRIC 20- Stripping cost in the production phase of a surface mining (effective for annual periods beginning on or after L January 2013).
The interpretation requires production stripping cost in a surface mine to be capitalized If certain cnteria are met. The amendments
have no impact on the unconsolidated financial statements of the Company.

BASIS OF PRESENTATION AND MEASUREMENT
Basis of presentation

These financial statements have been presented in accordance with the requirements of format prescnioed by SBP's BSD Circular No
4 dated February 17, 2006.

Basis of measurement

These financial statements have been prepared under the historical cost convention as modified for certain investments which are
carried at fair value and defined benefit gratuity plan which 1s carriec at present value of defined berefit obligations net of fair value
of plan assets and unrecognised actuarial losses.

Functional and presentation currency

The financial statements are presented in Pakistan Rupees which 1s the Company's functional currency. The amounts have been
rounded off to the nearest rupee.

Critical accounting estimates and judgements

The preparation of financial statements in conformity with approved accounting standards requires management to make jLdgements,
estimates and assumptions that affect the application of policies anc reported amount of assets and Liabilities. Income and expenses
The estimates and assoclated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form basis of making the judgements about carrying values of assets
and liabilities which are not readily apparent from other sources. Actual results may differ from these estimates. The estimates and
underlying assumptions are reviewed on an ongoing basis. Revision to accaunting estimates are recognised in the period in wnicn
the estimate Is revised If the revision affects only that period. or in the period of its revision and future periods if the revision affects
both current and future periods. Judgement made Dy tne management In the application of approved accounting standards that
have significant effect on the financial statements and estimates with a significant risk of material adjustment in the next year are
discussed in note 32.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Tne principal accounting polices applied in the preparation of these financial statements are set out nelow. These policies nave been
cansistently appliec to the period presented.

Cash and cash equivalents
Cash and cash equivalents comprise of cash and balances with treasury banks and witn other barks

Revenue recognition

Mark-up / return / interest income anc expenses are recogised on e time progortion basis taking into account effective yeld on the
Instrument, except where recovery 1s considered doubtful. the income is recognised on recelpt basis. interest / return / rark-up on

rescheduled / restructured advances and investments Is recognised as permitted by the Prudential Regulations issued oy SBP
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Gain / {loss) on sale of securities is recognisec In profit and loss account at the time of sale of relevant securnities.
Surplus / (deficit) ansing on revaluation of the Company's neld for trading investment portfolio is taken to profit and loss account.

Premium or discount on acquisition of investments Is capitalised and amortised through profit and loss account over the remainirg
period titl maturity.

Dividend income 1s recognised when the Company's right to receive the dividend is estanlished.
Fee, commission and brokerage income 1S recognised as the services are rendered.
Sale and repurchase agreements

Securities sold subject to a repurchase agreement (repo) are retained in the financial statements as investment and the countar
party Liapility 1s included 1n borrowings. Securities purchased under an agreement to resell (reverse repo) are not recognised in the
financiel statements as 1nvestments and the amount extended to the counter party Is included in lendings to financial institutions.
The difference between the purchase/ sale and re-sale/ re-purchase price IS recognised as mark-up income/ expense on a time
proportion basis, as the case may be.

Advances

Advences are stated ret of provisions for nor-performing advances. Provision for advances 1s determined in accordance with the
requirements of the Prudential Regulations issued oy SBP from time to time. In addition. a general provision 1s maintained for advances
(Refer note 8.32).

Provision agairst non-performing advances and general provision 1s charged to profit and loss account. Advances are written off when
there I1s no realistic prospect of recovery.

Investments
The Company classifies its investments as follows:
(a) Held to maturity

These are securities witn fixed or determinable payments and matunity in respect of wnich the Company has the positive intent and
ability to hold till matunty. In accordance with the BSD circular No. 14 dated September 24, 2004 1ssued by the State Bank of Pakistan,
ivestments classified as 'neld to maturity' are carred at amortised cost less impairment, if any. Impairment on debt securities is
determined In accordance vath the requirements of Prudential Regulations issued by SBP and included in profit and loss account.

(b) Available for sale
These are investments that do not fall under the held for trading or held to maturity categories.
Investrments are initially recognised at fair value which includes transaction cests associated witn the investment.

Premium or discount on acquisition of investments is amortised througn the profit anc loss account over the remaining period till
maturity using effective interest methad.

In accordance with the requirements of SBP. quoted secunities are subsequently re-measured to market value. Surplus / (deficit)
ansing on revaluation of suoted secunities classified as 'available for sale', is taken to & separate account snown in the balance sheet
belows eguity.

Impairment loss in respect of investments classified as avallasle for sale (except dest securities) 1s recongnised based on
management's assessment of objective evidence of impairment as a result of one ar more events that may have an impact on tne
estrnatad future cash flowss of the investments. A significart or prolonged decline in fair value of marketable investment delovy its
03" 13 250 considarec & objective aviderce of impairment. Provisions for diminution i~ tne velue of debt securities 1s made as per

e Prudential Regulations issued by the SBP encircluced in profit and loss acceunt. In case of impairment of availaole for sale guoted
=10ss that has beer recognisec directly in ecuity 1sremoved from equity and recognised in the profit anc loss




46  Taxation
Current

Charge for current taxation Is based on taxable income at the current rates of taxation after taking into account tax credits and tax
rebates available, If any.

Deferred

The Company accounts for deferred taxation using balance sheet Liability method on all temporary differences. The amount of deferred
tax provided 1s based on expected manner of realisation or settlement of the carrying amount of assets and liabilities using the tax
rates enacted or substantively enacted at balance sheet date. A deferred tax asset is recognised only to the extent that it i1s probable
that future taxable profits will be available ard the credits will be utilised. Deferred tax asset 1s reduced to the extent that it 1s no
longer probable that the related tax benefit will be realised.

47  Operating fixed assets and capital work-in-progress

Fixed assets are stated at cost less accumulated depreciation and impairment Loss (if any). Capital work in progress Is stated at cost
less impairment, if any.

Depreciation Is calculated on a straight Line method to write off the depreciable amount of each asset over its estimated useful
life after taking into account residual value. i any. Rates of depreciation are specified in Note 10.2 to the financial statements.
Depreciation on additions during the year 1s charged from the month of acquisition or the date the asset Is avallable for use and on
disposals upto the month of disposal.

The costs of day-to-day servicing of property and equipmert are recognised in profit or Loss as incurred.

Gains and losses on disposal of an 1tem of property and equipment are determined by comparing the proceeds from disposal with the
carrying amount of property and equipment, and are recognised net within “other income” in profit or loss.

48 Intangible assets
Intangible assets having finite useful Life are stated at cost less accumulated amortization and accumulated impairment losses,
I any. Such intangible assets are amortized using the straight line method over their estimated useful lives. The useful Lives and
amortization methods are reviewed and adjusted, If appropriate at each balance sheet date. Intangible asset having an indefinite
useful Life are stated at acquisition cost, less impairment loss, If any.

49  Staff Retirement Benefits
Defined benefit plan
The Company operates an approved funded gratuity scheme for all its regular employees. Contributions are made in accordance with
the actuanal recommendation and included in profit and loss account. The actuarial valuation is carried out using “Projected Unit
Credit Method”. The actuarial gains / losses in excess of corridor Limit (10% of higher of present value of obligation and fair value of plan
assets) are recognized over the expected remaining workirg Life of the employees. The Company has adopted a policy of recognising
transitional Liability aver a period of 5 years.

Defined contribution plan

The Company operates a recagnised provident fund scheme for all its regular employees for which equal monthly contrioutions are
made both by the Company and by the employees at the rate of 10% of the basic salary of the employee

4

—

0 Impairment

The carrying amount of the assets are reviewed at each balance sheet date to determine whether there is any indication of imparrment.
If any such indication exists, the asset's recoverable amount is estimated. An impairment loss 1s recognised whenever the carrying
amount of an asset exceeds Its recoverable amount. Impairment losses are reversed when there is an indication that impairment loss
may no longer exist and there has been a change In the estimate usec to determine the recoverable amount.
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Foreign currency

Foreign currency transactions are recorded at the rates prevailing on the date of transactions. Monetary assets and liabilities in foreign
currency are reported in Pakistan Rupees at the rates of exchange prevailing on the balance sheet date. Exchange gains and losses
are included in income currently.

Off-setting of financial assets and financial liabilities

Financial assets and financial liabilities are only offset and the net amount Is reported in the balance sheet if the Company has
alegal nght to set-off the transaction and also intends either to settle on a net basis or to realise the asset and settle the liability
simultaneously.

Earnings per share

The Company presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing the profit or
loss attributable to ordinary shareholders of the Company by weighted average number of ordinary shares outstanding during the year
Including Instrument mandatorily convertible into ordinary shares.

Provision of guarantee claims, off balance sheet items and other provisions

Provision for guarantee claims and other off balance sheet obligations are recagnised when intimated and reasonable certainty exists
for the Company to settle the obligation.

Other provisions are recognised when the Company has a legal or constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation and a reliable estimate of the amount can be made. Provisions are
revievred at each balance sheet date and are adjusted to reflect the current best estimate.

Borrowings

Borrowings other than repo are recognized initially at cost being the fair value of consideration received, less attributable transaction
costs. Subsequent to initial recognition, mark-up bearing borrowings are stated at amortized cost with any difference between
onginally recognized amount and redemption value being recognized in profit and loss account over the perod of borrowing on an
effective interest rate basis.

Other liabilities

Other Liabilities are carried at cost which is the fair value of the consideration to be paid in the future for goods and services received.

Dividend and appropriation to reserve

Dividend and appropriat.on to reserves, except appropnation which are required by law after the balance sheet date, are recognised
as liability in the Company's financial statements in the year in which these are approved.

Segment information

A segment is distinguishable component of the Company that is engaged in providing products or services (business segment). or
In providing products or services within a particular economic environment (geographical segment), which is subject to risks and
rewards that are different from those of ather segments. The Company's primary format of reporting 1s based on business segments.
Business Segments

Following are the main segments of the Company:

Corporate Finance includes loans, advances and other transactions with corporate customers.

Trading & Sales Undertakes the Company's fund management activizies through leveraging and investing in liquid assets
such as snort term placements It carries out spread based activities in the inter bank market and manages the interest rate sk
exposure of the Company,.

Geographical Segments

The Company's all business segments operate only in Pakistan.
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5.2

71
72

7.3

NOTE 2011 2010

RUPEES RUPEES

CASH AND BALANCES WITH TREASURY BANKS
Cash in hand in local currency [ 25,000 | 25.000
With State Bank of Pakistan in

local currency current account 51 [ 7,279,622 | 8743511
With National Bank of Pakistan in

local currency current account [ 1,250,421 | 404,837

foreign currency depasit account 5.2 [ 1483162075 | 1.393.132.746

[ 1491717118 | 1.389,836.094

The local currency current account 1s maintained with SBP as per the requirement to maintain a loca. currency casn reserve at a sum
not less than such percentage of time and demand Liabilities in Pakistan as may be prescribed from time to time by SBP

This represents foreign currency deposit receipt (FDR) of National Bank of Pakistan. The return on thvs FOR ranges betvieen 0.55% to
3.70% per annum (2010:0.70% to 1%) dunng the period of placement and is maturing on 14 June 2012

NOTE 2011 2010
RUPEES RUPEES

BALANCES WITH OTHER BANKS
In Pakistan [ 2,238,027 | 6843636
- Local currency current accounts [ 20,988,479 | 1809243]
- Local currency deposit accounts

[ 23226506 | 8./35.067
LENDINGS TO FINANCIAL INSTITUTIONS
Lending under letter of placements (LoPs) [ -] 964509745
Repurchase agreement lending (Reverse Repo) 72 | 583,954,255 | 9G8.A7C 848

| 583954255 | 1,264,138593

All lendings of the Company are in local currency.

This 1s secured against underlying Government security. Tne differential between tne contracted rate and re-sale price i1s amortised
over the period of related contract and recorded under mark-up / return / interest earned. This carries mark-up at the rate of 11.90%
(2010: 12.75%) per annum with matunty of 4 to 7 days (2010: 3 days).

Securnity held as collateral against lending to firancial institution

2011 2010
Further given Further given
Held by the Company as collatorat J I Total Held by the Company | sscallgtarl Total
RUPEES RUPEES

Market Treasury Bill 583,954,255 - 583,954,255 298,526,848 - 292828848

583,954,255 - 583,954,255 2896722548 - $5528848
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8.1

8.2

8.3

8.4

8.5

8.6

INVESTMENTS

20‘;1_ QOlQ
N Note | Held by the Company I Fa“s'";f{ a%'e‘g{‘ | | Total Held by the Company 2“;::19":9“ I l Total
Available-for-sale securities
Marke: trzasury oils 8. 1602461860 - 1,602.461,860 288.388,20C 1.128.240.82C
Pacisian rvestmenit 3onds 82 431,024,296 - 431,024,296
Suku« certificates - secured 8.3 528,773,927 - 528,773,927 305,125,000 - 506.126.,3CC
Term finance certif cates 84 1103,004,211 - 1,103,004,211 810838 910,538.£28
Crc nary snares of Listed company 85 153,600,000 . 153,600,000 23¢ 238.200.00C
Held-to-maturity securities
Term finance cerlif cates 86 318,429,750 - 318,429,750 318429750 = 318429750
Ives: t cost 4,137,294,044 . 4,137,294,044 2.261.783.378 84C.851.820 3.102.634,998
Less: “rowsion for aiminuig™ N
value of investmerts 83 (60,929,000) - (60,929,000)
Investment (Net of provisions) 4,076,365,044 - 4,076,365,044 2.261.783.378 840.851.820 3102634998
Surplus/ (cefiot) on revaluation of
avalasiz-for-sale secunt es 1179220 - 1,179,220 (1,682.150] (2.848.250)
Total investments 4,077544,264 - 4,077544,264 836,168.470 3099.786.748

Market value of held to matunity securities as at december 31, 2011 1s Rs. 336,268,992 (2010: Rs. 342.778.713)

Tnese carry interest ranging between 11.76 to 11.85% (2010: 12.15% to 12.40%) per annum with redemption period of six months to
one year (2010: one year ). These include mark-up accrued upto the year end.

This carry interest of 11.53% (201C: Nil) per annum with redemption period of five years (2010: NiL).

nn

These carry interest of 3 months Kibor + 3% (2010: 3 months Kibor + 3%) with redemption period of 10 years (2010: 11 years ).

These carry interest of 3 nonths Kibor + 1.25% to 6 months Kibor +2.50% (2010: 3 months XIBOR + 3.25% to 12 months KIBOR + 1%) with
redernption period of 2-10 years (2010: 3-9 years ).

This represents 10,000.000 ordinary shares of Agritech Limited held by the Company. The market value of shares at year end was
Rs. 1336 million and the Company recognized impairment loss of Rs. 85.60 million in profit and loss account for the year being the

difference of cost with market value of shares.

This carries interest of 1 year Kibor + 2.5% (2012: 8 montns KIBOR + 3.25% per annum) with redemption period of 3 years (2010: 4 years).
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Investment by segments

Federal Government Securities 838
- Market treasury bills
- Pakistan Investment Bonds
Term finance certificates
- Listed
- Unlisted
Fully paid up ordinary shares - listed
Other investments
- Sukuk certificates - Liberty Power Tech Limited
Investment at cost
Less: Provision for diminution in value of investrents
Investment (Net of provisions)
Surplus/ (deficit) on revaluation of available for sale securities
Total investments at market value

Principal terms of investment in Federal Government Securities

Name of investment MATURITY

Market Treasury Bills Sixmonths to
one year
Pakistan Investment Bonds Five years

Particulars of provision for diminution in value of investment

-Charge for the year
- Closing balance 931

2011

RUPEES EES
| 1,602,461,860 | 1,129.240.820
| 431,024,296 | -
[ 245483456 | 245,581,728
[ 1175950505 | 983.486.450
| 153,600,000 | 239,200,000
| 528773927 | 505.126,000
| 4137294044 | 3,102.634.998
[ (60,929,000) | -
| 4,076,365,044 | 3.102.634.998
[ 1,179,220 | (2.848.250)
[ 4,077,644,264 ] 3,099.786.748
PRINCIPAL RA OUPON/
PAYMENT MARK UP
AYMENT
Onmatunty 11.76%to11.85%  atmaturty
On matunty half yearly
2011 2010
RUPEES RUPEES
60,929,000
60,929,000

Provision has been recognised after taking before and after tax benefit of Forced Sale Value (FSV) of Rs. 128.6 million and Rs. 83.6
million respectively. Further as more fully explained in nate 9.3.1, FSV benefit availed by the Company includes Rs. 109.7 million and

Rs. 71.3 million befare and after tax amounts for the year respectively due to circular No. 1 of 2011 dated October 21, 2011.

8.92 Particulars of provision in respect of type and segment

- Avallable for sale securities
-Unlisted term finance certificates

2011
RUPEES
60,929,000

60,923,000

2010
RUPEES



8.10 Investment in Term Finance Certificates
No of certificates Company Name
2011 2010
Unlisted
75,000 75000 Avar Hotels Limited
30,000 30,000  Benk Alfalah Limited
40,000 40,000  Agntech Limited
1,695 - Agntech Limited
- - Pakistan National Shipping Corporation  8.10.1
36,000 36,000  Azgard Nine Limited
20,000 - Bank AlHabio
Listed
49,136 49136 Askari Bank Limited

Surplus on revaluation of TFC
Market value as on December 31

NOTE

Name of Chief
Executive

Byram D. Avar
Siraj ud din Aziz

Redemption 2011 2010
per certificate  RUPEES RUPEES

4,246
4,996

Ahmed Jaudet Bilal 4,994
Ahmed Jaudet Bital 5,000

Saleem Ahmed
Ahmed Sheikh
Abbas D. Habib

M R Mehkari

4.980
4,993

4,996

318,429,750 318429750
149,880,000 149,940,000
199,760,000 198,840,000
8,475,000 -
220,145,755 135,276,700
179,280,000 180,000,000
99,980,000 -

245483456 245,581,728

1421,433961 1229068178
5,837,106 -

1427271067 17229068178

8.10.1 60.000 term finance certificates with face value of Rs. 5,000 each will be issued upon full disbursement.

811 Qu

ality of avallable-for-sale securities

Market treasury bills
Pakistan Investment Bonds

Sukuk certificates

-Liberty Power Tech Ltd

Term finance certificates

-Askari Bank Limited

-Agntech Limited

-Agnitech Limnited

-Bank Alfalah Limited

-Pakistan National Shiaping Corporation
-Azgard Nine Limited

-Bank Al Habib Ltd

Ordinary shares of listed company
-Agnitech Lirmited

Note

8111
8.11.1

8112
8.11.2

8.112

8.111 These are Government of Pakistan guaranteed securities.

2011 2010
Market Value Rating Market Value Rating
RUPEEES RUPEES
1,601,118,489 Unrated 1.126,592,570 Unrated
427,709,781  Unrated - -
528,773,927 AA- 505,126,000 AA-
251,320,662 AA- 245,581,728 AA-
199,760,000 D 199,840,000 cce
8,475,000 D - -
149,880,000 AA- 149,940,000 AA-
220145755  AA-/Al+ 135.276,700 AA-
179,280,000 D 180.000.000 cce
99,980,000 AA - -
153,600,000 D 238,000,000 CCC
2.781,356.998

3,820,043514

8112 Local secunities have eiter been rated by 'The Pakistan Credit Rating Agency Limited' (PACRA) or *JCR-VIS Credit Rating Company
Limited" (JCR-VIS). These ratings reflect independent credit risk assessment by respective credit rating entities.

812 During the year management of the Company reassessec the settlement of bridge financing of Rs. 300 million to Azgard Nine Limited
(ANL) including Private Placement Agreement dated 14 January 2010 with ANL and concluded it to be more appropriate to present the
amount of Rs. 60.8 million as impairment Loss on available for sale investments which was previously presented as “Bad debts written
off directly”. This has no effect on reported figures of profit before tax for the year ended 31 December 2010.



NOTE 2011 2010
9 ADVANCES RUPEES RUPEES
Inside Pakistan | 4,883,793,276 | 5,569.721,333
Staff loans 17,898,802 | 27/.804,888
Advances- gross | 4901,692,078 | 5597526222
Provision against non-performing loans
Specific provision 92 | (377.756,000) | (235.636.000)
General provision | (86,275.866) | ~ (52997213)
[ (464,031,866) ] (288633213)
Advances - net of provision | 4437,660,212 | 5,308,333,009
91  Particulars of advances
Inlocal currency [ 4,901,692,078 ] 75759/ 526,222
Short term (for upto one year) - advances having contractual
repayment period of one year [ - 750,000,000
Long term (for over one year) - advances having contractual
repayment period of more than one year { 4,901,692,078 ] 4847526227
| 4901692078 | 5507526222
92 Advances includes Rs. 570 million (2010: Rs 270 million ) which have been placed under non-performing status as detailed below
2011
RUPEES - -
Classified Advances ovision ired
Cetegery of classification Domestic Overseas Total Domestic Overseas Totz € otal
Dcuoiful 300,000,000 300,000,000 150,000,000 150,000,000 150,000,000 150,000,000
Loss 270,000,000 270,000,000 227,756,000 227,756,000 227,756,000 227,756,000
570,000,000 570,000,000 377,756,000 776000 377756000 377,756,000
201 - )
RUPEE B -
Classified Advances Provision required f V -
Category of classification Domestic Overseas Total Domestic Overseas Tota estic otal
Doudtful
Loss 270000000 270, 235,636,000
276300080 - 273090600 235,838,000 235,638,000
9.3  Particulars of pravision against non-performing advances
2011 201
RUPEES R RUPY : -
Specific General Total Specific General Total
Opening balance 235636000 5299/, 213 288633213 200000000 47272836 247272636
Charge for the year | 150000000| [ 33278853| [ 183.278653| 35636.000|[ 5724577| [ 41360577
Reversals | (7880,000) | | (7:880.000) JL L B
142120000 33278653 175388653  3£,636.00C 5./24577 41360577
Closing balance 377,756,000 _ 86.2/5866 464031866 235636.00C 52997213 788633213




9.3.1 Provision for loans and advances for the year ended December 31, 2011 is reduced by before tax and after tax FSV benefit of Rs. 7.88
million and Rs. 5.12 million respectively (December 31, 2010 Rs. 34.36 million and Rs. 22.33 million). The SBP amended the Prudential
Regulations vide BSD Circular No. 1 of 2011 dated October 21, 2011 in relation to provision for loans and advances, thereby further
allowing benefit of Forced Sale Value (FSV) of pledged stocks. mortgaged residential, commercial and industrial properties (land and
bullding only) and plant and machinery under charge held as collateral against non-performing advances. FSV benefit availed by the
Company includes Rs. 14.1 million and Rs. 3.2 million before and after tax amounts for the year respectively due to circular No. 1 of 2011
dated October 21, 2011.

932 General provision is maintained at the rate of 2% on advances other than non-performing advances and staff loans. During the year. the
management of the Company has reassessed its estimate for general provision and accordingly increased the rate of general provision
from 1% to 2%. This change in estimate has resulted in decrease in profit before tax and profit after tax for the year by Rs. 43,137,933
and Rs. 28,039,656 respectively.

NOTE 2011 2010
10 FIXED ASSETS RUPEES RUPEES
Capital work-in-progress 101 [ 156118576 | 149039013
Property and equipment 102 | 18443919 | 28,354,982
Intangible asset 103 [ 1614792 | 3171512
[ 176177287 | 180,565,507
101 Capital work-in-progress
Advances to suppliers [ 1,861,510 | =
Civil works 1011 [ 154,257,066 | 149,039,013
[ 156118576 | 149,033,013

10.1.1 This represents value of work in progress on property located at DHA Karachi.

10.2 Property and equipment

DEPRECIATION

OPENING CHARGE DURING NET BOOK RATE OF
AT AR VALUE AS AT  DEPRECIATION

DECEMBER PER ANNUM

31, 2011 %
RUPEES N
Yenicles 3073716 " 3073716 510208 614743 2274921 848,785 20%
Comnputer and cfice equipment 17,245,280 1287841 18826821 108ic.874 4594 758 12501832 3.324.989 33%
18.30C; {8300}
Furnitare and fivtures 13007242 14000 13021242 4344812 2503547 7548455 5472783 20%
Leasehold imoroiements 12,354,840 5.707.357 20%
Eeectrical fitungs = 2161835 3085.025 20%
518437003 160184 5343855 34994634 18443300

(6.300)




2010

Vehicles

Cemputer and office equipment

Funiture anc fixtures

Leasenold improvements

Electrical fitungs

CosT DEPRECIATION
OPENING ADDITIONS/ CLOSING OPENING CHARGE DURING CLOSING NET BOOK
BALANCE ASAT  ADJUSTMENTS  BALANCE AS AT BALANCE AS AT THE YEAR BALANCE AS AT VALUE AS AT
JAN 01, 2010 DURING DECEMBER JAN 01, 2010 (ON DELETION/ DECEMBER DECEMBER
THE YEAR 31,2010 ADJUSTMENTS) 31, 2010 31. 2010
RUPEES
3073716 3073716 995,485 514,743 1483508
14.987.451 17,245,280 5,838,142 0,344,350 3,328 408
455216)
{10.402)
12971358 13097242 2382426 2383457 4840207 7062.330
147971)
12,354,842 12324840 2470988 5,178 345
6.161.835 6161833 1.232.367 4322353
49549300 £1,843C13 23488731 78,354,582

1021

103 Intangible asset

The fair value of property and equipment as per tne manageTent estimate 1s rot matenially differe

At from the carrving amount

.
()]

Cor~puter software

Comouter software

2011
cost AMORTIZATION
OPENING ADDITIONS CLOSING OPENING AMORTIZATION  CLOSING BALANCE NET BOOK
BALANCE AS AT DURING BALANCE AS AT BALANCE ASAT  CHARGE FORTHE AS AT DECEMBER  VALUE AS AT
JAN 01, 2011 THE YEAR DECEMBER JAN 01, 2011 YEAR 31,2011 DECEMBER
31,2011 31,2011
RUPEES
1.574.478 4678475 Lk 1.614,75C0
4674479 £B74479 15029867 1,614,790
2010
COST AMORTIZATION
OPENING ADDITIONS / CLOSING OPENING AMORTIZATION  CLOSING BALANC NET BOOK
BALANCE ASAT  ADJUSTMENTS  BALANCE AS AT BALANCE ASAT  CHARGE FOR THE AS ATDECEMBER  VALUE AS AT
JAN 01, 2010 DURING DECEMBER JAN 01, 2010 YEAR /ON 31,2010 DECEMBER
THE YEAR 31,2010 ADJUSTMENTS 31,2010
RUPEES
1706210 LB7LLTS L 1312
L0407
1705510 2942088 4874479 £31.925 £ 517

RATE OF
DEPRECIATION
PER ANNUM

%

RATE OF
DEPRECIATION
PER ANNUM
%

%)
<

RATE OF
DEPRECIATION
PER ANNUM



104

11

111

12

121

13

131

Details of disposal of fixed assets :

PARTICULARS OF | ‘ COST | ACCUMULATED BOOK VALUE SALE PROCEEDS
| ASSETS | DEPRECIATION
RUPEES
Assets naving book value of less than
Rs. 250.000/- or cost of Less than
Rs. 1.000.000/-
2011 6,300 6,300 6,300
2010 859,018 503,187 355,829 279.000
NOTE 2011 2010
DEFERRED TAX ASSETS RUPEES RUPEES
Debit/ (credit) balances arising on account of:
Recognised in profit and loss account
Accelerated tax depreciation allowance [ 1,378,330 | (1503.160)
Preliminary expenses [ 351,915 | 1,055,744
Provision for non-performing loans [ 38,825,150 | 17,500,000
Exchange gain-net [ (36510533) | (15.008.737)
Provision for gratuity [ (161,345) | 3210
Recognised in equity
(Surplus)/ deficit on revaluation of available for sale investments [ (412727) ] 996,888
[ 3470790 | 3043945
Movement of deferred tax is as follows:
Opening nalance [ 3043945 | 57,189,957
Credit/ (charge) for the year [ 1836460 | (54,289552)
(Charged)/ credited to equity [ (1409615) | 143540
Closing balance [ 3470790 | ~ 3043945
OTHER ASSETS
Incorne / mark-up accrued in local currency 121 ] 345,052,860 | 349,824,359
Incorme / mark-up accrued in foreign currency [ 2,706,263 | 893,151
Advances, deposits, advance rent and other prepayments [ 13403418 | 18241 454
Recevable from gratuity fund [ 460,987 | -
Advance tax - net [ 22,858,647 | -
Others [ 83135 | -
[ 384565310 | 368,958,964
This nalance has been arivad at after adjusting interest in suspense of Rs.
195,188,907 {2010: Rs. 92.633.352).
BORROWINGS
InPacstan [ 106,873,755 | 1.132.259.095
Detail/ particuiar of borrowings with respect to currencies and security
In local currency, repurchase agreement Borowings - secured [ -1 832,252,095
In acal currency, other borovings -unsecured [ « | 300,000,000
I (seal currency, SBP Refinance-FFSAP Scheme - unsecured [ 106873755 | :
[ 106,873755 | 1,132.255,09




132 This represents financing facility obtained from SBP under the scheme "Financing Facility For Storage of Agri Produce (FFSAP)" vide SMEFD circular
No. 08 dated June 04, 2010. This carries mark up rate of 6.5 % p.a. and is repayable in 14 semi-annual instalments started from 15 July 2011.

14 OTHER LIABILITIES NOTE 2011 2010
RUPEES RUPEES
[ |
Mark-up/ return/ interest payable in local currency [ L750973 | 7235016
Payable to suppliers [ 1162500 | 2611833
Accrued expenses [ 9,306,667 ] 2835016
Current taxation (Provisions less payments) [ ] 11.023.844
Withholding tax/ federal excise duty payaole [ © ] 117.338
Payable to gratuity fund [ ] 8170
Others [ ] 603.330
[ 12220140 | 24,497,867
15 SHARE CAPITAL
151  Authorised Share Capital
2011 2010
(Number of shares) (Number of shares)
1,214,000,000 1.214.000.000  Ordinary shares of Rs. 10 each 12.140,000.000 12.145,000,000
152  Issued, Subscribed and Paid-up Share Capital
2011 2010
(Number of shares) (Number of shares)
911,640,000 645720000 Ordinary shares of Rs. 10 each, issued for cash. 9.116.400.000 6.457.200.000

The Ministry of Finance (MOF ) on benalf of the Government of Pakistan (GOP) and China Development Bank {CDB) on oehalf of Government of Ghina
(GOC) each held 455.820.000 ordinary shares of the Company as at December 31, 2011.

NOTE 2011 2010
153 Reserves RUPEES RUPEES
Compulsory reserve - statutory reserve 1531 388,411,0]5 285,571,060

1531 Compulsory reserve - statutory reserve

According to BPD Circular No. 15 dated May 31. 2004 issued by SBP. an amount not less than 20% of the after tax profits shall be transferred to create
areserve fund till such time the reserve fund equals the amount of paid up capital and after that a sum not less than 5% of profit after tax snall be
credited to statutory reserve. Therefore in accordance with SBP requirements, the Company is transferring 2C% after tax profit for the year to statutory
reserve.

154 During tne year the Company issued 132.860.000 shares of Rs. L0 each to Ministry of Finance (MOF) and Cnina Development Bank {CDB) each against
advance for issue of snares. The movement in share capital Is as follows:

NUMBER RUPEES
Balance as at 0! January 2011 645,720,000 6.457.200.50C
Shares allotted (agamst cash) 265,920,000 76

Closing valance - 911,840,000



155  Reserves as at December 31, 2011 include Rs. 170.84 million (December 31, 2010: Rs. 34.38) in respect of Forced Sale Value (FSV) of mortgaged
residential, commercial, industrial properties {land and building only) and plant and machinery held as collateral against non-performing advances
and investments allowed under BSD circular No 1 of 2011 dated Octoper 21, 2011. Reserves to that extent are not available for payment of cash or
stock dividend.

2011 2010
16 SURPLUS/ (DEFICIT) ON REVALUATION OF ASSETS-NET OF TAX RUPEES RUPEES
Surplus/ (deficit) on revaluation of available for sale investments [ 1,179,220 | (2.848.250)
Deferred tax [ (a12727) | 996,888
Surplus/ (deficit) on revaluation of avallable-for-sale secunties - Net [ 766,493 | (1.851.362)
17 CONTINGENCIES AND COMMITMENTS
Transaction related contingent liabilities
Letters of gquarantees [ 23,420,379 ] 111,379,987
Trade related contingent liabilities
Letters of credit [ 207707400 | 99,998,542

Commitments
Tne Company makes commitments to extend credit in the normal course of its business but these being revocable commitments do not attract any significant
penalty or expense if the facility I1s unilaterally withdrawn except for Rs.252.143,824 (2010:Rs. 653.757.438).

2011 2010
RUPEES RUPEES
18 MARK - UP /RETURN / INTEREST EARNED
On loans and advances to customers [ 836,160,177 | 745,778,456
On investments in
- Held-to-matunity securties [ 51,855,631 | 55,897,727
- Available-for-sale secur ties [ 328318287 | 323,881,984
On deposits with other banks and financial institut ons [ 62,731,904 ] 99,335,499
0n secunties purchased under resale agreement [ 33,619,529 ] 27249568
| 1312685528 | 1.252.143.235
181 MARK -UP/RETURN /INTEREST EXPENSED
Other sormowings [ 10335435 | 18,959,328
Interest expense on SBP Refinance-FFSAP Scheme { 4731726 | -
Securities sold under repurcnase agreements [ 32,598,792 ] 264939367
[ ]

47,665,953 - 283898690
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191
192

20

21

211

ADMINISTRATIVE EXPENSES

Salaries, allowances and employees’ benefits
Directors fee

Gratuty

Employer's contribution to the provident fund
Travelling, conveyance, hoarding and lodging
Rent, rates and taxes

Utilities

Communication

Office security charges

Professional training and staff welfare
Donation
Advertisements. periodicals and membership dues
Printing and stationery

Depreciation

Amortization

Auditors' remuneration

Legal, consultancy and other professional services
Repairs and maintenance

Insurance

Entertainment

Bank charges

Brokerage fee and commission
Miscellaneous

Loss on sale of operating fixed assets

.__
©
=

102
103
182

[
[
{
[
[
[
l
[
|
[
[
[
[
[
[
|
[
[
l
l
[
[
[
[ _
[

2011
RUPEES

115,667,198 |
1,557,900 |
4,115,883 |
3,943,745 |
12,918,347 |
28,313,129 |
3,362,864 |
1578426 |
2,828,000 |

226,327 |
10,000,000 |
260417 |
2132702 |
11512903 |
1,556,722 |
850,000 |
2,476,255 |
2,339,662 |
1172729 |
959,966 |
188,605 |
356,745 |
84,883 |

-]
208403408 |

2010
RUPEES

101,781,225
258,000
5,069,114
3.466.748
7,335,676
25221184
3.125,389
1.580.085
1,757,000
238,891
500,060
1222144
1.421,169
12455905
1,060,640
675.000
2.832.224
2543123
1,516,325
889,455
420,239
2,326,608
1432271
76.829

180,205,244

This represents donation given to Prime Minister s Flood Relief Fund. None of the directors or their spouses nad any interest in the donee fund.

Auditors' remuneration

Audit fee

Half yearly review

Specia. certifications and sundry advisory services
Out of pocket expenses

OTHER CHARGES
Penalty imposed oy SBP

TAXATION
Current
Prior
Deferred

Relationship between tax expense and
accounting profit

Profit bafore taxation
Tax at aoplicable rate of 35%.

Net tax effect of inadmissiole expenses
Other permanent differences

867,604,829

450,000 |
150,000 |
200,000
50,000 |

850,000 |

521,000 |

334,461,262 |
21,280,000 |
(1.836,460) |

]

353,904,802

51,422,350

9 |

N

303,661,690 |
]

(1,179,238) |
]

353,304,802

425,000
125,000
75,000
50,000

6/5.000

621

316,829,241
(69.383.238)
54 189502

301735555

301,735,555
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2011 2010

RUPEES RUPEES

BASIC AND DILUTED EARNINGS PER SHARE
Profit for the year (Rupees) [ 513700027 | 560.366.032
Weignted average number of ordinary shares (Number) [ 908,921,967 | 905.069.920
Basic/ diluted earnings per share (Rupees) [ 057 ] 062
Tnere 1s no dilutive effect on tne basic earnings per snare of the Company.
CASH AND CASH EQUIVALENTS
Cash and balances with treasury panks [ 1491717118 | 1.399,836,094
Balances witn other banks [ 23226506 | 8,736,067

ipewges | LBSLIL
STAFF STRENGTH (NUMBER) (NUMBER)
Permanent [ 35 | 33
Temaorary / on contractual basis [ 1 } 1
Own staff strengln at end of tne year/ period [ 36 ] 34
Qutsaurced [ 8 | 6
Total staff strength [ 44 ] 40

DEFINED BENEFIT PLAN
General description

The Company operates an approved funded gratuity scheme fo all its regular employees. Contrigutions are made in accordance with the actuarial
recommendation. Latest actuarial vatluation was carried out for the year ended December 31, 201 .

The senefits under the gratuity scheme are payaole on retirement at the age of 6C years or earlier cessation of service in lump sum. The benefit s
equal to one montn's last diawn basic salary for eacn year of eliginle service or part thereof, sugject to & minimumn of one year of service.

Principal actuarial assumptions

2011 2010
Disceunt rate used [ 1250% ] 13.00%
Exoected rate of return 01 p a0 assets [ 1300% ] 13.00%
Expected rate of salary increase [ 1150% ] 12.00%
Average remaining working - ves of emo.cyees [ 12 Vears ] 13 Years
Normal retirement age | 60years ] 60 years
2011 2010
Reconciliation of payable to defined benefit plan (RUPEES) (RUPEES)
ec oenefit obugations l 8,322,034 | 8,082,333
[ -] 3,480,000
Fair valuz of plan assets [ (6,492151) | (9.830.809)
Actuaria. (gain)/ Loss to be recognisea 'n Later penaas [ (1124503) | 24.196
Transitionat Lizoility to be recognisad leter [ (1,166,367) | (1,748550)
Baiance sheet (asset) / Liabuty as at 31 Decemoer 201 [ (460,987) | 9170



2011 2010

254 Movement in defined benefit obligation RUPEES RUPEES
Present value of defined benefit obligations at beginning of the year [ 8,085,333 | 6.648.481
Current service cost [ 3,759,612 | 4419983
Interest cost [ 1,051,093 | 797818
Benefits paid during the year [ (5,.146,040) | (259.000)
Benefits due but not paid durning the year [ - ] (3.480.000)
Actuarial loss / (gain) on obligation [ 572,036 | (41.949)
Present value of defined benefit obligations at end of the year [ 8,322,034 | 8,085.333

255  Movement in fair value of plan assets
Fair value of plan assets at beginning of the year [ 9,830,809 | 6.098916
Expected return on plan assets [ 1,278,005 | 731,870
Contributions [ 4586,040 | 3.334.885
Benefits paid during the year (including Rs. 3.480,000 relating to 2010) [ (8626,040) | (259.000)
Actuarial Loss on plan assets [ (576,663) | (75.862)
Fair value of plan assets at end of the year [ 6492151 | ~9:830.809

256  Plan assets consists of the following:

Special Saving Account [ 5,850,000 | 2.868.000
Accrued interest [ 558,523 | 254,974
Cash at bank [ 83,628 | 6.707.835

[ 6,492,151 | 9,830,809

257  Movement in defined benefit plan
Opening balance [ 9,170 | (1.775.059)
Charge for the year [ 4115883 | 5069114
Company's contribution to fund during the year [ (4586,040) | m(3.§34,885)
Closing halance [ (460,987) | 9170

258  Charge for the defined benefit plan
Transitional liability recognised [ 583183 | 583.183
Current service cost [ 3,759,612 | 4419983
Interest cost [ 1,051,093 | 797818
Expec-ed return on plan assets [ (1278,005) | (73.870)

[ 4115883 | 5.069.114

259  Actual Return on Plan Assets [ 701,342 | 656.008

2510  Companison of present value of defined benefit ablication, fair value of plan assets and cefict of gratuity fund for the last three years s as follows:

2011 2010 2009

RUPEES RUPEES RUPEES
Present value of defined benefit abligation [ 8322034 | 8085333 23488l
Fair value of plan assets [ (6492151) | 983080 2098015
Deficit/ (surplus) [ 1829883 | (L/45478) 549565
Experience adjustments
- on obligations [ (5720%8) | 41,948 7.39,
- cn plan assets [ (576663) | (/5862 98916

Estimated charge for the next year is Rs. 4,784 581 (2010: Rs. 4,115,883).
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COMPENSATION OF DIRECTORS AND EXECUTIVES

Chief Executive Directors Executives
2011 2010 2011 2010 2011 2010
RUPEES

Fee - - 1.557.800 258,000
Managzerial remuneration 20,704,638 15,907,760 21,402,353 7.500.182 49,801,399 43.104,302
Charge for definec benefit plan 97.707 1247877 145,702 = 3430914 3.130.851
Contrinution to provident fund 409,857 536,953 979.355 400,000 1772634 1978925
Rent anc nouse mairtenance £,733997 4.981.659 - . = -
Utillities 331830 452,949 99.840 236.792
Meccal 54,091 553246 £30.279 41230 1243285 889911
Cthers 4,265,489 725,121 2.107.961

30653609 24405565 26,723,390 8.836.204 56.248.232 48,103,789
Numper of persons 1 l 5 5 15 17

Executives mean employees, other than the chief executive and directors, whose basic salary exceed five hundred thousand rupees in
afinancial year. The Chief Executive and certain executives are also provided w'th other facilities, including free use of the Company's
maintained car. Remuneration and other benefits to Directors include remuneration and benefits to the Company's Deputy Managing
Director.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value i1s the amount for which an asset could be exchanged. or a Liability settled, between knowledgeable willing parties in an
arm's length transaction.

Tne fair value of investments 1s based on quoted market prices and rates quoted at Reuters Pages (PKRV) with the exception of
unlisted securities. Otner investments for which quoted market cata is not available are carried at cost which approximates their
carrying amount.

Fair value of fixed term loans and advances, other assets and ather liabilities cannot be calculated with sufficient reliability due to
absence of current and active market for sucn assets and liabilities and reliable data regarding market rates for similar instruments.

The provision for impairment of advances 1s calculated 1n accordance with the Company's accounting policy.

In the opinion of the management, the fair value of the remaining financial assets and lianilities 1s not significantly different from the
carrying values since assets and Liabilities are either snort term in nature or in the case of advances are frequently repriced.

SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES

The segment analysis with respect to business activities 1s as follows:

2011
Corporate Trading & Others Total
Finance Sales
rrrrrrrr —— (RUPEES) ——
343,075,844 1,054,468 1446122843
(42834.227; (208.924.408) (578518C14)
306141517 (207.858,940) 867.604.829
' 4.127726.148 | l 564213387 11.703.276.608
; | 949040000
l ‘ I (524,960.666)
i | l {12.220,140) | (11€,093.895)
Segmant return on net assets ROA} % ‘ 7.42% | ‘ -36.84% |
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2010

Corporate Trading & Others a
Finance Sales
(RUPEES)
Total income 989,216,739 467,231,759 939,147 1.467.387,645
Total expense (102.160577) (322819517) .180.205.865) 286.059)
Net income (loss) 87,056,162 144312142 (179266718) 862101567
Segment assets - gross . —— ;7 —
Segment non-performing loans 7.139.696.104 4,23[3,328.65' ( 552568417 11922593139 ‘
Segment Provision including general provision 270.CCC.00C i ’ ' - l 2/«",.330‘009‘
Segment Liabilities | (288533213) ‘ -| ‘ -1
Segment return on net assets (ROA) % {1.132.256,0%) 1 24.497867) |
13.09% 341% | B244%|

RELATED PARTY TRANSACTIONS

The Company has related party relaticnship vitn the entities in which its shareholders has any nierest, key management personnel and its drectors. Government of

Pakistan (Ministry of Finance) is a related party of the Company, therefore all government author:t 2s. agencies. affiliates ana cther orgarisations {"State-controlled

entities’) are related parties of the Company. Trarsactions with these state-controlled entities are not very significant and rpracticable te quanify for disclosure n

these financial statements.

The Company enters into transactions with relatec parties in the normal course of bus ness. These ransactions were carrec out on commercial ierms and at markel

rates.

Details of balances outstanding at year end and transactions with related parties are as follows:

Charge/ payment to provident fund

Payment to gratuity func

Charge for the year relating to gratuity func

Placement cof LOPs vwith related party

Treasury Bills

Other barrowings

Mark-up receivable on LOPs of related party at tne year end - unsecured
Mark-up earned on LOPs during the year

Mark-up receivable on treasury bills at the year end - unszcurec
Mark-up earned on treasury bills for tne year

Mark-up paic on treasury bills for the year

Mark-up paid on LOP {other horrowings) for the year

Purchase of Pakistan investment Bonds ncluding accruea mark-up
Mark-up earnec on Paxistan Investment Bonds
Rent pac

Recewable/ payable from/ to gratuity func
Advance recewved agairst Issce of snares:
China Cevelopment Ban {Government of China
Ministry of Finance (Government of Pakistan,
Issue of shares

Chira Development Ban« (Sovernment of China

Ministry of Finance (Government of Pakistan,

|
|
[
|
[
[
|
[
[
[
[
{
[
[
[
{

2010 represents revaluater of balarce for ssuance of shares) [

[

L

[

I

l

2011 2010
RUPEES RUPEES
3,943,745 | 3.466.748
4,586,040 | 3.334.885
4115883 | 5,089,114

12,806,310,900 | 5,701.509.754

26,489,274,215 | 10.217.844.152
46,000,000 | 1,025,000,000
- 7842654
29,861,664 | 55419233
28,206,873 | 18.572.648
77.471,890 | 33,324,067
719,060 | 2.181.645
64,410 | 444,133
441,216,889 | -
19,059596 | -
18,180,364 | 18.527.884
460,987 | 9170
-] 55,700,800
65,700,800 |
1,329,600,000 |
1,329,600,000 |

Key management personnel include Managing Director, Deputy Managing Director. Chief Finarcial Cfficer and Company Secretary.
Their salaries and other benefits other than the fee to executive directors amount to Rs. 53.6 milion (2010:Rs. 34.7 million) .
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CAPITAL-ASSESSMENT AND ADEQUACY BASEL Il SPECIFIC
Scope of Applications

As per the requirements of SBP the capital adequacy framework has been applicable on all banks and DFIs. The Company has
implernented the capital adequacy framewark under Basel - Il regime on stand alone basis. With a short operating period, the balance
sheet of the Company remains relatively unleveraged. Hence the Company 1s expected to maintain adequate capital against the
regulatory requiremnent of minimum capital. The Company remains cognizant of the fact that its going concern status is not dependent
only on strong capital base but its ability to book quality assets that fits well an the risk and return spectrumit is pursuing. At present,
the Company Is dependenrt on its equity base to meet its capital requirements: nowever. it 1s contermnplating various options to leverage
Its balance sheet in the ensuing years.

Capital Structure

2011 2010
Tier | Capital RUPEES RUPEES
Shareholders equity [ 9,116,400,000 | 6.457.200,000
Deposit for 1ssuance of shares [ -] 2593499200
Reserve | 388411071 | 285,671,066
Unappropriated / unremitted profits [ 1553644283 | 1142684261
Less: Adjustments
Book value of Intangible asset [ (1614790) | (3171512)
Deficit on revaluation of available for sale securities [ - (2.848,250)
Total Tier | Capital [ 11,056,840564 |  10.4/3,034765
Tier Il Capital
General provision for loan losses sunject to 1.25% of total sk weighted assets [ 86,275,866 | 52997213
Revaluation Reserves up to 45% [ 344,922 | -
Total Tier Il Capital [ 86,620,788 | 52.99/213

Eligiole Tier Il Caprtal
Total Regulatory Capital Base

11143461352 | 10526031978

Capital Adequacy

Capital Adequacy

As per BSD Circular No. ~ dated January 1, 2008, the SBP has requirad all Banks / DFIs to adopt standardized approaches for Credit and
Market Risk and Basic Indicator / Standardized approach for Operational Risk under Basel-Il Regime from January 1, 2008, Pursuant to
BSD circular No. 0/ dated April 25. 2009 Banks / DFIs have to set aside an amount of capital equivalent to 10% (December 31, 2010:
10%) of their nisk weighted assets for conducting business. The New Basel Regime not only covers additional risks. but also provides
flexinility or capital ass gnment against different types of credit nsks. Higher quality assets in each segment will decreese the capital
requirements.

The Company's objectives when managing its capital are:
a) To comply with the capital requirements set by the SBP:

b} To safeguard the Company's ability to continue as a going concern so that 1t can continue to provide retumns to shareholders and
berefits to other stakenolders; and

¢! Tomaintain a strong capital base to support the development of its business.
“The growth prospects of the Company will be linked with the macroeconomic environment, industry conditions and its ability to attract

quality assets. At present, the Company has restricted 1ts market nisk by not participating 1n secondary stock trading. It 1s engaged in
booking quality assets in loan segment.
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The nisk-weighted assets are measured by means of a hierarchy of five nsk weights classified according to the nature of and reflecting
an estmate of credit, market and other nisks assoclated with each asset and counterparty, taking into account any eligible collateral
or guarantees. A similar treatment 1s adopted for off-balance sheet exposure, vath some adjustments to reflect the more contingent
nature of the potential losses.

The Company will continue to maintain the required regulatory capital either through its risk management strategies or by increasing
the capital requirements in Line with the business and capital needs.

2011 -
CAPITAL RISK WEIGHTED
REQUIREMENTS ASSETS REQ
RUPEES RUPEES
Credit Risk
Partfolios subject to standardized approach {Simple) 604,069,742 6,040,697,424 /00,687947 7.006.879.474
Market risk
Capital requirement for portfolios subject to
standardized approacn - interest rate risk 192,267,088 1.922,670,877 91511214 1915112142
Operational Risk
Capital Requirement for operational risks 214,229,993 2,142,299,927 186,280,116 1.9%2.801,104
Total 1010566823 10105668228 1 904792/ L0SU4792780
Capital Adequacy Ratio
Total eligiole regulatory capital neld (a) 11,143,461,352 0572031978
Total Risk Weignted Assets (b) 10,105,668,228 10,904,792 780
Capital Adequacy Ratio (2) /(o) 110.27% 96.53%
RISK MANAGEMENT

The Company 1s primarily subject to interest rate nisk, credit risk, market risk anc Liquidity nisk. The management of Company Is
cognizant of these nisks and nas put in place requisite parameters tomanage distinct risks within acceptable limits. Tne approach usec
for nsk management has taken into account the nature and size of the organization. Tne core principle behind tne risk management
approach In the Company Is that the members of the respective specialized sk managemant committees collaborate vita relevant
department in line with the sk management policies and frame works. A cedicated risk management function 1s also functioning to
identify. quantify, monitar and control these risks.

Credit risk
Credit nsk represents the accounting loss that would be recognized at the reporting date if counter parties failed to perform as

contracted. The management also continuously monitors the credit exposure towards the customers and makes provision against
those batances that are considered doubdtfut for recovery.



3111 Segment by class of business
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3112 Segment by sector

Public/Government
Private

Public/Government
Private

2011

ADVANCES-GROSS CONTINGENCIES AND COMMITMENTS

RUPEES PERCENT RUPEES PERCENT

500,000,000 10.20

2,649461,863 54.05 153,391,799 3L74

297,100,000 6.06 - =
112,500,000 2.30
300,000,000 6.12
732571413 1495
70,000,000 143
200,000,000 4.08

22,160,000 045 277,840,000 57.49

- - 52,039,804 10.77

17,898,802 0.37 - .

4,901,692,078 100 483,271,603 100

2010

ADVANCES-GROSS CONTINGENCIES AND COMMITMENTS

RUPEES PERCENT RUPEES PERCENT
469,239,870 8.38 30,760,130 356
3428,250,966 6125 562,283,034 64.99
189,730,497 3.39 107,369,503 1241
162,500,000 290 - :
300,000,000 5.36
750,000,000 1340
70,000,000 125
200,000,000 357
- - 164,723,300 18.04
27,804,889 0.50 - -
5,597,526,222 100 865,135,967 100
2011

ADVANCES-GROSS CONTINGENCIES AND COMMITMENTS

RUPEES PERCENT RUPEES PERCENT
52,039,804 10.77
4,901,692,078 100 431,231,799 89.23
4901692078 100 483,271,603 100
2010

ADVANCES-GROSS CONTINGENCIES AND COMMITMENTS

RUPEES PERCENT RUPEES PERCENT
877,345,331 15.67 537,377,969 6211
4,720,180,891 84.33 327,757,998 37.89

5,597526,222 100 865,135,967 100




3113 Details of non performing advances and specific provisions by class of business

2011 2010
CLASSIFIED SPECIFIC CLASSIFIED SPECIFIC
ADVANCES PROVISIONS ADVANCES PROVISIONS
HELD HELD
RUPEES RUPEES
Cement 200,000,000 200,000,000 200,000,000 200,000,000
Real Estate 70,000,000 27,756,000 70,000,000 35,536,000
Telecommunication 300,000,000 150,000,000
570,000,000 377,756,000 275,000,000 235,635,000
3114 Details of non performing advances and specific provisions by sector
2011 2010
CLASSIFIED SPECIFIC CLASSIFIED SPECIFIC
ADVANCES PROVISIONS ADVANCES PROVISIONS
HELD HELD
RUPEES RUPEES
Public/Government
Private 570,000,000 377,756,000 273.000.00C 235.636.0CC
570,000,000 377,756,000 270,000,50C 235,636,000
3115 Geographical Segment Analysis
2011
PROFIT BEFORE TOTAL ASSETS NET ASSETS ~ CONTINGENCIES &
TAXATION EMPLOYED EMPLOYED COMMITMENTS
RUPEES
Pakistan 867.604.828 11178315742 1105922347 483772603
2010
PROFIT BEFORE TOTAL ASSETS NET ASSETS ~ CONTINGENCIES &
TAXATION EMPLOYED EMPLOYED COMMITMENTS
RUPEES
Pakistan 862.101.587 11633928977 10477203265 882,135,857

3116 Credit Risk-General Disclosures Basel Il Specific
As per SBP's Instructions, the Company 1s using tne standardized approach for ascertaining capital requirements ‘or its credit ris«. It is 11 £1e process
of formulating its pracedures for IRB approach for its credit nis<. Te Company wil cotain necessary approvals and validation from SBP oefore

adopting IRB aporoacn.

31.1.6.1Credit Risk: Disclosures for portfolio subject to the Standardized Approach - Basel Il specific

Types of Exposures anc CCAl's used 2011 201

TTHER
Exposures sorevs || PacRA || T | o || eacei || Gl
Cerporate v v X v v X
Banks v v v v v v




Credit Exposures subject to Standardised approach

Exposures lztirg ¢ Ceduction CRM
RUPEES
23030
1
Corperate 7
Corporate 56
Corporate Unratea 1.302.038.826
Unrazec BRITI
ns 08,811,323 259832557
— 1
Clairr on Banks 45 1483162075 5
T arns categor 727 53 real 2427782 - 2ATE 352 3.329.883

_ISteC equity muzsiTents 507251817 | - risd: )

anz ragulatary 5 |

rrents

nyestnent In geseating 174562 487

fived

13250478

(:her assat

284330207 | | 8 12018561030

Sl

Following 1s tne list of main type of collateral taken by the Company:

- Government Securities

- Registered cnarge on stocks, book deats, receivables and other assets
- Pledge of sponsors' shares

- Guarantee of Government of Pacistan

- Industrial land and building mortgage (equitanle)

- Personal guarantees

- Hypothecation over movaole properties

- Registered charge over fixed assets

312 Liquidity risk

Iqu dity nisk 1s the potential Loss to the Company ansing from either its inability to meet its obligation or to arrange the requisite funding for its

assets at areasonable price. The Company manages its Liguidity risk by diversifying and ensuring the stabitity of its liability structure (funding mix).

Tre nsk management function generates and manitors daity liguidity posit on of the Company.



3121 Maturities of assets and liabilities

Assets

Cash and balances with treasury banks

Balances vath other banks

| endings to financial institutions
Investments

Advances

Fixed assets

Delerred tax assets

(ther assets

Liabilities

Borowings

Other liabilities

Net assets

(a=)
B 2011
Total Upto one Overoneto | | Over three anoer;tﬁ: Overoneto | | Overtwoto| |Overthreeto| | Over five to Over ten
month three months| |to six months to one year two years three years five years ten years years
B RUPEES
1491717118 1.483.162.0/%5
232264506
583.954,255 583.954.25%
4,077544,264 97922519 29757997 1124556867 665.395.545 289./24,096 232.053.881 690.311.864 941990538 5,830,957
4437660212 179.248519 41615905 31515684 74568152 503696.367 500,056,088  1.063885661  2.057.328630 36745206
1/6.177.287 9/9.944 3821.398 2.939.832 5.879,664 160,901,499 1.654.950
3.470.790 3.470./90
384565310 97998485 175532330 141490228 18.14/277 1,350,781 46.209
11.178.315.747 941.885.2/1 200727630 2.783.664.686 763.990.638 955,672,743 733811.128 1794197525 2999319168 45,048,953
106G.873./5% 8.271.058 8221008 16442.116 16412116 32884937 24.863.1 75
12.770,140 3.798597 1,049,050 7372498
119.093.895 12,019,650 1049050 7.372.498 8221058 16.442.116 16,442,116 32.884.232 24,663,175
11.059.221.847 929,865,621 1996/8580  2./76.292,188 755769580  939.230.62/ 717.369.017 1721313293 2.974.655.993 45,016,953




Assets

f>ash and balances with treasury banks
Balances with other banks

Lendings to financial nstitutions

Other assets

Liabilities

ngs

(ther Liahil'lies

Net assets

Snare capital

Reserve

rated profit

Advance against 1ssue of shares

Deficit on revaluation of assets - nel of tax

Total

month

Over one to

three months

ths
10 one year

ver ten

years

=

RUPELS

l

1.399.836.094
8.736.067
1.264,139593
3.0499.786.748
$.308.893.009
18056550/
3043945

368,958,964

8.736.06/
1.264.139.593
800.000
3/.166.892
628.357
4275
249,154,753

1,399.836.094

775472 805
H2.104.593
1.256.715
11./57
10.836.963

67.094.277
229530.86/
3.7/0.144
17525640

4755867

6.094.366

11,633959.927

1,132,259,09%

24.49/667

1560.679.93/

1.132.269.08
13473873

2239568927

11.073.844

322676.7%

6.094.366

1.156.756./62

1.145.732.918

11,023,844

10.4//.203,165

114.89/.019

2278545083

322676./95

6,094,366

6,457.200,000

285.6/1.066
1.142.684.261
2.593.499.200

(1.851.362)




313  Market risk

Market risk i the loss due to adverse movements in market rates or price such as foreign exchange rates,
with trading intent or in order to hedge other elements of the trading book. All investments excludin
nature of investments in banking book, the Company is subject to interest rate risk only. The Compa

3131 |Interest rate risk

Interest rate risk is the risk that assets value will change due to change in the market interest rates. The Com
rate. To further keep the Company abreast of the interest rate risk, an Asset and Liability Committee (

rates movements with regard to the portfolio.

. interest rates and equity prices and / or commodity prices. Market risk pertaining to the trading book consists of positions in financial instruments held either
g trading book are considered as part of banking book. Banking book includes all investment other than available for sale market treasury bills. Due to diversified
ny is using Basel Il standardized approach to calculate risk weighted assets against market risk exposure.

pany manages its interest rate risk by entering into floating rate agreements with its customers. Major portion of the credit portfolio is linked to floating
ALCO) meets with sufficient regularity to discuss the interest rate risk strategy. Interest rate risk profile is also prepared on a monthly basis to ascertain the interest

2011
Effective Exposed to Yield/ Interest risk Not exposed
yield/ to yield/
Uptoone | | Overoneta | | Overthree Over six Overoneto | | Overtwoto | |Overthreeto| | Overfiveto || Aboveten| | interest rate
interest rate Total months
% month three months| [0 SXMONINS | | 15000 yey twoyears || three years five years ten years years nsk
On balance sheet financial S— - )
instruments L RUPFES ]
Financial Assets
(Cash and balances with treasury banks
lances with other banks
endings to financiat institutions 70 2306506 14811 78,364
Inve
/\(;vances 1190 583.954.255 583.954.255 - s ¢ s 3 g = .
Other assets 1421 4077544261 97972519 29./57997  1.124556.86/ 665.395.515 289,724,096 232053881 £90.311.864 941990538 5.830.957
e 14.13 4437660212 129.248519 41,615,905 31,515,684 74568152 503,696.367 500056088  1.063.885661  2,057.328.630 39,745,206 -
_J/4BeL1s8 £ = 2 s = 5 - s 374.861.178
e 1 E e 10.988.963.533 834.273.435 /1373902  2.639.234,626 739,963,697 793420463 /32109968  1./54.197525  2.999.319.168 41,576,163 383,494,585
Financial Liabilities
Borrovangs
Other ligbilities
e 6.50 106.873.755 8.221,058 8221058 16.442.116 16,442,116 32,884,232 24663.175 -
12220140 - . - : - : 12.220.140
119,093.895 8221058 8221058 16,442,116 16,442,116 32.884.232 24663175 12,220,140
0On balance sheet gap
10.869.869,638 826.052.377 71373907  2639.234.626 731,747,639 776978347 715,667.853 1721313293 29/4.655.993 41,576,163 371.274.445

Off-balance sheet financial instruments

Off-balance sheet gap - net
Total yield/ interest risk sensitivity gap

Cumulative yield/ interest rate sensitivity gap

252,143824

86.052.377

8974762/9 3506660905

4268403500 5045381801

5,/6],049./44 /‘487,363-.[]3/ 10415/,019,030

10.498,595,193




0On balance sheet financial

instruments

Financial Assets

Lendings to linancial institutions

Investments

Advances

Other assets

Financial Liabilities

Borrowings

Other Liabilities

On balance sheet gap

0ff-balance sheet financial instruments

2010

Cormmitments to extend credits (In case matenatize)

0Off-balance sheet gap - net

Total yield/ interest risk sensitivity gap

Cumulative yield/ interest rate sensitivity gap

Effective Ij Exposed to Yield/ Interest risk J Not exposed
yield/ So———— e — — to yeld/
Uptoone | | Overone to Qver three Over six Overoneto | | Overtwota | |Overthreeto| | Overfive to || Above ten interest rate
interest rate fotal months
% manth three months| [0 sixmonths | | 5 gne year twoyears || three years five years ten years years risk
i RUPEES
19 - 139356/584 6268510
1305 1264139503 1764139593
1410 3099.786.748 800000 7/5A72805 655078797 6/094277 336604073 29014/553 469126155 496463088
15.2/ 5.308.893,009 37.166.892 52,154,593 177,058,310 229530867 713.826.306 808367580  1.383607416 1901086679 6,094,366
355,385.570 = a 356.385570
11.436.777.08L 1310842557 2.221,194.982 832,137.107 296625144 1050430379 1107515133 185233571  2.397549.767 6.094.366 361.654.080
1,132,259.095 1.132.259,096
1215 13473823 7235016 6.738.807
1.145./32.918 1.139494.111 6238807
10.291.044,163 171.348.441 2.721.194.982 83213/.107 296625144 1050430379 1107515133 1852733571 2.397.549.767 6.094.366 356415.2/3
653./5/438 - 653.757.438
653.757.438 = 663757438
171,348,441 2.221,191.982 832.137.107 296625144 1050430379 1107515133 185273357 2.397549.767 6,094,366
171.348.441 2.392543423 3224680530 3671.3066/0 4571736053 0679251186 7531.984.75/ 9929534524 9935628890




31.3.2 Foreign exchange risk

Foreign exchange nisk arises in case of an on balance sheet / off balance sheet asset or Liability position when tnere 1s adverse
exchange rate movement. The Company has following exposure in this category of market nisk.

2011
Assets Liabilities Off balance Net currency
sheet items exposure
RUPEES
Pakistan Rupee 9505801458 118.093.895 - 9.385,/07,563
United States Dollar 1.483.162.075 = - 1483162075
109888963533 118093895 - 12869868638
2010
Assets Liabilities Off balance Net currency
sheet items exposure
RUPEES
Pak stan Rupee 12043614335 1142732918 - 8897881417
United States Dollar 1.393.162.746 - - 1.383,162./45
11436,/770581 1145732818 - 10291044163

31.3.3 Equity risk

314

3151

32

321

Equity price nisk 1s the risk to the eamings or capital resulting from an adverse change In the value/ price of equity. The Company's exposure
In equity market 1s classified in avaitadle for sale category with the intent <o earn profit based on fundamentals.

Capital risk management

The Company's objectives when managing capital risks are to safeguara tne Company’s anility to continue as a going concern i order to
provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure toreduce the cost of capital.
In order to maintain or adjust the capital structure, the Company may ad;ust the amount of dividend to snareholaers, return of capital to
shareholders. issue new shares or sell assets ta reduce debt. In terms of BSD circular No. 19 of 2008 issued by SBP. DFIs are required to raise
their paid up capital to Rs. 8 billion by December 31, 2011. Upto the year end. the Company has & paid up capital of Rs. 9.1 billion.

Operational risk

Operational nisk 1s the risk of direct or indirect loss resulting from inadequate or failed internal processes. people and system of the
Company.

Tne risk management function in the Company monitors the operational risk in order w0 ensure the safeguarding of assets anc 1o mitigate
other related risks.

Operational Risk-Disclosures Basel Il Specific

The Company has adopted the Basic indicator Approach far ascertaining capital reguirements for its operaticnal nisk. Up to the year end, the
Company has not incarred any loss owing o operational ris«.

ACCOUNTING ESTIMATES AND JUDGEMENTS
Provision against non-performing loans and advances
The management reviews the loan porifolio o assess non-performing accounts an

non-performing accouncs and provision reguirements, the relevant Pradential kegulation
expecled future casn fi

ciea recovery on 3 cuxterly basis In cetermning the

s 5tatus of mark-up 800 orinzipal,
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322 Classification of investments
In classifying investments the Company follows the guidance proviced in SBP circulars.

323 Impairment of investments
The management determines that ‘avallable-for-sale’ investments are impaired when there has been a significant or prolonged decline in
market value/ fair value below its cost. In making tnis juagement, the management considers among other factors, the decline in market

price below cost by 20% as significant and if the decline in market price persists for 9 months as prolonged. For available for sale debt
secunties anc neld to matunity debt secunties. impairment loss is determined on tne basis of prudential regulations of SBP

324  Income taxes

In making the estimates for income taxes currently payable by tne Company. the management looks at the current income tax laws and the
decisions of appellate autnonties on certain issues and the appeals of the department pencing at various levels of authorities

325 Operating fixed assets and intangible asset
The Company reviews the useful lives and residual value of operating fixed assets and intangible asset on a regular basis. Any change in
esurates in future years might affect the carrying amounts of the respective items of operating fixed assets and intangible asset with a
corresponding effect on the depreciation charge/ amortization and impairment.

326 Contingencies

The Company reviews the status of all the legal cases on aregular basis. Based on the expected outcome and lawyers' judgments, appropriate
provision Is made.

327 Valuation of financial instruments
For available for sale treasury bill and PIB investments, the Company uses PRV rates available at the balance sheet date to ascertain their
fair values. For available for sale quoted term finance certificates, the Company uses quoted market rates available at the balance sheet cate
to ascertain their fair value.

328  Gratuity
The Company's gratuity L ability 1s determined using assumptions which are disclosed in note 25 to the financial statements which are used
for determining present value of defined benefit obl rgat\ons and fair value of plan assets. Any change 1n the assumptions from actual results
would cnange the amour: of unrecognised gains and loss

33 DATE OF AUTHORISATION FOR ISSUE
These financial statements viere authonised for 1ssue in the Board of Directors meeting held on 26 March 2012

34 GENERAL

341 The Pakistan Uredit Raung Agency _imited has issuec long term credit rating of AA- and the short term rating of Al+ for the Company.

342  Captionsas prescribed oy 3SD Circular No. 4 datec February 17, 2006 1ssued by SBP for which there are no amounts have not been reproduced
n nese financial statements except for the balance sheet and profit and loss account.
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