
EQUITY AND LIABILITIES     

Equity    

Authorised share capital 4.1  10,000,000,000   10,000,000,000  10,000,000,000 

Issued, subscribed and paid-up     
   share capital 4.2  3,750,000,000   3,750,000,000   3,750,000,000 
Reserves 5  9,424,152,468   11,187,506,142  9,511,637,928 
Equity attributable to owners of      
   the Parent  13,174,152,468  14,937,506,142  13,261,637,928 

Non-controlling interests  549,198,456  524,255,736  2,559,348,479 
  13,723,350,924  15,461,761,878  15,820,986,407 

Non-current liabilities    

Long term loans 6 2,836,644,192   183,939,269   682,607,990 
Liabilities against assets subject     
   to fi nance lease 7 3,467,065   4,385,569   -   
Deferred liability  234,076,000   -     -   
Deferred taxation -net 8   130,273,212   263,791,923  5,091,888 

Current liabilities         

Trade and other payables 9   952,115,114   416,895,696  696,680,952 
Interest / Mark-up accrued  10   436,599,682   55,280,439  194,568,479 
Short term borrowings 11   2,020,683,059   1,217,727,694  3,908,551,248 
Current portion of long term loans 6  -    153,250,000  53,250,000 
Provision for taxation   99,826,284   2,354,617  1,987,139 
Liabilities classifi ed as held for sale   -     -       26,956,786,000 
  3,509,224,139   1,845,508,446  31,811,823,818  
 
 
   20,437,035,532   17,759,387,085  48,320,510,103 

Contingencies and      
   commitments 12 
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ASSETS 

Non-current assets

Property, plant and equipment 13  4,475,330,502   345,924,089  348,830,502 

Intangible assets - others 14  28,186,194   34,681,348  35,754,591 
Goodwill 15  1,515,042,410   2,160,310,718  2,160,310,718 
Membership cards and licenses 16  68,655,000   68,655,000  46,650,000 
Long term investments 17  10,505,544,974   8,818,153,833  7,658,758,006 
Investment property 18 126,000,000   99,100,000  102,400,000 
Long term loans and 
   advances - considered good 19  -     18,307,708  41,706,714 
Long term deposits and      
   prepayments 20  38,613,563   36,120,043  30,233,372 

Current assets 
Stock in trade 21  120,422,000   -     -   
Stores and Spares 22  444,791,000   -     -   
Trade debts 23  481,606,595   1,760,651,188   1,546,203,584 
Loans and advances -      
   considered good 24  647,202,095   263,270,015  127,251,572 
Deposits and prepayments 25  42,174,165   71,015,733  60,316,245 
Advance tax   157,124,792   68,632,877   56,954,336 
Other receivables - considered good 26  226,229,603   207,196,507  176,862,091 
Short term investments 27  1,470,284,734   3,680,869,407   3,697,465,086 
Other assets   -     -     357,082,445 
Cash and bank balances 28  89,827,905   126,498,619  66,638,043 
Assets classifi ed as held for sale   -     -     31,807,092,798 
  3,679,662,889   6,178,134,346  37,895,866,200
 

   20,437,035,532   17,759,387,085   48,320,510,103

The annexed notes from 1 to 45 form an integral part of these fi nancial statements.    
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Operating revenue  29 682,522,787 776,506,724
Gain / (loss) on sale of securities - net   89,781,979 161,657,289
Gain / (loss) on remeasurement of investments - net   508,370,102 945,893,915
Unrealised gain /(loss) on re-measurement
   of investment property   11,916,000 (4,400,000) 
   1,292,590,868 1,879,657,928
Gain on distribution of shares  3.22 127,125,000 -

Loss on loss of control of subsidiary   (293,142,614) -
Operating, administrative and other expenses  30 (1,356,776,764) (479,047,367)
Impairment of goodwill   (984,280,458) -
Impairment loss on investment   (190,632,555) (7,128,358)
Operating loss   (1,405,116,523) 1,393,482,203
Other income  31 388,613,491 109,754,014
   (1,016,503,032) 1,503,236,217
Finance cost  32 (272,823,709) (392,517,026)
Other charges  33 (58,700,853) (102,653,264) 
   (1,348,027,594) 1,008,065,927
Share of profi t of equity - accounted investees (net of tax)   558,973,994 1,059,412,228
(Loss) / profi t before tax   (789,053,600) 2,067,478,155
Taxation  34 (192,785,444) (278,929,108)
(Loss) / profi t after tax from continuing operations   (981,839,044) 1,788,549,047

Discontinued operations
Loss for the year from discontinued operations   - (773,157,701)
(Loss) / profi t for the year   (981,839,044) 1,015,391,346

Profi t / (loss) attributable to:   
Equity holders of Arif Habib Corporation Limited
(formerly Arif Habib Securities Limited)
   From continuing operations   (872,915,569) 1,635,625,526
   From discontinued operations   - (75,638,943) 
   (872,915,569) 1,559,986,583
Non-controlling interests
   From continuing operations   (108,923,475) 152,923,521
   From discontinued operations   - (697,518,758) 
   (108,923,475) (544,595,237)

(Loss) / earning per share - basic and diluted  35
   From continuing operations   (2.33) 4.36
   From discontinued operations   0.00 (0.20)
Total   (2.33) 4.16

The annexed notes from 1 to 45 form an integral part of these fi nancial statements.
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(Loss) / profi t for the year   (981,839,044) 1,015,391,346

Other comprehensive income

Net change in fair value of investments classifi ed as
   ‘available-for-sale’   (14,432,074) 192,794,629

Net change in fair value of investments classifi ed as
   ‘available-for-sale’ reclassifi ed to profi t and loss account   433,506,172 -

Net effect of translation of net assets of
   foreign subsidiary to presentation currency   855,855 2,646,251

Share of other comprhensive income of
   equity-accounted investees   (2,165,158) -

Deferred tax effect on equity accounted investee   216,516 -

Other comprehensive income for the year   417,981,311 195,440,880

Total comprehensive (loss) / income for the year   (563,857,733) 1,210,832,226

Total comprehensive loss attributable to:
Equity holders of Arif Habib Corporation Limited
(formerly Arif Habib Securities Limited)   (449,339,293) 1,677,331,758
Non-controlling interests   (114,518,440) (466,499,532)
   (563,857,733) 1,210,832,226 
     
  
     
  
The annexed notes from 1 to 45 form an integral part of these fi nancial statements.   
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CASH FLOWS FROM OPERATING ACTIVITIES     
Cash generated from operations  37   3,318,546,758  1,849,460,447 
Income tax paid   (55,931,072) (31,257,348)
Finance cost paid   (257,489,466)  (531,805,066)
Net cash generated from operating activities    3,005,126,220  1,286,398,033 

CASH FLOWS FROM INVESTING ACTIVITIES     
Acquisition of property and equipment    (405,526,923) (522,987,514)
Acquisition of intangible assets   (20,903,107) (941,340)
Membership cards and licenses    -    (22,005,000)
Investment property    (14,984,000)  (100,000)
Dividend and interest received   305,081,852  169,158,364 
Long term investments   (2,224,051,178) (1,096,468,494)
Proceeds from sale of property and equipment & intangibles    403,430,218  475,224,945 
Long term loans and advances    (306,706,896) (113,686,749)
Long term deposits   27,804,812  (6,886,671)
Proceeds from sale of AHBL and REMMCO   -    2,662,529,453 
Net cash (used in) / generated from investing activities   (2,235,855,222) 1,543,836,994 

CASH FLOWS FROM FINANCING ACTIVITIES     
Long term and short term fi nancing    (294,897,077) (68,300,897)
Liability against assets subject to fi nance lease   -    - 
Dividend paid   (1,314,000,000) (11,250,000)
Net cash used in fi nancing activities   (1,608,897,077) (79,550,897)

Net (decrease) / increase in cash and cash equivalents   (839,626,079) 2,750,684,130 
Cash and cash equivalents at beginning of the year    (1,091,229,075) (3,841,913,205)
Cash and cash equivalents at end of the year  37.1  (1,930,855,154)  (1,091,229,075)

The annexed notes from 1 to 45 form an integral part of these fi nancial statements.   
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Balance as at 1 July 2009  3,750,000,000 (539,888,801) 27,047,930 4,019,567,665 5,973,707,384 13,230,434,178 2,548,947,229 15,779,381,407

Impact of change in accounting
   policy (note 3.1.1)  - - - -- 31,203,750 31,203,750 10,401,250 41,605,000
Balance as at 1 July 2009 - Restated  3,750,000,000 (539,888,801) 27,047,930 4,019,567,665 6,004,911,134 13,261,637,928 2,559,348,479 15,820,986,407

Total comprehensive income /
   (loss) for the year
Profi t / (loss) for the year  - - - - 1,559,986,583 1,559,986,583 (544,595,237) 1,015,391,346

Other comprehensive income

Net change in fair value of investments
   classifi ed as ‘available-for-sale’  - 115,067,818 - - - 115,067,818 77,726,811 192,794,629

Net effect of translation of net assets of
   foreign subsidiary to presentation currency  - - 2,277,357 - - 2,277,357 368,894 2,646,251
  - 115,067,818 2,277,357 - 1,559,986,583 1,677,331,758 (466,499,532) 1,210,832,226

Transactions with owners recorded
directly in equity

Acquisition of non-controlling interests
   with change in control  - - - - (1,463,544) (1,463,544) 2,392,606 929,062

Cash dividend by AHL for the year ended
   30 June 2009 - Rs. 1.5 per share  - - - - - - (11,250,000) (11,250,000)

Disposal of non-controlling interests
    with a change in control  - - - - - - (1,559,735,817) (1,559,735,817)

Balance as at 30 June 2010 Rupees 3,750,000,000 (424,820,983) 29,325,287 4,019,567,665 7,563,434,173 14,937,506,142 524,255,736 15,461,761,878

Balance as at 30 June 2010  3,750,000,000 (424,820,983) 29,325,287 4,019,567,665 7,563,434,173 14,937,506,142 524,255,736 15,461,761,878

Total comprehensive (loss) /
   income for the year
Profi t / (loss) for the year  - - - - (872,915,569) (872,915,569) (108,923,475) (981,839,044)

Other comprehensive income

Net change in fair value of investments
   classifi ed as ‘available-for-sale’  - (8,685,189) - - - (8,685,189) (5,746,885) (14,432,074)

Net change in fair value of investments
   classifi ed as ‘available-for-sale’
reclassifi ed to profi t and loss account  - 433,506,172 - - - 433,506,172 - 433,506,172

Share of other comprhensive income of
   equity-accounted investees  - (1,948,642) - - - (1,948,642) - (1,948,642)

Net effect of translation of net assets of       -
foreign subsidiary to presentation currency  -  703,935 - - 703,935 151,920 855,855
  - 422,872,341 703,935 - (872,915,569) (449,339,293) (114,518,440) (563,857,733)

Transactions with owners recorded
   directly in equity
Distribution of 112.5 million (3 shares for
   every 10 shares held) shares of Fatima
   Fertilizer Company Limited for the year
   ended 30 June 2010  - - - - (1,314,000,000) (1,314,000,000) - (1,314,000,000) 

Acquisition of non-controlling interests with
   change in control of AACIL and SEDPL  - - - - (14,381) (14,381) 362,669,447 362,655,066

Disposal of non-controlling interests
   with a change in control of AHIL  - - - - - - (223,208,287) (223,208,287)

Balance as at 30 June 2011 Rupees 3,750,000,000 (1,948,642) 30,029,222 4,019,567,665 5,376,504,223 13,174,152,468 549,198,456 13,723,350,924

The annexed notes from 1 to 45 form an integral part of these fi nancial statements.

Consolidated Statement of Changes in Equity
For the year ended 30 June 2011

Arif Habib Corporation Limited
(formerly Arif Habib Securities Limited)

issued,
subscribed
and paid up

share capital 

Unrealized
(diminution) / 
appreciation 

on remea-
surement of 
investment

Exchange 
difference on 
translation to 
presentation 

currency

General 
reserve

Equity attributable to owners of the Company

Unappropriated
profi t

Total 
equity

Non - Controlling
Interests

Total

131Annual Report 2011

P
ro

m
ot

in
g 

In
ve

st
m

en
ts

CHAIRMAN & CHIEF EXECUTIVE DIRECTOR



1. STATUS AND NATURE OF BUSINESS

  Arif Habib Corporation Limited [formerly Arif Habib Securities Limited] (AHCL), the Parent, was incorporated in Pakistan on 14 
November 1994 as a public limited company under the Companies Ordinance, 1984. The Company is listed on the Karachi, 
Lahore and Islamabad Stock Exchanges of Pakistan. The principal activity of AHCL is to manage investments in subsidiary com-
panies and associates engaged in chemical/fertilizer, fi nancial services, construction materials, industrial metal/steel and other 
sectors. AHCL also invests in  listed securities. The registered offi ce of the Parent Company is situated at Arif Habib Centre, 2nd 
Floor, 23 M. T. Khan Road, Karachi, Pakistan. The Parent Company is domiciled in the province of Sindh.

 The consolidated fi nancial statements of AHCL for the year ended 30 June 2011 comprise of the Parent Company and following 
subsidiary companies (here-in-after referred to as the Group).

   Shareholding
   (including
 Name of Company indirect holding)

 - Arif Habib Limited, a brokerage house 75.15%
 - Arif Habib DMCC, a UAE incorporated member company of    

    Dubai Gold and Commodities Exchange 100.00%
 - SKM Lanka Holdings (Private) Limited, a Srilankan incorporated    

    brokerage house at Colombo Stock Exchange 75.00%
 - Pakistan Private Equity Management Limited, a venture capital company 85.00%
 - Al-Abbas Cement Industries Limited, a cement manufacturing company 61.13%
 - Sachal Energy Development (Pvt) Limited, a wind power generation company 99.99%
  
 Additionally, the Parent has long term investments in following associates:   

 
 Name of Company  
 
 - Pakarab Fertilizers Limited 30.00%
 - Aisha Steel Mills Limited 48.57%
 - Fatima Fertilizer Company Limited 16.40%
 - Arif Habib Investments Limited 30.09%
 - Thatta Cement Company Limited 9.06%
 - Sweetwater Dairies Pakistan (Private) Limited 29.69%
 - Crescent Textile Mills Limited, a textile manufacturing company 24.81%
 - Rozgar Microfi nance Bank Limited 19.01%

1.1 Arif Habib Limited (AHL) was incorporated in Pakistan on 07 September 2004 under the Companies  Ordinance, 1984, as a 
public limited company. The registered offi ce of AHL is situated at Arif Habib Centre, 23 M.T. Khan Road, Karachi, Pakistan. It is 
domiciled in the province of Sindh. AHL is member of Karachi, Lahore, Islamabad Stock Exchanges and National Commodities 
Exchange. It is registered with SECP as securities brokerage house and principally engaged in the business of securities broker-
age, commodities brokerage, IPO underwriting, advisory and consultancy services. The shares of AHL are listed at the Karachi 
Stock Exchange since 31 January 2007. 
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1.2 Arif Habib DMCC (AHD) was incorporated in Dubai, U.A.E. on 24 October 2005 as a limited liability company. Its registered offi ce 
is situated at Dubai Metals and Commodities Center, Dubai, U.A.E. AHD is a wholly owned subsidiary of AHCL and was granted 
registration and trading license by the Registrar of Companies of the Dubai Multi Commodities Center (DMCC) Authority on 26 
October 2005. AHD is expected to start its commercial operations at the Dubai Gold and Commodities Exchange within next 
twelve months besides consultancy which have already been started. 

1.3 SKM Lanka Holdings (Private) Limited (SKML) was incorporated in Colombo, Sri Lanka on 15 February 2007 as a limited liability 
company. Its registered offi ce is situated at 86/1, Dawson Street, Colombo 02, Sri Lanka. It is domiciled in the province of Co-
lombo and is registered with Securities and Exchange Commission of Sri Lanka as securities brokerage house.

1.4 Pakistan Private Equity Management Limited (PPEML) was incorporated in Pakistan on 6 September 2006 as a public limited 
company under the Companies Ordinance, 1984. The registered offi ce of PPEML is situated at Arif Habib Centre 23 M.T. Khan 
Road, Karachi, Pakistan. It is domiciled in the province of Sindh. PPEML is a fund management company (FMC) registered, under 
the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 as amended through SRO 113(1)2007, with 
the Securities and Exchange Commission of Pakistan and licensed to carry out private equity and venture capital fund manage-
ment services. 

1.5 Al-Abbas Cement Industries Limited (AACIL) was established as private limited company on 1st December, 1981 and was con-
verted into public limited company on 9th July 1987 and is listed on Karachi and Lahore Stock Exchanges. The Company’s 
principal activity is manufacturing, selling and marketing of cement. The registered offi ce of the Company is situated at Arif Habib 
Center, 23, M.T Khan Road, Karachi and its undertaking is situated at Deh Kalo Kohar, Nooriabad Industrial Estate, District Dadu 
(Sindh).

  On 27 June 2011, the Parent subscribed 152.810 million right shares at Rs. 5 per share resulting in acquisition of control of 
AACIL. The recognised amounts of net assets acquired and liabilities assumed amounted to Rs. 570.310 million resulting in rec-
ognition of goodwill amounting to Rs. 253.756 million and non-controlling interest amounting to Rs. 362.760 million. The Group 
management believes that this investee company has great potential with high plant capacity and its fi nancial performance and 
position will therefore increase with adequate capital structure and management. 

 Upto the date of acquisition of control, AACIL was accounted for under equity method. The fair value of existing investment on the 
date of acquisition was Rs. 933.070 million. The consolidated profi t and loss account includes Rs. 325.140 million representing 
share of loss from AACIL.

1.6 Sachal Energy Development (Pvt.) Limited (SEDPL) is a company incorporated in Pakistan under the Companies Ordinance 
1984 on November 20, 2006.The company’s registered offi ce is located in Islamabad, Pakistan. The company plans to carry out 
the business of  purchasing, importing, transforming, converting, distributing, supplying and dealing in electricity and all other 
form of energy and the related services.

 On 16 November 2011, the Parent obtained control of Sachal Energy Development (Pvt) Limited by acquiring 4 million ordinary 
shares of Rs. 10 each from Mr. Arif Habib. As a result, the Company now has 99.99% equity interest in Sachal Energy Develop-
ment (Pvt) Limited.

 At the date of acquisition, the recognised amounts of net liabilities assumed and assets acquired were Rs. 45.256 million, re-
sulting in recognition of goodwill amounting to Rs. 85.256 million.

 Further, the Parent also acquired additional 9 million shares in the subsidiary for Rs. 10 each. The following summarizes the 
effect of changes in the Parent’s ownership interest in SEDPL:
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 Parent’s ownership interest at the date of acquisition of control  40,000,060 
 Effect of increase in Parent’s ownership interest  90,000,000 
 Share of loss  (29,136,974)
 Parent’s ownership interest at end of the year Rupees 100,863,086 
  
2. BASIS OF PREPARATION

2.1 Statement of compliance

 These consolidated fi nancial statements have been prepared in accordance with approved accounting standards as applicable 
in Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards (IFRSs) issued by the 
International Accounting Standards Board as are notifi ed under the Companies Ordinance, 1984, provisions of and directives 
issued under the Companies Ordinance, 1984. In case requirements differ, the provisions or directives of the Companies Ordi-
nance, 1984 shall prevail.

2.2 Basis of measurement

 These consolidated fi nancial statements have been prepared under the historical cost convention, except for certain invest-
ments which are measured at their fair values (as disclosed in note 18 and 27).

2.3 Functional and presentation currency

 These consolidated fi nancial statements are presented in Pak Rupees, which is the Group’s functional and presentation cur-
rency. The fi nancial statements of two foreign incorporated subsidiaries have been translated into Pak Rupees for the purpose 
of these consolidated fi nancial statements. All fi nancial information has been rounded to the nearest rupee.

2.4 Use of estimates and judgments

 The preparation of these consolidated fi nancial statements in conformity with approved accounting standards, as applicable in 
Pakistan, requires management to make judgments, estimates and assumptions that affect the application of accounting poli-
cies and the reported amounts of assets, liabilities, income and expenses.

 The estimates and associated assumptions are based on historical experience and various other  factors that are believed to be 
reasonable under the circumstances, the result of which form the basis of making judgments about carrying values of assets 
and liabilities that 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. Revisions to anaccounting estimate are recog-
nized in the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and 
future periods if the revision affects both current and future periods.

 Information about judgments made by management in the application of approved accounting standards, as applicable in Paki-
stan, that have signifi cant effect on the fi nancial statements and estimates and assumptions with a signifi cant risk of material 
adjustment in the future periods are included in following notes:

 • Useful lives and residual values of property and equipment (note 3.5)
 • Provision for taxation (note 3.4)
 • Classifi cation of investments (note 3.9 - 3.9.3)
 • Fair value of investments (note 3.9 - 3.9.3)
 • Impairment (note 3.8)
 • Fair value of investment property (note 3.6)
 • Staff retirement benefi ts (note 3.3.3)
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2.5 Amendments / interpretation to existing standard and forthcoming requirements Standards, amendments or interpreta-
tions which became effective during the year 

 
 During the year certain amendments to Standards or new interpretations became effective, however, the amendments or in-

terpretation were either not relevant to the Group’s operations or were not expected to have any signifi cant impact on the Com-
pany’s fi nancial statements.

 New / revised accounting standards, amendments to published accounting standards, and interpretations that are not yet 
effective

 
 The following standards, amendments and interpretations of approved accounting standards are only effective for annual peri-

ods beginning from the dates specifi ed below:

 - Presentation of Items of Other Comprehensive Income (Amendments to IAS 1, ‘Presentation of Financial Statements’) ef 
 fective for annual periods beginning on or after 1 July 2012.        

 - Deferred Tax: Recovery of Underlying Assets (Amendments to IAS 12) effective for annual periods beginning on or after 1  
 January 2012.           

 
 - IAS 19, ‘Employee Benefi ts’ (Amended 2011) effective for annual periods on or after 1 January 2013.   

       
 - Prepayments of a Minimum Funding Requirement (Amendments to International Financial Reporting Interpretations Com 

 mittee (IFRIC) Interpretation 14) effective for annual periods beginning on or after 1 January 2011. 

 - IAS 24, ‘Related Party Disclosures’ (Revised 2009) effective for annual periods beginning on or after 1 January 2011.

 - Disclosures – Transfers of Financial Assets (Amendments to IFRS 7) effective for annual periods beginning on or after 1  
 July 2011. 

 - IAS 27, ‘Separate Financial Statements’ (Revised 2011) effective for annual periods beginning on or after 1 January   
 2013.          

  
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 The signifi cant accounting policies adopted in the preparation of these fi nancial statements are set out below. These policies 
have been applied consistently to all years presented, except as explained in note 3.1, which addresses changes in accounting 
policy.

3.1 Change in accounting policy

3.1.1 Accounting for investment property

 During the year the Group changed its accounting policy for subsequent measurement of investment property from cost model 
to fair value model for more appropriate presentation as permitted by the International Accounting Standard (IAS) 8 ‘Accounting 
policies, change in accounting estimate and error’ and IAS 40 ‘Investment Property’. The change in accounting policy has been 
accounted for in accordance with the requirements of IAS 8 ‘Accounting policies, change in accounting estimate and error’.  

 This change in accounting policy was applied retrospectively and had an insignifi cant impact on earnings. The following table 
summarises the adjustments made to the balance sheet upon implementation of the new accounting policy:
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   2011   2010  2009 
     
 Effect on investment propertyRupees   49,121,000   37,205,000  41,605,000 
 Effect on unappropriated profi ts Rupees  49,121,000   37,205,000  41,605,000 
     
 The effect on profi t and loss was as follows:      

   2010 2009
 
 (Decrease) / increase in profi t after tax  Rupees  (4,400,000)  41,605,000 
 (Decrease) / increase in basic earnings per share  Rupees  (0.01)  0.08 
 
3.2 Basis of consolidation

 (i)  Subsidiaries  
  Subsidiaries are entities in which the Parent has control and / or ownership of more than half or fi fty percent, of the vot 

 ing power. Control exists when the Parent has the power to govern the fi nancial and operating policies of an entity so as to  
 obtain benefi ts from its activities. In assessing control, potential voting rights that are currently exercisable are taken into  
 account. The fi nancial statements of subsidiaries are included in the consolidated fi nancial statements from the date that 
 control commences until the date that control ceases. The accounting policies of subsidiaries have been changed when  
 necessary to align them with the policies adopted by the Parent.  

  The assets and liabilities of subsidiary companies have been consolidated on a line-by-line basis.The carrying value of  
 investments held by the Parent is eliminated against the subsidiary’s shareholders’ equity in the consolidated fi nancial  
 statements.          

  
  Material intra-group balances and transactions have been eliminated.      

 
  Non-controlling interest is that portion of equity in a subsidiary that is not attributable, directly or  indirectly, to the Parent.  

 Non-controlling interests are presented as a separate item in the consolidated fi nancial statements.   
 

  Upon the loss of control, the Group derecognizes the assets and liabilities of the subsidiary, any non-controlling interests  
 and other components of equity related to the subsidiary. Any surplus or defi cit arising on the loss of control is recognized  
 in profi t or loss.          

  
  The fi nancial year of the Parent and its subsidiaries are the same except for SKML and AHD. Financial years of the said  

 subsidiaries are 31 March and 31 December, respectively. AHD has however prepared, for consolidation purposes, in- 
 terim fi nancial statements as of the same date as the fi nancial statements of the Parent. These consolidated fi nancial  
 statements have been prepared using uniform accounting policies for like transactions and other events in similar 

  circumstances.          
  
  The fi nancial statements of Arif Habib Limited and Pakistan Private Equity Management Limited as of 30 June 2011 and  

 fi nancial statements of SKM Lanka Holdings (Private) Limited as of 31 March 2010 are audited. However, the fi nancial  
 results of Al-Abbas Cement Industries Limited, Arif Habib DMCC and Sachal Energy Development (Pvt.) Limited consoli- 
 dated in these fi nancial statements are unaudited. The results of Arif Habib Investment Limited have been consolidated 
 upto 27 June 2011 which is the date on which the control was transferred to the new owners of AHIL.   
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 (ii)  Associates

  The Parent considers its associates to be such entities in which the Group has ownership, of not  less than twenty percent  
 but not more than fi fty percent, of the voting power and / or has signifi cant infl uence through common directorship, but  
 not control.

  
  Investment in associates are accounted for under the equity method, less impairment losses, if any. Such investments  

 are carried in the balance sheet at cost, plus post-acquisition changes in the Group’s share of net assets of the associate,  
 less any impairment in value. The profi t and loss account refl ects the Group’s share of the results of its associates. The  
 equity method for investments in associates is applied from the date when signifi cant infl uence commence until the date  
 when that signifi cant infl uence ceases. Group’s share of results of associates in these  consolidated fi nancial statements  
 are based on un-audited fi gures as of 30 June 2011. However, fi nancial statements of two associates namely, Pakarab  
 Fertilizers Limited and Fatima Fertilizer Company Limited, for the period ended 30 June 2011 have been reviewed by inde 
 pendent auditors

3.3 Staff retirement benefi ts

 The Group companies operate the following retirement and other benefi t schemes:

3.3.1 Defi ned contribution plan

 AHCL and AHL  operate recognized provident fund schemes for all eligible permanent employees for which their contributions 
are charged to profi t and loss account.          

3.3.2 Voluntary pension scheme
 
 PPEML operates a voluntary pension scheme for all its permanent employees. Equal monthly contributions are made both by 

the company and the employees.        
3.3.3 Other benefi t schemes

 Defi ned benefi t plan

 AACIL operates an approved funded gratuity plan for all its employees who have completed the qualifying period under the 
scheme. Contributions are made to the fund in accordance with actuarial recommendations. The most recent valuation in this 
regard was carried out as at 30 June 2011 by using Projected Credit Unit Method for valuation of the scheme. The actuarial 
gains/losses are recognized as income or expense in the year in which they arise.

 Certain actuarial assumptions have been adopted as disclosed in these consolidated fi nancial statements for actuarial valua-
tions of present value of defi ned benefi t obligations. Change in these assumption in future years may affect the liability under 
the scheme for those years.

3.4 Taxation           
 
 Income tax expense comprises of current and deferred tax. Income tax expense is recognized in profi t and loss account except to 

the extent that it relates to items recognized directly in equity, in which case it is recognized in equity. However, in case of PPEML 
(a fund management company) no tax is payable in accordance with clause 101 of part I of second schedule to the Income Tax 
Ordinance, 2001.           
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 Current
 
 Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at 

the balance sheet date, and any adjustments to tax payable in respect of prior years.     
      

 Deferred

 Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences at the balance 
sheet date between the tax base and carrying amount of assets and liabilities for fi nancial reporting purposes.   

 Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred tax assets are recognized for 
all deductible temporary differences and carry forward of unused tax losses, to the extent that it is probable that future taxable 
profi t will be available against which the deductible temporary differences and carry forward of unused tax losses can be utilized. 
Carrying amount of all deferred tax assets are reviewed at each balance sheet date and are reduced to the extent that it is no 
longer probable that the related tax benefi t will be realized. 

 Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is real-
ized or the liability is settled.           

3.5   Property, plant and equipment

 Owned

 Property, plant and equipment, except capital work-in-progress, are stated at cost less accumulated depreciation and impair-
ment losses, if any. Cost includes expenditure that are directly attributable to the acquisition of the asset. 

 Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it 
is probable that future economic benefi ts associated with the item will fl ow to the entity and its cost can be measured reliably. 
Cost incurred to replace a component of an item of property and equipment is capitalized, the asset so replaced is retired from 
use and its carrying amount is derecognized. Normal repairs and maintenance are charged to profi t and loss account during the 
period in which they are incurred.

 Depreciation on plant and machinery is charged using units of production method. The unit of production method resulted in 
depreciation charge based in the actual use or output.

 Depreciation on assets other than plant and machinery is charged to profi t and loss account using the reducing balance method 
over the asset’s useful life at the rates stated in note 13.

 The depreciation on property and equipment is charged full in the month of acquisition and no depreciation is charged in the 
month of disposal.           

 
 Gains or losses on disposal of an item of property and equipment are recognized in the profi t and loss account currently.  

 The assets’ residual value and useful life are reviewed at each fi nancial year end, and adjusted if impact on depreciation is 
signifi cant.           

 
 Capital work in progress is stated at cost and consists of expenditure incurred and advances made in respect of property and 

equipment in the course of their construction and installation. Transfers are made to relevant asset’s category as and when as-
sets are available for intended use.          
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Leased           
 
 Leases in terms of which the Group companies assumes substantially all the risks and rewards of ownership are classifi ed as 

fi nance lease. Asset acquired by way of fi nance lease is stated at an amount equal to the lower of its fair value and the present 
value of minimum lease payments at the inception of the lease less accumulated depreciation and impairment losses, if any. 
The corresponding liability to the lessor is included in the balance sheet as liabilities against assets subject to fi nance lease. 

 Leased assets which are obtained under Ijarah agreement are not recognized in the balance sheet and are treated as operating 
lease based on Islamic Financial Accounting Standard (IFAS) 2 issued by the Institute of Chartered Accountants of Pakistan and 
notifi ed by Securities and Exchange Commission of Pakistan vide S.R.O. 43(1) / 2007 dated 22 May 2007. Payments made 
under operating lease are charged to profi t and loss account on a straight line basis over the lease term.

3.6 Investment property           

 Property that is held for long-term rental yields or for capital appreciation or both is classifi ed as investment  property.  Invest-
ment property is initially measured at its cost, including related transaction costs and  borrowing costs, if any.   

 Subsequent expenditure is capitalized to the asset’s carrying amount only when it is probable  tha future economic benefi ts as-
sociated with the expenditure will fl ow to the Company and the cost of the item can be measured reliably. All other repairs and 
maintenance costs are expensed whe incurred. When part of an investment property is replaced, the carrying amount of the 
replaced part is derecognized.           

 The Group, with effect from July 1, 2010, changed its accounting policy for subsequent measurement of items of  investment 
property by following fair value model as permitted by applicable accounting standard. Previously, the cost model was followed 
as per applicable accounting standard for the purpose of subsequent measurement of items of investment property and accord-
ingly all items of investment property were carried at their historical costs plus cost of any subsequent improvements thereon. 
The effect of the change in accounting policy have been summarized in note 3.1 to the fi nancial statements. 

 For the purpose of subsequent measurement, the fair value of the investment property is determined with suffi cient regularity 
based on available active market prices, adjusted, if necessary, for any difference in the nature, location or  condition of the 
specifi c asset. Valuations wherever needed are performed as of the reporting date by professional valuers  who hold recognized 
and relevant professional qualifi cations and have recent experience in  the location and category of the investment property be-
ing valued. These valuations form the basis for the carrying amounts in the fi nancial statements.     

 Changes in fair values are recognized in the profi t and loss. An item of investment property is derecognized either when disposed 
of or permanently withdrawn from use and no future economic benefi ts is expected from its disposal.    

3.7 Intangible assets           
 
3.7.1 Goodwill

 Goodwill is measured as the excess of the purchase consideration, including the acquisition-date fair value of the acquirer’s 
previously held equity interest in the acquiree incase of step acquisition, over the fair value of the identifi able assets acquired 
and liabilities assumed including contingent liabilities less impairment losses, if any.     
      

3.7.2 Membership cards and offi ces

 These are held by AHL and are stated at cost less impairment losses, if any. The carrying amount is reviewed at each balance 
sheet date to assess whether it is in excess of its recoverable amount, and where the carrying value exceeds estimated recover-
able amount, it is written down to its estimated recoverable amount. 
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3.7.3 Others

 Intangible assets, other than goodwill, are stated at cost less accumulated amortization and accumulated impairment losses, if 
any. Intangibles are amortised over their estimated useful lives.

3.8 Impairment

 A fi nancial asset, other than that carried at fair value through profi t or loss, is assessed at each balance sheet date to determine 
whether there is any objective evidence that it is impaired. A fi nancial asset is impaired if objective evidence indicates that a loss 
event has occurred and that the loss event has a negative effect on the estimated future cash fl ows of that asset.

 In case of investment in equity securities classifi ed as available for sale and measured at fair value, a signifi cant or prolonged 
declined in the fair value of the security below its cost is considered in determining whether the assets are impaired. If any such 
evidence exists, the cumulative loss measured as a difference between the acquisition cost and the current fair value, less any 
impairment loss on that investment previously recognized is transferred from equity and recognized in the profi t and loss ac-
count. Such impairment losses are not subsequently reversed through the profi t and loss account. 

 Individually signifi cant fi nancial assets are tested for impairment on an individual basis. The remaining fi nancial assets are as-
sessed collectively in groups that share similar credit risk characteristics. All impairment losses are recognized in profi t and loss 
account.

 The carrying amount of the Group’s non-fi nancial assets and investment carried at cost are reviewed at each balance sheet date 
to determine whether there is any indication of impairment. If such an indication exists, the recoverable amount of the asset is 
estimated in order to determine the extent of impairment loss, if any. An impairment loss is recognized for the amount by which 
the asset’s carrying amount exceeds its estimated recoverable amount. The recoverable amount is the higher of an asset’s fair 
value less costs to sell and value in use. Impairment losses are recognized in profi t and loss account. 

3.9   Investments 

 The management of the Group determines the appropriate classifi cation of its investments at the time of purchase or increase 
in holding and classifi es / reclassifi es its investment as subsidiaries, associates and joint ventures, at fair value through profi t or 
loss, available for sale and held-to-maturity.

 All investments are initially recognized at fair value, being the cost of the consideration given including transaction costs associ-
ated with the investment, except for those classifi ed as at fair value through profi t or loss, in which case the transaction costs are 
charged to the profi t and loss account.

 
 All “regular way” purchases and sales of fi nancial assets are recognized on the trade date, that is the date on which the Group 

commits to purchase / sell an asset. Regular way purchases or sales of fi nancial assets are the contracts which require delivery 
of assets within the time frame generally established by regulations or market convention.

 Where active market of the quoted investment exists, fair value is determined through Karachi Stock Exchange daily quotation. 
In case of unquoted investment, where active market does not exists, fair value is determined using valuation techniques. The 
investments in equity instruments that do not have a market / quoted price in an active market and whose fair value cannot be 
reliably measured are carried at cost.

 The Group classifi es its investments in the following categories:
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3.9.1 At fair value through profi t or loss - held for trading  

 Investments which are acquired principally for the purpose of selling in the near term or the investments that are part of a portfo-
lio of fi nancial instruments exhibiting short term profi t taking are classifi ed as at fair value through profi t or loss - held for trading. 
These are stated at fair values with any resulting gains or losses recognized in the profi t and loss account. The fair value of such 
investments, representing listed equity securities are determined on the basis of prevailing market prices at the respective stock 
exchange and on market based redemption / repurchase prices, whichever is applicable, in case of other securities.

3.9.2 Available for sale

 Available for sale investments are those non-derivative investments that are designated as available for sale or are not classifi ed 
in any other category. These are primarily those investments that are intended to be held for an undefi ned period of time or may 
be sold in response to the need for liquidity. 

 
 At subsequent balance sheet dates, these investments are remeasured at fair values and the resulting gains or losses are rec-

ognized directly in equity until the investment is disposed off or impaired at which time these are transferred to profi t and loss 
account.

 Where active market of the quoted investment exists, fair value of quoted investments is determined using quotations of the 
respective stock exchange. The investments for which a quoted market price is not available, are measured at cost, unless fair 
value can be reliably measured. Such fair value estimates are subjective in nature and involve some uncertainties and matters 
of judgment (e.g. valuation, interest rate etc.) and therefore, cannot be determined with precision.

 
3.9.3 Held-to-maturity investments

 Investments with a fi xed maturity where the company has the intent and ability to hold to maturity are classifi ed as held-to-
maturity investments. Held-to-maturity investments are carried at amortized cost using the effective interest rate method, less 
any impairment losses

3.10 Sale and repurchase agreements  

 Transactions of purchase under resale (reverse-repo) of marketable securities including the securities purchased under continu-
ous funding system are entered into at contracted rates for specifi ed periods of time. Securities purchased with a corresponding 
commitment to resale at a specifi ed future date (reverse-repo) are not recognized in the balance sheet. Amounts paid under 
these agreements in respect of reverse repurchase transactions are included in assets. The difference between purchase and 
resale price is treated as income from reverse repurchase transactions in marketable transactions / continuous funding system 
and accrued over the life of the reverse repo agreement.  

 Transactions of sale under repurchase (repo) of marketable securities are entered into at contracted rates for specifi ed periods 
of time. Securities sold with a simultaneous commitment to repurchase ata specifi ed future date (repos) continue to be recog-
nized in the balance sheet and are measured in accordance with accounting policies for investments. The counterparty liabilities 
for amounts received under these transactions are recorded as liabilities. The difference between sale and repurchase price is 
treated as borrowing charges and accrued over the life of the repo agreement.
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3.11 Discontinued operations 

 A discontinued operation is a component of the Group’s business that represents a separate major line of business or geo-
graphical area of operations that has been disposed off or is held for sale, or is a subsidiary acquired exclusively with a view to 
resale. Classifi cation as a discontinued operation occurs upon disposal or when the operation meets the criteria to be classifi ed 
as held for sale, if earlier. When an operation is classifi ed as a discontinued operation, the comparative profi t and loss account 
is re-presented as if the operation had been discontinued from the start of the comparative period.

3.12 Trade and other receivables

 Trade and other receivables are carried at cost, which is the fair value of the consideration to be received, less provision for 
doubtful debts. 

3.13 Trade and other payables

 Trade and other payables are carried at cost, which is the fair value of the consideration to be paid, in the future for goods and 
services received.

3.14 Short term borrowings

 Mark-up bearing borrowings are recognized initially at fair value, less attributable transaction cost. Subsequent to initial recogni-
tion, mark-up bearing borrowings are stated at amortised cost with any difference between cost and redemption value being 
recognized in the income statement over the period of the borrowings on an effective interest basis. 

3.15 Revenue recognition

 • Gain / loss on sale of investments are recognized on the date of transaction and charged to profi t and loss account in the  
 period in which they arise.

 • Brokerage, consultancy and advisory fee, commission etc. are recognized as and when such services are provided.

 • Rental income from investment property is recognized on accrual basis.

 • Dividend income and entitlement of bonus shares are recognized when the Group’s right to receive such dividend or bo-  
 nus is established.

 • Mark-up income is recognized on a time proportion basis that takes into account the effective yield.

 • Management / advisory fee is calculated on a daily / monthly basis by charging specifi ed rates to the net asset value / 
  income of the Collective Investment Schemes. The fee so charged does not exceed the limit prescribed in the NBFC   

 Regulations / Voluntary Pension System Rules, 2005.   
  

 • Management fee from open-end schemes is calculated by charging the specifi ed rates to the net  asset value / income of   
 open-end schemes at the close of business of each calendar day. Advisory fee from closed-end schemes is calculated on   
 daily / monthly basis by charging the specifi ed rates to the net assets value of closed-end schemes. Advisory fee from the 

  discretionary portfolios is calculated in accordance with the respective agreements with the  clients. Management fee   
 from pension funds is calculated by charging the specifi ed rates to theaverage net assets value. 

 • Revenue from sale of goods is measured at fair value of the consideration received or receivable. Domestic sales are rec-  
 ognised as revenue on dispatch of goods to customers. Export sales are recognised as revenue on the basis of goods   
 shipped to customers.

 • Rebate on export is recognized after fi nalization of export documents.

Notes to the Consolidated Financial Statements 
For the year ended 30 June 2011

142 Arif Habib Corp.



3.16 Provisions 

 Provision is recognized when, as a result of past event, the companies have a present legal oconstructive obligation that can 
be estimated reliably and it is probable that an outfl ow of resources embodying economic benefi ts will be required to settle the 
obligation. Subsequently, provisions are reviewed at each balance sheet date and adjusted to refl ect the current best estimate.  

3.17 Financial instruments

 Financial assets and fi nancial liabilities are recognized when the Group becomes a party to the contractual provisions of the 
instrument. These are measured initially at fair value. Financial assets are derecognized when the contractual right to the cash 
fl ow from the fi nancial assets expires or is transferred. Financial liabilities are derecognized when they are extinguished i.e. when 
the obligation specifi ed in the contract is discharged or cancelled or expires. Financial instruments carried on the statement of 
fi nancial position include investments, trade debts and other receivables, loans and advances, cash and bank balances, de-
posits, borrowings, trade and other payables and accrued and other liabilities. The particular recognition methods adopted are 
disclosed in the individual policy statements associated with each item. 

 Financial assets and fi nancial liabilities are off set and the net amount is reported in the balance sheet only when the Group has 
a legally enforceable right to offset the recognized amount and intends either to settle on a net basis, or to realize the asset and 
settle the liability simultaneously.

 Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction on the measurement date.

 When available, the Group measures the fair value of an instrument using quoted prices in an active market for that instrument. 
A market is regarded as active if quoted prices are readily and regularly available and represent actual and regularly occurring 
market transactions on an arm’s length basis.

 If a market for fi nancial instrument is not active, the Group establishes fair value using a valuation technique. The chosen 
valuation technique makes maximum use of market inputs, relies as little as possible on estimates specifi c to the company, 
incorporates all factors that market participants would consider in setting a price, and is consistent with accepted economic 
methodologies for pricing fi nancial instruments. Inputs to valuation techniques reasonably represent market expectations and 
measures of the risk-return factors inherent in the fi nancial instrument. The Group calibrates valuation techniques and tests 
them for validity using prices from observable current market transactions in the same instrument or based on other available 
observable market data.

3.18 Foreign currency translation

 Foreign currency transactions are translated into Pak Rupees using the exchange rates prevailing at the date of the transactions. 
All the monetary assets and liabilities in foreign currencies, at the balance sheet date, are translated into Pak Rupees at the 
exchange rates prevailing on that date. Foreign exchange gains and losses on translation are recognized in the profi t and loss 
account. Non-monetary assets and liabilities, denominated in foreign currency that are measured at fair value are translated 
using exchange rate at the date the fair values are determined. Non-monetary assets and liabilities that are measured in terms 
of historical cost in a foreign currency are translated using the exchange rate at the date of the transaction.

 
 The assets and liabilities of foreign operations, are translated to Pak Rupees at exchange rates at the reporting date. The income 

and expenses of foreign operations, are translated to Pak. Rupees at exchange rates at the dates of the transactions. Foreign 
currency differences are recognised in other comprehensive income, and presented in the foreign currency translation reserve 
(translation reserve) in equity.
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3.19 Borrowing costs

 Borrowing costs incurred on short term and long term borrowings are recognized as an expense in the period in which these are 
incurred.

3.20 Cash and cash equivalents

 Cash and cash equivalent for the purpose of cash fl ow statement comprises of cash in hand, share transfer stamps, banking 
instruments, cash at bank and short term running fi nance.  

3.21 Segment reporting

 An operating segment is a component of the Group that engages in business activities from which it may earn revenues and 
incur expenses, including revenues and expenses that relate to transactions with any of the Group’s other components. All oper-
ating segments’ operating results are reviewed regularly by the Group’s management to make decisions about resources to be 
allocated to the segment and to assess its performance. 

 Segment results that are reported to the Group’s management include items directly attributable to a segment as well as those 
that can be allocated on a reasonable basis.

 Segment capital expenditure is the total cost incurred during the year to acquire property and equipment, and intangible as-
sets.

3.22  Dividend and appropriation to reserve

 Dividend distribution to the shareholders and appropriation to reserves are recognized in the fi nancial statements in the period 
in which these are approved.

 The Parent Company has applied IFRIC 17 - Distributions of Non-cash Assets to Owners in accounting for distributions of non-
cash assets to its shareholders, approved in the Annual General Meeting held on 25 September 2010. The Company measures 
the liability to distribute investment in associate, Fatima Fertilizer Company Limited, as a dividend at the fair value of the assets 
distributed. On settlement of the transaction, the Company recognised the difference between the carrying amount of the assets 
distributed and the carrying amount of the liability in profi t and loss account.

4. SHARE CAPITAL

4.1 Authorised share capital

   2011 2010 2011 2010
   (Number of shares)   
  
     Ordinary shares of     

  1,000,000,000 1,000,000,000  Rs. 10 each Rupees  10,000,000,000   10,000,000,000 
 
4.2 Issued, subscribed and paid-up share capital     

   5,000,00 5,000,000 Ordinary shares of Rs. 10     
    each fully paid in cash  50,000,000  50,000,000 

      Ordinary shares of Rs. 10     
    each issued as fully paid     
  372,000,000  372,000,000  bonus shares   3,720,000,000  3,720,000,000 

    377,000,000  377,000,000    3,770,000,000  3,770,000,000  
  

    
     Ordinary shares of Rs. 10    
     each buy back at Rs. 360     

  (2,000,000)  (2,000,000) per share   (20,000,000) (20,000,000)
    375,000,000   375,000,000   Rupees  3,750,000,000  3,750,000,000 
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4.3 During the fi nancial year 2005-2006, the Parent Company bought back two million shares of Rs. 10 each from its shareholders 
through tender notice at a price of Rs. 360 per share in accordance with section 95-A of the Companies Ordinance, 1984 and 
Companies (Buy-back of shares) Rules, 1999. The acquisition resulted in reduction of capital and unappropriated profi t by Rs. 
20 million and Rs. 700 million respectively, in the relevant year.

5. RESERVES

 General reserve   4,019,567,665  4,019,567,665 
 Unappropriated profi t   5,376,504,223  7,563,434,173 
 Exchange difference on translation to presentation currency   30,029,222  29,325,287 
 Defi cit on remeasurement of available for sale investments   (1,948,642) (424,820,983)
  Rupees  9,424,152,468  11,187,506,142 

6. LONG TERM LOANS

 From banking companies - secured
    Musharaka 6.1  500,000,000   -   
    Term fi nance  6.1  2,000,000,000   -   
    Allied Bank Limited - DF I   -     49,000,000 
    Allied Bank Limited - DF II   -    86,250,000 
    Summit Bank Limited  -    100,000,000 
    2,500,000,000  235,250,000 
 
 From related parties - unsecured 6.2  336,644,192  101,939,269 
 Less: Current portion of long term loan     

   -     (153,250,000)
  Rupees  2,836,644,192  183,939,269 

6.1 During the period management of AACIL has entered into the restructuring agreements of long term fi nances. The terms of the 
agreements are as under:

 Effective date of
    restructuring  23 June 2010

 Tenor 8.5 years

 Final Maturity  23 December 2018

 Repayments  10 Half - yearly installments. The fi rst principal repayment will fall due on 23 June 2014. 

 Markup pricing For fi rst 3.5 years (23 June 2010 - 22 December 2013): 6 month KIBOR + 0%. 
  After 3.5 years (23 December 2013 onwards) : 6 month KIBOR + 1.75%. 

 Markup payment Markup period Payable in  
 June 2010 - December 2011 December 2011  
 December 2011 - December 2012 December 2012  
 December 2012 - December 2013 December 2013

  
  From December 2013 onwards, markup will be payable on six monthly basis for the
  remaining tenor of the facility.  
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6.2 From related parties - unsecured  2011  2010 
 
 Interest bearing  6.3 107,486,981  101,939,269 
 
 Non interest bearing   450,000,000   -   
 Imputed income on remeasurement of loan     
    liability at fair value   (220,842,789)  -   
  6.4  229,157,211  -   
   
    336,644,192  101,939,269 

6.3 This represents an unsecured interest bearing loan given by Mr. Arif Habib to SKML

6.4 This represents an unsecured non interest bearing loan received by AHL on 27 June 2011 from Mr. Arif Habib. The loan is repay-
able at the end of  fi ve years from date of receipt and therefore has been re-measured using current market interest rate for 
fi nancial instruments carrying same terms of repayment.

7. LIABILITIES AGAINST ASSETS SUBJECT      
   TO FINANCE LEASE

 Present value of minimum lease payments   4,347,493  5,159,779 
 Less: Current portion shown under current liabilities   (880,428) (774,210)  

 Rupees  3,467,065  4,385,569 

 The minimum lease payments have been discounted at an implicit interest rate of 16% reset at the beginning of every six 
months. The implicit interest rate used during the year to arrive at the present value of minimum lease payment is 16% since the 
implicit interest rate is linked with KIBOR so the amount of minimum lease payments and fi nance charge may vary from period 
to period. The lessee has an option to purchase the assets after expiry of the lease term.

 Taxes, repairs and insurance costs are borne by the lessee. In case of early termination of lease, the lessee is required to pay 
entire amount of rentals for the unexpired period of lease agreement. 

 The amount of future payments of the lease and the periods in which these payments become due are as follows:   
    

  Minimum Future  Present value of lease liability 
 lease fi nance 2011  2010

  payments cost   
       

Not later than one year  1,236,318   355,890   880,428  774,210 
 Later than one year and not    
    later than fi ve year  3,879,862  412,827   3,467,035  4,385,569 
  Rupees  5,116,180  768,717   4,347,463  5,159,779 
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8. DEFERRED TAXATION  2011  2010
      

The liability for deferred taxation comprises of temporary differences relating to: 

 -  Accelerated tax depreciation   246,408,212  22,370,455 
 -  Intangible assets   -    1,744,203 
 -  Investment   390,784,009  326,261,249 
    637,192,221  350,375,907 
 
 Deferred tax asset comprises of temporary differences relating to:

 -  Unrealized capital loss on short term investments   (15,143,009) (51,694,466)
 -  Liabilities against assets subject to fi nance leases   (678,000)  -   
 -  Carry forward of losses   (489,112,000) (33,094,366)
 -  Gratuity   (1,986,000)  -   
 -  Unquoted securities   -     (1,795,152)
    (506,919,009) (86,583,984)
  Rupees  130,273,212  263,791,923 
  
9. TRADE AND OTHER PAYABLES

 Creditors    393,783,420  239,014,224 
 Bills payable   132,953,000   -   
 Accrued liabilities   91,257,444  50,426,769 
 Withholding tax payable   307,000  557,933 
 Advance from customers  64,951,000   -   
 Provision for Workers’ Welfare Fund 9.1  3,499,555  80,915,912 
 Provision for gratuity 9.2  20,276,000  - 
 Liabilities against assets subject to fi nance lease   880,428   -   
 Other liabilities 9.3  244,207,267  45,980,858 
  Rupees  952,115,114  416,895,696 

9.1 During the year, the Honourable High Court of Lahore vide their order in respect of writ petition No. 8763/2011, has declared 
amendments introduced through Finance Acts 2006 and 2008 in Workers’ Welfare Ordinance, 1971 as unconstitutional. Fur-
ther, the Parent has also fi led a writ petition in the High Court of Sindh at Karachi to impugn the amendments made to the 
Workers’ Welfare Ordinance 1971, vide Finance Act 2008. The management of the Parent is contesting the case vigorously and 
has  obtained an interim stay on the petition. As per the legal council, the Parent has a reasonable case and expects that the 
constitution petition pending in the Honourable High Court of Sindh on the subject as referred above will be decided in the favour 
of the Company.     
     
Accordingly, the Parent has reversed the provision recognized as at 30 June 2010 amounting to Rs 76.17 million during the cur-
rent period. The aggregate unrecognized amount of WWF by Parent as at 30 June 2011 amounted to Rs. 139.135 million.   
 

Notes to the Consolidated Financial Statements 
For the year ended 30 June 2011

147Annual Report 2011

P
ro

m
ot

in
g 

In
ve

st
m

en
ts



9.2 Provision for gratuity  2011 2010  
 

a) Reconciliation of balance due to defi ned benefi t plan     

 Present value of defi ned benefi t obligation  20,835,000  -   
 Payable to outgoing members   -     -   
 Fair value of plan assets   (559,000)  -    

  20,276,000  -   
b) Movement of the liability recognized in the balance sheet 
 
 Present value of defi ned benefi t obligations   18,495,000   -   
        Expenses for the period   7,450,000   -   
 Liability transferred - out from other Group Company   -     -   
 Liability transferred - in from other Group Company   264,000   -   
 Less: Payment made during the period   (5,933,000)  -   
 Liability recognized in the balance sheet   20,276,000   -   

c) Change in present value of defi ned benefi ts obligations

 Present value of defi ned benefi ts obligation as on 30 June 2010   18,627,000   -   
 Current service cost for the year  6,650,000   -   
 Interest cost for the year   2,235,000   -   
 Benefi ts paid during the year   (5,784,000)  -   
 Benefi ts payable to outgoing    -    -
 Liability transferred - out from other Group Company   -     -   
 Liability transferred - in from other Group Company   264,000   -   
 Actuarial loss on present value of defi ned benefi t obligation   (1,157,000)  -   
    20,835,000   -  

d) Changes in fair value of plan assets 
 
 Total contribution made in the year   600,000   -   
 Expected return on plan assets  72,000   -   
 Contribution during the year   5,933,000   -   
 Benefi ts paid / discharged during the year   (6,252,000)  -   
 Actuarial gain / (loss) on plan assets   206,000   -   
 Fair value of plan assets   559,000   -   
   
e) Expenses recognized in the profi t and loss account
  
 Current service cost   6,650,000   -   
        Interest cost   2,235,000   -   
       Net actuarial loss recognized in the period   (1,363,000)  -   
 Expected return on plan assets   (72,000)  -   
    7,450,000   -   
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f) Change in actuarial gains/(losses)

 Net gains/(losses) arising during the year   1,363,000   -   
 Charged to the profi t and loss account   (1,363,000)  -   
    -  -   
g) Principle actuarial assumptions     

 
        Discount rate  14% 0%
        Expected rate of eligible salary increase in future years  13% 0%
        Average expected remaining working life time of employees  11 Years  -   
    
h) Expected charge for the year 2011-12 is Rs. 10.567 million.     

i) Present value of defi ned benefi ts obligations      

 Present value of defi ned obligations at the end of the year  18,495,000   -  
j) Experience adjustments 
 
 Experience adjustment arising on plan liabilities   (1,363,000)  -   

9.3 This includes Rs. 180.175 million representing recognised following contingent liabilities of newly acquired subsidiaries.     
     
Al-Abbas Cement Industries Limited

  
 Central Excise and Land Custom has passed an order for the recovery of excise duty, sales tax and penalty of Rs. 91.046 million 

(2010: 91.046 million). The company has however disputed the same both on grounds of lack of jurisdiction as well as on the 
merits, the matter is subjudice. The stay order was granted by the Honorable High Court of Sind against the said order and the 
case is currently pending with the Appellate Tribunal Inland Revenue, Karachi.

 The Competition Commission of Pakistan (here-in-after referred to as CCP) had issued a show cause  notice to the Company 
against increase in prices of cement . Similar notices were also issued to the other cement manufacturers. The Company fi led 
a writ petition before the Honorable High Court (here-in-after referred to as the Court) challenging the Competition Ordinance, 
2007. The Court granted the stay order restricting the CCP to pass any adverse orders against the show cause notices issued to 
the cement manufacturers.

 
 The Court has dismissed the writ petition and vacated the stay order and as a result the CCP has issued order by imposing a 

penalty of Rs. 87 million (2009: 87 million). The Company has fi led the Constitutional Petition against the recovery order dated 
August 27, 2009 before the Court. The Court has confi rmed the stay with the direction to fi le an amended Petition in conse-
quence of CCP demand, which the Company has fi led. The case is pending before the Court. The management is hopeful that 
there will be no adverse outcome of the same as company.

 Sachal Energy Development (Pvt) Limited:

 Faysal Bank Limited has issued guarantee during the year 2010 amounting to US$ 25,000 equals to  Rs. 2,128,750 on behalf 
of the company in the ordinary course of business.  

10. INTEREST / MARK-UP ACCRUED 2011 2010
     

On long term fi nancing   333,097,000  6,756,348 
 On short term borrowings  103,502,682  48,524,091 
  Rupees  436,599,682  55,280,439 
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11. SHORT TERM BORROWINGS - secured      
     
From banking companies and fi nancial institutions   

 - Short term running fi nance from banks 11.1  1,990,943,904  1,203,392,939 
 - Murabaha fi nance 11.2  72,500   -   
 - Borrowings in foreign currency by SKML   29,666,655  14,334,755 
  Rupees  2,020,683,059  1,217,727,694 

11.1 Short term running fi nance facilities are available from various commercial banks, under mark-up arrangements, amounting to 
Rs. 4,380 million (2010: Rs. 5,480 million) which represents the aggregate of sale prices of all mark-up agreements between 
the Group companies and the banks. These facilities have various maturity dates upto April 2012. These arrangements are 
secured against pledge of marketable securities, fi rst charge ranking pari passu against current and fi xed assets, and personal 
guarantees of members with minimum 30% margin (2010: 30% margin). These running fi nance facilities carry mark-up rang-
ing from 3 month KIBOR+ 1% to 3 month KIBOR+ 2.5% per annum (2010: 3 month KIBOR+ 1% to 6 month KIBOR+ 2.5% per 
annum) calculated on a daily product basis, that is payable quarterly. The carrying amount of securities pledged as collateral 
against outstanding liability amounts to Rs.2,292.471 million (2010: Rs. 1,433.646 million). The aggregate amount of these fa-
cilities which have not been availed as at the balance sheet date amounts to Rs. 1,652.542 million (2010: Rs. 2,359.763 mil-
lion).

11.2 Murabaha facility is obtained on mark-up basis to the extent of Rs. 130 million (2010: Rs.130 million). It carry mark up at the 
rate of 1 month KIBOR plus 3 % (2010: 1 month KIBOR plus 4.50% ) per annum. 

12. CONTINGENCIES AND COMMITMENTS 

12.1 Contingencies
         
 Arif Habib Corporation Limited (formerly Arif Habib Securities Limited)
            
12.1.1 The Company is contesting alongwith other defendants four suits fi led by Diamond Industries Limited, Mr. Iftikhar Shafi , Shafi  

Chemicals Industries Limited and Mr. Nisar Elahi (The Plaintiffs) in the year 2002-2003, for damages jointly against Mr. Saleem 
Chamdia, Mr. Arif Habib, Mr. Aqeel Karim Dedhi, Mr. A. Ghaffar Usman Moosani, Mr. Shahid Ghaffar, the Karachi Stock Exchange 
(Guarantee) Limited (KSE), the Securities and Exchange Commission of Pakistan (SECP), the Central Depository Company of 
Pakistan Limited (CDC), Saleem Chamdia Securities (Private) Limited, Arif Habib Securities Limited, Moosani Securities Limited 
and Aqeel Karim Dedhi Securities Limited.

 The suits are for recovery of damages amounting to Rs. 10,989,948,199, Rs. 5,606,611,760, Rs.1,701,035,843 and Rs. 
428,440,971 respectively against the decision of the Karachi Stock Exchange in respect of Risk Management System of its 
Clearing House during the year 2000. The Chairman and Chief Executive of the Company was the Chairman of the Board of 
Directors of KSE for the year 2000, the Company has been made party to the suits by the plaintiffs. All the suits at present are 
pending before the honorable Sindh High Court, Karachi. Individual liability of respective individuals and undertakings is not 
quantifi able.

         
 The legal advisor of the Company is of the opinion that there are reasonable grounds for a favorable decision and that the suits 

are likely to be dismissed as these are not based on factual or legal basis and no fi nancial liability is expected to accrue as a con-
sequence of the said suits against the Company Therefore, Company has not made any provision in this respect in the fi nancial 
statements.
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12.1.2 Income tax assessments of the Company have been fi nalised upto Tax Year 2005 (Accounting year 2005). However, deemed 
assessments made u/s 120 of the Income Tax Ordinance, 2001 relating to Tax Years 2006 to 2009 have been subsequently 
amended u/s 122 (5A) of the Income Tax Ordinance, 2001. The Company has fi led appeals before the Appellate Tribunal Paki-
stan (Karachi), in respect of each of the said amendments. All such appeals are still pending. The management foresees that no 
matter involves potential fi nancial exposure that could result unfavourable to the Company.     

 Income tax assessment for the Tax Year 2010 has been deemed to be fi nalised u/s 120 of the Income Tax Ordinance, 2001. 

 Arif Habib Limited 
 
 No contingencies exist as at the balance sheet date.

 Al Abbas Cement Industries Limited

12.1.3 From 1993-94 to 1998-99 the excise duty was levied and recovered from the Company being wrongly worked out on retail 
price based on the misinterpretation of sub section 2 of section 4 of the Central Excise Act, 1944 by Central Board of Revenue. 
Such erroneous basis of working of excise duty has been held, being without lawful authority, by the Honorable Supreme Court 
of Pakistan as per its judgment dated February 15, 2007 in the civil appeal Nos. 1388 & 1389 of 2002, civil appeal Nos. 410 
to 418 of 2005, civil appeal No. 266 of 2006, civil appeal No. 267 of 2006 and civil appeal No. 395 of 2006. Accordingly, the 
Company has fi led an application to the Collector of Federal Excise and Sales Tax to refund the excess excise duty amounting to 
Rs. 182.604 million. The case is pending before Collector.      

12.1.4 Claim of Rs. 1.197 million fi led under Appeal No. 278 of 2006 for recovery of sub-standard supply o cement bags before the 
Court of District & Session Judge Karachi (East) and allowed same for the payment , has been fi led by the Company against the 
said order under Revision Application No. 61 of 2008.

 
 Based on the lawyers opinion that outcome is likely to be in favour of the Company no provision has been made.  

12.2 Commitments           
            
 Arif Habib Corporation Limited (formerly Arif Habib Securities Limited) 
 
 There were no signifi cant commitments at the balance sheet date.       

    
 
 Arif Habib Limited 2011 2010
            
 Commitment to KSE Clearing House in respect of   
    trading in securities  Rupees   -    388,174,070 
    
 Al Abbas Cement Industries Limited     
 
 Commitment against open letter of credit amounting to Rs. 326.83 million (2010: Rs. 4.894 million).    

12.3 In case of all other subsidiaries, there were no signifi cant contingencies and commitments at the balance  sheet date.
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 13.2 Assets subject to fi nance lease     
     
COST     
Balance as at 01 July 2010   5,246,000 

 Additions during the year     -   
 Disposals / transfers     -   
 Balance as at 30 June 2011    5,246,000 
      

DEPRECIATION     
Balance as at 01 July 2010    (262,300)

 Charge for the year    (910,263)
 Disposals / transfers     -   
 Balance as at 30 June 20111   1,172,563)
     

Written down value as at 30 June 2011  Rupees 4,073,437 

13.3 Disposals of property, plant and equipment     

 The major disposals other than those relating to the disposal of subsidiary are as follows:   

 Description  Cost Book sale  
   value proceeds

    
    Rupees
 Vehicles      

    
 To employees as per Group Companies’ policies    

Mr. Arif Habib (CEO, Toyota Corolla)    
  1,169,000   184,963  790,000 

 Tahir Iqbal (Group employee, Honda Civic)     
  1,238,000   439,000   439,000 

 Thatta Cement Company Limited  893,000   198,000  670,000 
 Faisal Kasbati (Employee, cuore)  372,101   201,068  201,068 
 Mr. Haroon Usman (Employee, cuore) 900,000  478,637  478,637 
    

Computer and Allied Equipment    
By Negotiation to Related Party    
Telenor Internet USB    
  12,700   6,115    -   

Notes to the Consolidated Financial Statements 
For the year ended 30 June 2011

153Annual Report 2011

P
ro

m
ot

in
g 

In
ve

st
m

en
ts



14. INTANGIBLE ASSETS - OTHERS Software and
   other intangibles
 COST   
 Balance as at 01 July 2009   127,072,186
 Additions during the year   17,845,010 
 Disposal    (98,478,180)
 Transfers / adjustments   -  

Balance as at 30 June 2010   46,439,016 
      

Balance as at 01 July 2010    46,439,016 
 Additions during the year    20,365,650 
 Transfers / adjustments    (35,449,498)
 Balance as at 30 June 2011    31,355,169 
      

AMORTIZATION     
Balance as at 01 July 2009    23,227,495 

 Amortization for the year    24,018,956 
 Transfers / adjustments    (35,488,783)
 Balance as at 30 June 2010   11,757,668 
 
 Balance as at 01 July 2010    11,757,668 
 Amortization for the year    1,803,363 
 Transfers / adjustments    (9,854,600)
 Balance as at 30 June 2011    3,706,431 
     

Written down value as at 30 June 2010    
  Rupees 34,681,348 

     
Effect of movements in    
exchange rates  Rupees 537,456 

     
Written down value as at 30 June 2011  Rupees 28,186,194 

    
15. GOODWILL 2011 2010
     

Opening balance  2,160,310,718  2,160,310,718 
 Add: Addition   339,012,150   -   
 Less: Impairement   (984,280,458)  -   
           Disposal    -     -   
  Rupees  1,515,042,410  2,160,310,718 
   
16. MEMBERSHIP CARDS AND LICENSES     

 Membership cards   
 - Karachi Stock Exchange (Guarantee) Limited 16.1  15,000,000  15,000,000 
 - Islamabad Stock Exchange (Guarantee) Limited 16.1  4,000,000  4,000,000 
 - Lahore Stock Exchange (Guarantee) Limited 16.1  7,000,000  7,000,000 
 - National Commodities Exchange of Pakistan Limited 16.1  1,000,000  1,000,000 
    27,000,000  27,000,000 
 Rooms   
 - Islamabad Stock Exchange (Guarantee) Limited   22,005,000  22,005,000 
 - Lahore Stock Exchange (Guarantee) Limited   17,550,000  17,550,000 
    39,555,000  39,555,000 
 Booths 
 - Karachi Stock Exchange (Guarantee)      
    Limited - three booth   2,100,000  2,100,000 
  Rupees  68,655,000  68,655,000 
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16.1 This represents cost of membership card of Stock and Commodities Exchanges of Pakistan with indefi nite useful life.

17. LONG TERM INVESTMENTS 2011 2010
     

Investments in equity accounted investees 17.1  10,490,544,974  8,587,921,692 
 Investment in other related parties - available for sale 17.2  -    200,232,141 
 Other investments 17.3  15,000,000  30,000,000 
  Rupees  10,505,544,974  8,818,153,833 
    
17.1 Investment in associates    

 
 Pakarab Fertilizers Limited (PFL) 17.1.1  4,483,321,482  4,811,743,182 
 Fatima Fertilizer Company Limited (FFCL) 17.1.2  3,608,234,427  2,675,460,106 
 Sweetwater Dairies Pakistan (Private) Limited (SDPL) 17.1.3  211,962,684  264,950,984 
 Aisha Steel Mills Limited (ASML) 17.1.4  1,505,445,251  393,138,843 
 Rozgar Microfi nance Bank Limited (RMFBL) 17.1.5  32,310,000  32,310,000 
 Al-Abbas Cement Industries Limited (AACIL)   -    377,135,659 
 Crescent Textile Mills Limited (CTML) 17.1.6  183,106,665   -   
 Arif Habib Investments Limited (AHIL) 17.1.7  465,346,324   -   
 Thatta Cement Company Limited (THCCL) 17.1.8  190,940,592  74,145,060 
    10,680,667,425  8,628,883,834 
 
 Less: Provision for impairment in   
  SDPL   (124,422,779)  -   
            RMFBL   (19,010,000) (19,010,000)
            THCCL   (46,689,672)  -   
            AACIL   -    (21,952,142)
    (190,122,451) (40,962,142)
    10,490,544,974  8,587,921,692 
 
17.2 Investment in other related parties - available for sale    

    

 Pakistan Pension Fund   -    99,441,000 
 Pakistan Islamic Pension Fund   -    99,516,000 
 Pakistan Capital Protected Fund - I   -    1,275,141 
    -    200,232,141 
   
17.3 Other investments    

 
 Takaful Pakistan Limited (TPL) - at cost 17.3.1  30,000,000  30,000,000 
 Sun Biz (Private) Limited (SBL) - at cost 17.3.2  1,000,000  1,000,000 
    31,000,000  31,000,000 
 Provision for impairment in SBL   (16,000,000) (1,000,000)
  Rupees  15,000,000  30,000,000  

   
17.1.1 Investment in PFL (unquoted) represents 135 million (2010: 135 million) fully paid ordinary shares of Rs 10 each, representing 

30% (2010: 30%) of PFL’s paid up share capital as at 30 June 2011, having cost of Rs. 1,324.332 million (2010: Rs. 1,324.332 
million). Fair value per share as at 30 June 2011 is Rs. 97.50 (2010: Rs. 91.56 ). Book value based on net assets, as per re-
viewed fi nancial statements, as at 30 June 2011 is Rs. 30.07 per share (2010: Rs. 33.06 per share).
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17.1.2 Investment in FFCL (quoted) represents 328.012 million (2010: 247.5 million) fully paid ordinary shares of Rs. 10 each, repre-
senting 16.40% (2010: 12.375%) of FFCL’s paid up share capital as at 30 June 2011 During the year, the Company has distribut-
ed 112.50 million (2010:Nil) shares of Fatima Fertilizers Company Limited (an associate) to its shareholders as specie dividend 
and purchased 57.584 million (2010:Nil) shares from market at an average cost of Rs. 12.10 (2010:Nil). Further, the Company 
has also received 135 million (2010: 135 million) shares as specie dividend from Pakarab Fertilizers Limited and 0.145 million 
(2010:Nil) shares from Reliance Weaving Mills Limited. Fair value per share as at 30 June 2011 is Rs. 16.64 (2010: Rs. 12.53). 
Book value based on net assets as per reviewed fi nancial statements as at 30 June 2011 is Rs. 10.04 per share (2010: Rs. 
10.18 per share).

17.1.3 Investment in SDPL (unquoted) represents 18.299 million (2010: 15.867 million) fully paid ordinary shares of Rs. 10 each, rep-
resenting 29.69%(2010: 27.83%) of SDPL’s paid up share capital as at 30 June 2011, having an aggregate cost of Rs. 287.540 
million (2010: Rs. 269.451 million). During the year, the Company subscribed 2.412 million (2010: 4.713 million) right shares. 
Fair value per share as at 30 June 2011 is Rs 4.78 (2010: Rs. 16.96). Book value based on net assets, as per unaudited fi nan-
cial statements, as at 30 June 2011 is Rs. 9.92 per share (2010: Rs. 11.49 per share). 

   
17.1.4 Investment in ASML (unquoted) represents 80.008 million (2010: 49.725 million) fully paid ordinary shares of Rs. 10 each and 

75.463 million (2010: Nil) irredeemable convertible preference shares carrying  preferential dividend at 6 months KIBOR + 3%, 
representing 48.6% (2010: 25%) of ASML’s total paid up share capital as at 30 June 2011. Book value based on net assets, as 
per unaudited fi nancial statements, as at 30 June 2011 is Rs. 8.33 per share (2010: Rs. 8.12 per share). During the year, the 
Company subscribed 105.746 million (2010: Nil ) right shares of Rs.10 (2010: Nil). The plant errection is expected to complete 
by the end of year 2011.     

17.1.5 Investment in RMFBL (unquoted) represents 3.801 million (2010: 3.801 million) fully paid ordinary shares of Rs.10 each, repre-
senting 19.01% (2010: 19.01% ) of RMFBL’s paid up share capital as at 30 June  2011. Book value based on net assets, as per 
unaudited fi nancial statements, as at 30 June 2011 is Rs. 6.07 per share (2010: Rs. 2.99 per share). 

17.1.6 Investment in CTML (quoted) represents 12.207 million (2010: 12.207 million) fully paid ordinary shares of Rs. 10 each, repre-
senting 24.81% (2010: 24.81%) of CTML’s paid up share capital as at 30 June 2011, having an aggregate cost of Rs. 292.510 
million (2010: Rs. 292.510 million). During the year, the Company reassessed its investment in CTML and decided to exercise 
infl uence based on voting power and accordingly investment in CTML has been classifi ed from short term portfolio to investment 
in associate. Fair value per share as at 30 June 2011 is Rs. 15.57 (2010: Rs. 21.57). Book value based on net assets, as per 
unaudited fi nancial statements, as at 31 March 2011 is Rs. 56.31 per share (Audited 30 June 2010: Rs.56.30 per share).

17.1.7 Investment in AHIL (quoted) represents 21.664 million (2010: 18.053 million) fully paid ordinary shares of Rs. 10 each, repre-
senting 30.09% (2010: 60.18% ) of AHIL’s paid up share capital as at 30 June 2011, having cost of Rs. 81.95 million (2010: Rs. 
81.95 million). Fair value per share as at 30 June 2011 is Rs 21.59 (2010: Rs. 19.36 ), whereas book value based on net assets, 
as per draft fi nancial statements, as at 30 June 2011 is Rs. 16.22 per share (2010: Rs. 16.27 per share). As per the scheme of 
amalgamation of MCB Asset Management Company Limited (MCB-AMC) with and into Arif Habib Investments Limited (AHIL) the 
shareholders of MCB-AMC have been issued 1.2 shares in the merged entity in lieu of each share of MCB-AMC held by them. 
Thus, the paid up capital of the merged entity is now doubled to 72 million shares of Rs. 10 each. Of these shares, 36 million 
shares has been held by MCB Bank Limited and a similar number by the current shareholders of AHIL. This reduced the Com-
pany’s holding in subsidiary to 30.09%. The Parent has accordingly, accounted for the loss of control and now carries AHIL under 
equity accounting method. The fair value of investment retained in AHIL after loss of control is Rs. 467.695 million. 

 However, This scheme of amalgamation was sanctioned by Securities and Exchange Commission of Pakistan (SECP) through its 
order dated June 10, 2011 with effect from June 27, 2011. Subsequently SECP through its order dated June 27, 2011 extended 
the effective date of merger from June 27, 2011 to July 30, 2011. The Company in reply to the SECP order fi led the petition in 
the Honorable Sindh High Court claiming that the same is a past and close end transaction. In view of this, the Honorable Sind 
High  Court through its order dated July 02, 2011 suspended the SECP order for extension of the effective date of merger. The 
hearing of this case is in progress  
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17.1.8 Investment in THCCL (quoted) represents 7.227 million (2010: 7.744 million) fully paid ordinary shares of Rs. 10 each, represent-
ing 9.06% (2010: 9.71%) of THCCL share capital as at 30 June 2011, having cost of Rs. 161.269 million (2010: Rs. 172.805 
million). During the year, the Company disposed 0.517 million (2010: Nil) Fair value per share as at 30 June 2011 is Rs. 19.96 
(2010: Rs.20.88), whereas book value based on net assets, as per unaudited fi nancial statements, as at 30 June 2011 is Rs. 
8.81 per share (2010: Rs. 9.73 per share)

17.1.9 Summarized fi nancial information of the associates of the Group is as follows. Information has been taken as per unaudited 
fi nancial statements of these investee companies:   

  Financial Revenue Total Total Net assets
  information  assets liabilities  
  as of     

 Quoted      
Thatta Cement       
   Company Limited 30 June 2011  1,854,649   1,990,203   1,012,544   977,659 

 Fatima Fertilizers       
   Company Limited  30 June 2011  -     73,269,600   49,163,536  24,106,064 

 Arif Habib Investment      
   Limited 30 June 2011  387,927   1,230,111   62,612  1,167,499 

 Crescent Textile       
 Mills Limited 31 March 2011  10,388,665   13,454,949   9,043,963  4,410,986 

 Unquoted      
Pakarab Fertilizers       
   Limited 30 June 2011  7,299,367   50,429,869   36,898,955  13,530,914 

 Aisha Steel Mills Limited 30 June 2011  -     8,313,931   5,649,535   2,664,396 
 Sweetwater Dairies       

   Pakistan (Private) Limited 30 June 2011  67,857   679,229   67,895  611,334 
 Rozgar Microfi nance       

   Bank Limited 30 June 2011  10,367   109,270   12,178   97,092 

 Financial statements of the above mentioned associates are unaudited. However, interim fi nancial statements of Pakarab Fertil-
izers Limited and Fatima Fertilizers Company Limited for the period ended 30 June 2011 have been reviewed by independent 
auditors.

 
 The fi nancial statements of Crescent Textile Limited as of 30 June 2011 were not available.

17.3.1 Investment in TPL (unquoted) represents 3 million (2010: 3 million) fully paid ordinary shares of Rs.10 each, representing 10% 
(2010: 10% ) of TPL’s paid up share capital as at 30 June 2011. Book value based on net assets, as per unaudited fi nancial 
statements, as at 30 June 2011 is Rs. 4.48 per share (2010: Rs. 5.53 per share).

17.3.2 Investment in SBL (unquoted) represents 0.010 million (2010: 0.010 million) fully paid ordinary shares of Rs. 100 each, repre-
senting 4.65% (2010: 4.65% ) of SBL’s paid up share capital as at 30 June 2011.

17.4 The Group companies also measure unquoted equity instruments at fair value using valuation  technique under the guidelines 
of IAS 39 - “Financial Instruments: Recognition and Measurement”. The investments in unquoted equity instruments that do 
not have a market / quoted price in an active market and whose fair value cannot be measured reliably, due to non availability 
of market specifi c  inputs and other related factors are measured at cost. However, the carrying amount of these investments 
approximate to their fair value.

Notes to the Consolidated Financial Statements 
For the year ended 30 June 2011

Rupees

157Annual Report 2011

P
ro

m
ot

in
g 

In
ve

st
m

en
ts



18. INVESTMENT PROPERTY 2011 2010 2009
   Restated Restated
 
 Acquisition cost - opening balance   61,895,000      60,795,000      -      
 Acquisition during the year  14,500,000      -       52,000,000    
 
 Transferred during the year  -  1,000,000      8,400,000    
 Expenditure incurred on acquisition and    
    transferred of investment property   484,000      100,000     395,000    
    484,000      1,100,000     8,795,000    
 Acquisition cost - closing balance   76,879,000   61,895,000     60,795,000    

 Effect of changes in accounting policy   
    of prior years (note 3.1)   37,205,000   41,605,000     41,605,000    
 Carrying value   114,084,000      103,500,000     102,400,000    
      

Increase / (decrease) in fair value   11,916,000   (4,400,000)  -      
  Rupees  126,000,000   99,100,000  102,400,000 

18.1 Property acquired during the year is under process of registration in the name of company and expected to be completed 
soon.  

19. LONG TERM LOANS AND ADVANCES  -    
     considered good  2011 2010
     

Receivable from funds managed by AHIL   -    57,976,253 
 Loans to employees   -    4,907,298 
    -    62,883,551 
 
 Less: current maturity of long term loan   -    (44,575,843)
      

 Rupees  -     18,307,708 

20   LONG TERM DEPOSITS AND PREPAYMENTS  2011 2010
     

Karachi Stock Exchange (Guarantee) Limited   610,000  610,000 
 Lahore Stock Exchange (Guarantee) Limited   1,480,000  1,480,000 
 Pakistan Mercantile Exchange Limited    9,513,204  9,513,204 
 National Clearing Company of Pakistan Limited   750,000  750,000 
 Dubai Gold and Commodity Exchange - clearing      

  house DMCC  14,122,111  12,846,141 
 Security deposits of leased assets   1,573,800  1,573,800 
 Security deposit with First Habib Modaraba     

 20.1  2,425,000   745,600 
 Others   8,139,448  8,601,298 
  Rupees  38,613,563  36,120,043 

20.1 This represents deposit with First Habib Modaraba for six cars obtained under Ijarah leasearrangements. 

21 STOCK-IN-TRADE  2011 2010  
 
 Raw material  28,312,000   -   
 Packing material   41,068,000   -   
 Work-in-process   22,912,000   -   
 Finished goods   28,130,000   -   
  Rupees  120,422,000   -   
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22   STORES, SPARES AND LOOSE TOOLS  2011 2010

 Stores   200,505,000   -   
 Coal   77,683,000   -   
 Spare parts   176,398,000   -   
 Loose tools   3,724,000   -   
    458,310,000   -   
 Provision for slow moving / obsolete stock 22.1  (13,519,000)  -   
  Rupees  444,791,000   -  

22.1 Movement of provision of the slow moving / obsolete stock 

 Opening Balance   -    -   
 Charge for the year   13,519,000   -   
 Closing  Balance Rupees  13,519,000   -  

23. TRADE DEBTS   

 Considered good   
 - Secured   6,297,271  1,693,005,737 
 - Unsecured 23.1  475,309,324  67,645,451 
    481,606,595  1,760,651,188 
 Considered doubtful    823,869,020   -   
    1,305,475,615  1,760,651,188 
 Provision for doubtful debts
 - Opening provision   -     -   
 - Charge for the year   (823,869,020)  -   
 - Reversal during the year   -    -
 - Provision as at 30 June 2011   (823,869,020)  -   
  Rupees  481,606,595   1,760,651,188 
  
23.1 This includes Rs.37.087 million (2010: Rs. 40.391 million) due from related parties.    

   
24. LOANS AND ADVANCES - considered good     

 Unsecured    
Considered good    
Advance for new investment  24.1   -    70,000,000 

 Advance against expenses   635,000  635,000 
 Against letter of credit  10,972,000   -   
 Advances to suppliers and contractors   69,588,657   -   
 Lendings to fi nancial institutions   701,792   -   
 Other employees - unsecured, considered good   1,052,011  9,305,905 
     

To related parties:    
Aisha Steel Mills Limited   -    10,000,000 

 Aisha Steel Mills Limited -Advance    
    against equity  24.2   3,570,577   -   
 Thatta Cement Industries Limited -       
    Advance against equity  24.3   42,232,304   -   
 Al-Abbas Cement Industries Limited - 
    Advance against equity   -    173,000,000 
 Executives - unsecured, considered good  -     329,110 
 Secured 
 To related parties: 
 Javedan Corporation Limited (Formerly Javedan 
    Cement Limited) (JCL)  24.4   518,449,754   -   

 Rupees  647,202,095   263,270,015 
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24.1 This represents amount paid as deposit money against due diligence process regarding acquisition of a company in aviation 
industry. Due diligence process has been completed and amount is due for refund (refer note 26).    
 

24.2 The Parent has given advance to subscribe for prospective right issue of preference shares of the company.   

24.3 The Parent has given advance to subscribe for prospective right issue of ordinary shares of the company. Subsequent to year 
end, shares have been allotted by the investee company on 23 July 2011.  

24.4 The Parent has entered into an arrangement with said associate on 20 November, 2010. Under the arrangement, the Com-
pany shall disburse loan to the associate company in one or more tranches on a short term basis and is secured against REIT 
units to be issued by the borrower to the Parent in the proposed REIT scheme of the borrower which is in the process of getting 
permissions from Securities and Exchange Commission of Pakistan (SECP). In case where REIT Scheme is not approved by the 
SECP, the borrower, as an alternate shall provide a registered mortgage deed in favour of the Parent over its immovable property 
located in Deh Manghopir and Gadap Town, Karachi, totaling 166 acres. The loan is repayable on demand.

 The mark-up rate on the said loan is three months KIBOR prevailing on the base rate setting date plus 3% per annum. Mark-up 
is payable on a quarterly basis. The effective mark-up charged during the year ranged between 16.02% to 16.52% (2010: Nil) 
per annum.

25. DEPOSITS AND PREPAYMENTS  2011 2010
 
 Deposits - future clearing   28,058,000  5,675,699 
 Prepayments   732,762  1,930,432 
 Advance for software   1,626,513  - 
 Others   11,756,890  63,409,602 
  Rupees  42,174,165  71,015,733 
    
26. OTHER RECEIVABLES - considered good

 Accrued income 26.1  108,244,291  108,244,291 
 Profi t accrued on bank deposit accounts   112,954   -   
 Receivable from related parties 26.2  30,095,522  3,391,748 
 Receivable from Princely Jets (Private) Limited   70,000,000  - 
 Other  26.3  17,776,836  95,560,468 
  Rupees  226,229,603  207,196,507 
    
26.1 The mark-up pertains to the amount that was due to be received on disposal of the Parent’s former subsidiary, Summit Bank 

Limited (formerly Arif Habib Bank Limited). The bank was sold to Suroor Investment Limited at Rs. 9 per share. The Parent has 
received sales proceeds in full.

26.2 Due from related parties  2011 2010
 
 Accrued markup on loan to JCL 24.4  24,394,584   -   
 Accrued markup on loan to ASML  -     12,329 
 Receivable from SWDL 26.3  698,264  476,348 
 Receivable from FFCL 26.3  7,000    -   
 Receivable from Arif Habib Real Estate  
    Services (Private) Limited   -     2,903,071 
 Other   4,995,674   -   
  Rupees  30,095,522   3,391,748 
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26.3 The amounts represent receivable on account of management fee, current portion of long term receivables and other expenses 
paid on behalf of related parties.     
   

27. SHORT TERM INVESTMENTS  2011 2010

 Investments in related parties 27.1  512,842,026  276,823,672 
 Other investments 27.2  957,442,708  3,404,045,735 
  Rupees  1,470,284,734  3,680,869,407 
   
27.1   Investments in related parties

 Available for sale    
Investments in collective investment schemes    

    managed by AHIL   -    276,823,672 
      

At fair value through profi t or loss - held      
   for trading     
Javedan Corporation Limited (formerly     
   Javedan Cement Limited)   512,842,026   -   

  Rupees  512,842,026  276,823,672 
   
27.2   Other investments     

   
 Investments available for sale     

Investments in unquoted equity securities   -     4,648,000 
     

At fair value through profi t or loss - held    
    for trading 27.3    

 Investments in quoted equity securities   953,253,050  3,364,175,038 
 Investments in collective investment scheme   -     -   
 Investments in Srilankan unquoted equity securities   4,189,658  35,222,697 
    957,442,708  3,399,397,735 
  Rupees  957,442,708  3,404,045,735

27.2.1 Fair value of these investments is determined using quoted market prices and repurchase prices prevailing at the balance sheet 
date. Short term investments include equity securities pledged with various banking companies against short term running 
fi nance facilities having a market value of Rs 640.121 million (2010: Rs. 1,203.931 million).    

27.3   Reconciliation of gain/(loss) on remeasurement of investments 
    at fair value through profi t or loss - held for trading  2011 2010
     

Cost of investment  2,438,544,512 4,876,027,615
 Unrealised gain / (loss):   
  - Balance as at 1 July   (1,476,629,880) (2,422,523,795)
  - Unrealised gain / (loss) for the year   508,370,102  945,893,915 
  - Balance as at 30 June   (968,259,778) (1,476,629,880)
  Rupees  1,470,284,734  3,399,397,735 
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28. CASH AND BANK BALANCES 2011 2010 
    
With banks in:    
Current accounts   

 - In local currency   23,584,592  14,192,317 
 - In foreign currency   27,897,067  8,833,845 
    51,481,659  23,026,162 
 Deposit accounts 28.1  37,907,144  102,260,171 
    89,388,803  125,286,333 
 Share transfer stamps    17,000   -   
 Cash in hand   422,102  1,212,286 
  Rupees  89,827,905  126,498,619 
   
28.1 The balance in deposit accounts carry markup ranging from 5% to 8% per annum (2010: 5% to 8% per annum).    

  
29. OPERATING REVENUE

 Dividend income   255,919,225  112,761,402 
 Mark-up on income   49,275,581  164,201,114 
 Brokerage income   97,898,363  130,028,189 
 Mark-up on bank deposits   4,490,213   -   
 Underwriting, consultancy and placement commission   36,565,027  83,229,971 
 Management fees   226,119,677  271,056,267 
 Processing and other related income   12,254,701  15,229,781 
  Rupees  682,522,787  776,506,724 
    
29.1 Operating revenue is not subject to trade or any other type of discount.

30. OPERATING, ADMINISTRATIVE AND  2011 2010
    OTHER EXPENSES    

    

 Salaries and benefi ts 30.1  216,425,244  167,690,632 
 Printing and stationery   8,165,262  7,100,250 
 Communication    7,881,947  9,383,712 
 Rent, rates and taxes   52,397,102  42,557,229 
 Utilities   11,926,308  12,623,577 
 Legal and professional charges   29,747,515  12,275,400 
 C.D.C. and clearing house charges   15,978,236  9,000,826 
 Entertainment  4,114,074  2,551,624 
 Travel and conveyance   13,350,699  12,538,536 
 Depreciation   47,716,818 47,484,748 
 Repair and maintenance   13,341,005  7,687,179 
 Insurance   3,103,748  2,055,964 
 Fees and subscription   8,968,940  6,368,610 
 Advertisement, business promotion and research   39,245,311  31,107,854 
 Meeting expenses   4,591,459  2,784,680 
 E.O.B.I. contribution  -    27,120 
 Auditors’ remuneration 30.2  2,030,385  2,135,612 
 Technical assistance / commission and advisory fee  19,101,058  20,415,581 
 Registrar fee  4,299,545  3,390,527 
 General expenses   1,500,157  1,787,615 
 Bad debts expenses   826,195,520  529,740 
 Impairment loss on property and equipment   -     7,425,441 
 Loss on sale of property and equipment   -    1,494,228 
 Amortization charges  1,803,363   2,014,583 
 Management fee   -    62,855,327 
 Ujrah payments 30.3   1,501,376   -   
 Others  23,391,692 3,760,772 
  Rupees  1,356,776,764   479,047,367 
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30.1 This includes Group Companies’ contribution to staff retirement benefi ts amounting to Rs. 1.976 million (2010: Rs. 10.338 mil-
lion).     
   

30.2 Auditors’ remuneration     
   

 Audit fee   1,471,935  1,331,077 
 Certifi cation including half yearly review   400,900  444,500 
 Other certifi cations   49,550  76,535 
 Out of pocket   108,000  283,500 
  Rupees  2,030,385  2,135,612

30.3 Ujrah payments    

 The Parent has entered into various Ijarah arrangements with First Habib Modaraba for lease of 6 vehicles having various 
monthly rentals for total period of 4 years. Following are the future ujrah payments under the agreement:  
 

  Not later  Later than one  Later than
  than one  year but not later  fi ve years
  year than fi ve years  
 
 Total of future ujrah payments under        
     the agreement Rupees  2,329,548  5,049,143   -   
         
31. OTHER INCOME  201 1 2010
     

Income from fi nancial assets:
 Profi t on exposure deposit with KSE  3,318 51,459 

Late payment charges  78,173,553 20,727,767
 Imputed interest on loan from associate  220,842,789 -
 
 Income from non-fi nancial assets:  
 Rental income  9,027,256 9,438,000
 Exchange (loss) / gain on foreign currency balance  14,499 (1,747,828)
 Reversal of provision for Workers’ Welfare Fund  76,173,396 -
 Gain on sale of fi xed assets  598,922 -
 Other  3,779,758 81,284,616
  Rupees 388,613,491 109,754,014

32. FINANCE COST    
    
Mark-up on long term fi nancing  4,737,927  53,379,916 

 Mark-up on short term borrowings   256,781,832  336,306,093 
 Mark-up on fi nance lease   408,291  57,843 
 Bank charges  2,772,227  2,773,174 
 Others   8,123,432   -   
  Rupees  272,823,709  392,517,026 
    
33. OTHER CHARGES    

 Donations 33.1   58,700,853  21,805,130 
 Workers’ Welfare Fund   -    80,848,134 
  Rupees  58,700,853   102,653,264 
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33.1 Directors or their spouses had no interest in donees’ fund, except Mr. Arif Habib (CEO and Director of the Company). He is trustee 
in one of the donee institutions, Fatimid Foundation and director in two of the donee institutions, Karachi Education Initiative and 
Pakistan Center of Philanthropy.     
   

34. TAXATION     
   

 For the year
 - Current  117,949,524 23,061,116
 - Deferred  75,683,127 272,083,907
 Prior year  (847,207) (16,215,915)
  Rupees 192,785,444 278,929,108

35. EARNINGS PER SHARE - BASIC AND DILUTED    
   

35.1 Basic (loss) / earnings per share    

    2011   
  Continuing Discontinued Total

   operations operations  
       

     
 Profi t after tax Rupees  (872,915,569)  -    (872,915,569)
 
 Weighted average number of ordinary shares Number  375,000,000   -    375,000,000 
 
 Earnings per share Rupees (2.33) 0.00  (2.33)
       

   2010 (Restated)   
  Continuing Discontinued Total

   operations operations  
     
 
 Profi t after tax Rupees  1,635,625,526  (75,638,943) 1,559,986,583 
 
 Weighted average number of ordinary shares Number  375,000,000   375,000,000  375,000,000 
 
 Earnings per share Rupees 4.36  (0.20) 4.16 
    
35.2 Diluted earnings per share   

 Diluted earnings per share has not been presented as the group companies do not have any convertible instruments in issue 
as at 30 June 2011 and 30 June 2010 which would have any effect on the earnings per share if the option to convert is exer-
cised.     
 

36. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS 
      AND OTHER EXECUTIVES

36.1 For the purpose of disclosure, those employees are considered as executives whose basic salary exceeds fi ve hundred thousand 
rupees in a fi nancial year.

      
36.2 The aggregate amounts charged in these fi nancial statements in respect of remuneration including benefi ts to the Chief Execu-

tive, Directors and Executives of the Company are given below:        
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  Chief Executives   Directors  Other Executives 
 2011  2010 2011  2010 2011  2010

           
 Managerial  
    remuneration   17,515,200  24,994,890   2,502,620   312,426  31,567,177  52,777,324 
 Retirement benefi ts  1,254,564  1,860,852   280,916   139,644   3,034,388   5,059,444 
    Bonus   1,613,229  700,000   27,475   -    2,021,733  210,000 
 Other allowance   3,719,410    8,845,471   1,985,935   312,428   7,361,410  27,438,636 
 Commission and    
  performance bonus   -      -     -     2,829,162   -    181,230 
 Total Rupees  24,102,403   36,401,213   4,796,946   3,593,660   43,984,708   85,666,634 
 
 Number of person(s)    4      6      13      17      44   43 
   
36.3 The aggregate amount charged to these fi nancial statements in respect of directors’ fee is Rs. 0.34 million (2010: Rs. 1.63 mil-

lion).

36.4 Besides above, group insurance and medical facilities under insurance coverage were provided to the above mentioned  person-
nel.   

36.5 Certain key management personnel have also been provided with free use of company-maintained vehicles in accordance with 
the Group’s policy. 

37. CASH GENERATED FROM / (USED IN)  2011 2010
    OPERATIONS 

 (Loss) / profi t before tax  (789,053,600) 2,067,478,155

 Adjustments for:
 Depreciation and amortization  49,520,181 47,484,748
 Dividend income  (255,919,225) (112,761,402)
 Mark-up on bank balances, loans and advances
       and term fi nance certifi cates  (50,1 85,844) (164,201,114)
 Share of profi t of equity-accounted investees (net of tax)  (558,973,994)
 Impairment loss on investments  190,632,555 14,553,799
 Goodwill impairment  984,280,458 -
 
   - -
 Unrealized gain on investment property  (11,916,000) 4,400,000
  
 Loss on disposal of subsidiary  285,739,412 
 Remeasurement of short term investment  (178,153,373) 
 Bad debt expense  826,195,520 529,740
 
   - -
 Loss on sale of property and equipment  - 1,494,228
 Amortization charges  - 2,014,583
 Finance cost  272,823,709 392,517,026
   1,554,043,400 186,031,608
 Operating profi t before working capital changes  764,989,800 2,253,509,763

 Changes in working capital:
 (Increase) / decrease in current assets
    Trade debts  490,022,073 (572,059,789)
       Other receivables  (30,418,425) 75,772,760
       Short term investments  1,999,251,572 14,095,679
      Other assets  (1,456,764) 357,082,445
 Increase / (decrease) in current liabilities
    Trade and other payables  96,158,502 (278,940,411)
   2,553,556,958 (404,049,316)
 Cash generated from operations Rupees 3,318,546,758 1,849,460,44737.1 
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37.1 CASH AND CASH EQUIVALENTS 
     

Cash and bank balances 28  89,827,905  126,498,619 
 Short term borrowings 11  (2,020,683,059) (1,217,727,694)
  Rupees  (1,930,855,154)  (1,091,229,075)

38. FINANCIAL INSTRUMENTS
  
 The Group has exposures to the following risks from its use of fi nancial instruments:    

 
 - Credit risk  
 -  Liquidity risk
 - Market risk   

 The Board of Directors has overall responsibility for the establishment and oversight of Group’s risk management framework. 
The Board is also responsible for developing and monitoring the Group’s risk management policies.    

38.1 Credit risk

 Credit risk represents the accounting loss that would be recognized at the balance sheet date if counterparties fail completely to 
perform as contracted and arises principally from loans and advances, trade debts, deposits and other receivables. Out of the 
total fi nancial assets of Rs. 13,486.334 million (2010: Rs. 13,118.777 million), the fi nancial assets which are subject to credit 
risk amounted to Rs. 1,455.136 million (2010: Rs. 2,385.868 million).

 To manage exposure to credit risk in respect of loans and advances, management performs credit reviews taking into account 
the borrower’s fi nancial position, past experience and other factors. Loan terms and conditions are approved by a competent 
authority. 

 Concentration of credit risk arises when a number of counter parties are engaged in similar business activities or have similar 
economic features that would cause their abilities to meet contractua obligation to be similarly affected by the changes in eco-
nomic, political or other conditions. The Group believes that it is not exposed to major concentration of credit risk.

 The carrying amount of fi nancial assets represents the maximum credit exposure. The maximum exposure to credit risk at the 
balance sheet date is:    
 2011 2010

 Trade debts  481,606,595  1,760,651,188 
 Long term deposits  26,475,315  33,800,643 
 Loans and advances  576,978,438  263,574,647 
 Short term deposits  -    5,675,699 
 Other receivables  226,229,603  195,879,828 
 Bank balances  89,388,803  125,286,333 
   Rupees   1,400,678,754  2,384,868,338 
      

The Group did not hold any collateral against the above during the year.     
 

 All the loans and advances at the balance sheet date represent domestic parties except a receivable of Rs. 108.245 million 
(2010: Rs. 108.245 million).     
 

 The age analysis of trade debts, loans and advances and other receivables is as follows:    
  

 Not past due  553,394,988  538,188,507 
 Past due 1-30 days  63,807,654  8,278,444 
 Past due 30-150 days  7,761,108   12,605,022 
 Past due 150 days  178,244,291  1,661,033,690 
   Rupees   803,208,041  2,220,105,663 
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 Receivable from Princely Jets (Private) Limited is secured by demand promissory note and is refundable as per Memorandum of 
Understanding signed on 24 May 2010. Loan to Javedan Corporation limited is secured as disclosed in note 24 of these fi nancial 
statements. Further, Rs. 547.358 million (2010: 186.39 million) is due from group companies and management believes that 
the sum will be recovered in full as companies are under common management.   
    
The credit quality of Group’s bank balances can be assessed with reference to external credit ratings as follows:

  Rating    
Short term  2011  2010 

      
 AAA  4,690,880   -   

  AA+ 386,290   -   
  AA-  71,430   -   
  A  9,103,340   -   
  A+  295,605  1,399,947 
  A-  -    16,739 
  A1 +  1,811,060   -   
  A1  730,931  5,422,861 
  A1+  41,718,087   14,376,036 
  A2 1,271,337  103,810,211 
  A-1+  1,355,727   -   
  A-2 19,532,243   -   
  AA  325,070  245,503 
  P-1 -     15,037 
      

The movement in the allowance for impairment is as follows:    
    

 Opening balance   -   -   
 (Reversal) / provision during the year   823,869,020  -   
 Written off    -    -   
 Closing balance  Rupees   823,869,020  -   
      

Based on past experience, the management believes that no impairment allowance is necessary in respect of loans, advances 
and other receivables past due as some receivables have been recovered subsequent to the year end and  for other balances, 
there are reasonable grounds to believe that the amounts will be recovered in short course of time.

38.2 Liquidity risk    
    
Liquidity risk is the risk that the Group will encounter diffi culty in meeting obligations arising from its fi nancial liabilities that are 
settled by delivering cash or another fi nancial asset, or that such obligations will have to be settled in a manner disadvantageous 
to the Group.    
    
Prudent liquidity risk management implies maintaining suffi cient cash and marketable securities and the availability of ad-
equate funds through committed credit facilities. The Group fi nances its operations through equity, borrowings and working 
capital with a view to maintaining an appropriate mix between various sources of fi nance to minimize risk. The management 
aims to maintain fl exibility in funding by keeping regular committed credit lines. 

     
At balance sheet date, the Group has cash and bank balance and unutilized credit lines of Rs. 89.811 million (2010: Rs. 
126.498  million) and Rs. 2,489.317 million (2009: Rs. 3,827 million) as mentioned in note 27 and 11.   
   

 The following are the contractual maturities of fi nancial liabilities, including estimated interest payments on an undiscounted 
cash fl ow basis:       
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   2011    
 Carrying Contractual  Upto one More than

  amount cash fl ows  year one year
 Financial liabilities     

 Trade and other payables  799,049,042 804,866,902 795,937,897 8,929,005 
 Short term borrowings  2,020,683,059 2,124,185,741 2,124,185,741 -   
 Long term loan  2,836,644,192 3,390,583,981 440,583,981 2,950,000,000 
  Rupees 5,656,376,293 6,319,636,624 3,360,707,619 2,958,929,005 
        

   2010    
 Carrying Contractual  Upto one More than

  amount cash fl ows  year one year
 Financial liabilities      

    
 Trade and other payables  335,310,438 343,416,027 336,280,878 7,135,149 
 Short term borrowings  1,217,727,694 1,287,456,775 1,287,456,775  -   
 Long term loan  337,189,269 343,945,617 160,006,348  183,939,269 
  Rupees 1,890,227,401 1,974,818,419 1,783,744,001  191,074,418 
       

The future interest-related cash fl ows depend on the extent of utilisation of running fi nance facilities and the interest rates ap-
plicable at that time.      
    

38.3 Market risk     

 Market risk means that the fair value or future cash fl ows of a fi nancial instrument will fl uctuate because of changes in market 
prices.    

 The objective is to manage and control market risk exposures within acceptable parameters, while optimising the return. The 
market risks associated with the Group’s business activities are interest / Mark-up rate risk and price risk. The Group is not 
exposed to material currency risk.

a) Foreign exchange risk management
  
 Foreign currency risk arises mainly where receivables and payables exist due to transactions in foreign currencies. Currently, the 

Group’s foreign exchange risk exposure is restricted to long term equity investments and bank balances in foreign currency. As 
such the Group does not regularly deal in foreign currency transactions except for utilizing equity investment opportunities as 
and when it arises and maintenance of foreign currency bank accounts which currently are denominated in US Dollars and UAE 
Dirham. The management believes that the Group’s exposure emanating from any fl uctuations in the foreign currencies does 
not require to be hedged.

 
  Financial assets and liabilities exposed to foreign exchange rate risk amounts to Rs. 24.451 million (2010: Rs. 9.658 million) 

and Rs. Nil (2010: Nil) respectively, at the year end.
 
 Sensitivity analysis   

 For the purpose of foreign exchange risk sensitivity analysis, it is observed that in the fi nancial year the local currency has weak-
ened against US Dollars and UAE Dirham by approximately 0.7% and 0.86% respectively. Subsequent to the balance sheet date 
and till the authorization of these fi nancial statements a further decline of 1.28% and 1.06% respectively, have been observed. 
During the year, the  above decline has resulted in a gain on foreign currency translation of 0.015 million that is recognized in 
profi t and loss account,  therefore the Company is not signifi cantly exposed to foreign currency risk. Further, there are no com-
mitments or outstanding derivative  contracts in foreign currency at the balance sheet date.    
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The following table summarizes the fi nancial assets as of 30 June 2011 and 30 June 2010 that are subject to foreign currency 
risk and shows the estimated changes in the value of fi nancial assets (and the resulting change in profi t and loss account) as-
suming changes in the underlying exchange rates applied immediately and uniformly across all currencies. The changes in value 
do not necessarily refl ect the best or worst case scenarios and actual results may differ. The analysis assumes that all other 
variables, in particular interest rate remain constant. Rupees are in millions

  Fair  Estimated fair value assuming a hypothetical percentage increase / 
  value of   (decrease) in the value of foreign currencies versus Pak rupee
  net assets -20% -10% -1% 1% 10% 20%
 
 30 June 2011 24.45 19.56 22.01 24.21   24.70  26.90 29.34 

 30 June 2010  9.66  7.73  8.69  9.56 9.75 10.62 11.59 
       
b) Interest / mark-up rate risk
  
 Interest / mark-up rate risk is the risk that value of a fi nancial instrument or future cash fl ows of a fi nancial instrument will fl uc-

tuate due to changes in the market interest / mark-up rates. Sensitivity to interest / mark-up rate risk arises from mismatches 
of fi nancial assets and liabilities that mature or re-price in a given period. The Group manages these mismatches through risk 
management strategies where signifi cant changes in gap position can be adjusted. The short term borrowing and loans and 
advances by the Group have variable rate pricing that is mostly dependent on the Karachi Inter Bank Offer Rate (KIBOR) as 
indicated in respective notes.       
 

 At the balance sheet date, the interest rate profi le of the Group’s signifi cant interest-bearing fi nancial instruments was as fol-
lows:      
 2011 2010 2011 2010

  Effective interest rate (in %)  Carrying amounts (in Rupees) 
 

 Financial assets
 
 Deposit to KSE against future clearing 7% to 8.5%   7% to 8.5%   900,000  5,675,699 

 Loans and advances  16.52%   15%   518,449,754  10,000,000

 Trade debts  18%   8%   77,500,398  113,451,786 

 Cash and bank balances  5% to 11%   5% to 11.5%   37,907,144  102,260,171 

 Financial liabilities     
Short term fi nance  13.29% to 16.54%   13.34% to 16.26%   2,020,683,059  1,217,727,694 

 
 Long term fi nance 12.37% to 13.78%   14% to 15.5%  2,607,486,981  183,939,269 

 Sensitivity analysis
  
 The Group does not account for any fi xed rate fi nancial assets and liabilities at fair value through profi t or loss. Therefore, a 

change in interest rate will not effect fair value of any fi nancial instrument. For cash fl ow sensitivity analysis of variable rate instru-
ments a hypothetical change of 100 basis points in interest rates at the balance sheet date would have decreased / (increased) 
profi t for the year by the amounts shown below.      

 It is assumed that the changes occur immediately and uniformly to each category of instrument containing interest rate risk. 
Variations in market interest rates could produce signifi cant changes at the time of early repayments. For these reasons, actual 
results might differ from those refl ected in the details specifi ed below. The analysis assumes that all other variables remain 
constant.    
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 Profi t and loss
  Increase Decrease
 As at 30 June 2011  
 Cash fl ow sensitivity-Variable rate fi nancial liabilities  (36,251,538) 36,251,538 
     

Cash fl ow sensitivity-Variable rate fi nancial assets   -     -   
     

As at 30 June 2010    
    
Cash fl ow sensitivity-Variable rate fi nancial liabilities   (7,329,204)  7,329,204 

     
Cash fl ow sensitivity-Variable rate fi nancial assets  822  (822)

    
c) Price risk    

    
Price risk represents the risk that the fair value of a fi nancial instrument will fl uctuate because of changes in the market prices 
(other than those arising from interest/mark-up rate risk or currency risk), whether those changes are caused by factors specifi c 
to the individual fi nancial instrument or its issuer, or factors affecting all or similar fi nancial instruments traded in the market. 
The Group is exposed to equity price risk since it has investments in quoted equity securities, amounting to Rs. 1,470.285 million 
(2010: Rs. 3,841.231 million) at the balance sheet date.     
   

 The Group’s strategy is to hold its strategic equity investments for long period of time. Thus, Group’s management is not con-
cerned  with short term price fl uctuations with respect to its strategic investments provided that the underlying business, eco-
nomic and management characteristics of the investee remain favorable. The Group strives to maintain above average levels 
of shareholders’ capital to provide a margin of safety against short term equity price volatility. The Group manages price risk by 
monitoring exposure in quoted equity securities and implementing the strict discipline in internal risk management and invest-
ment policies.

 The carrying value of investments subject to equity price risk are, in almost all instances, based on quoted market prices as 
of the reporting date except for, unquoted associates which are carried at fair value determined through valuation techniques. 
Market prices are subject to fl uctuation and consequently the amount realized in the subsequent sale of an investment may sig-
nifi cantly differ from the reported market value. Fluctuation in the market price of a security may result from perceived changes 
in the underlying economic characteristics of the investee, the relative price of alternative investments and general market 
conditions. Furthermore, the amount realized from the sale of a particular security may be affected by the relative quantity of the 
security being sold.     
    
Sensitivity analysis    
    
For the purpose of price risk sensitivity analysis it is observed that the benchmark KSE 100 Index has increased by 28.54% 
during the fi nancial year. Subsequent to the balance sheet date and till the date of authorization of these fi nancial statements a 
further decline of 6.48% in the KSE 100 Index has been observed.    
    
The table below summarizes the Group’s equity price risk as of 30 June 2011 and 2010 and shows the effects of a hypotheti-
cal 30% increase and a 30% decrease in market prices as at the year end. The selected hypothetical change does not refl ect 
what could be considered to be the best or worst case scenarios. Indeed, results could be worse because of the nature of equity 
markets and the aforementioned concentrations existing in the Group’s equity investment portfolio. Rupees are in millions.
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  Fair value Hypothetical Estimated Hypothetical Hypothetical 
  Price change fair value  Increase / Increase 
   after (decrease) in (decrease) in 
   Hypothetical Shareholders’ profi t / (loss)

    change in equity before tax 
   prices

       
30 June 2011 1,470.28  30% increase  1,911.37  174.59    1,911.37 

   30% decrease 1,029.20  (174.59)    (1,911.37)
       

30 June 2010 3,680.86  30% increase  4,993.60   143.12  1,009.25 
   30% decrease 2,688.86   (143.12) (1,009.25)
    
d) Other market risk

 Management believes that unless more sophisticated and comprehensive disclosure of sensitivity analysis is given for each type 
of market risk to which the Group is exposed at the balance sheet date, the above mentioned sensitivity analysis in absence of 
availability of a large economic data with high accuracy and the present effects of unprecedented country’s political situation 
on economics, might remain unrepresentative to the fi nancial statements readers for the risk inherent in the fi nancial instru-
ments.     

38.4 Fair value of fi nancial instruments   

 Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. The carrying value of all fi nancial assets and liabilities on the balance sheet, excluding some long 
term investments, approximate to their fair value.      
   

a) Fair values versus carrying amounts   

 The fair values of fi nancial assets and liabilities, together with the carrying amounts shown in the balance sheet, are as fol-
lows:     
 30 June 2011 30 June 2010

  Carrying Fair Carrying Fair
  Amount Value Amount Value
 Financial Assets      

Long term investments   10,505,544,974   16,369,118,220   8,818,153,833  16,369,118,220 
 Short term investments  1,470,284,734   1,470,284,734   3,680,869,407  3,680,869,407 
 Long term deposits   26,475,315  26,475,315   33,800,643  33,800,643 
 Loans and advances   576,978,438   576,978,438   263,574,647  263,574,647 
 Other receivables  226,229,603   226,229,603   195,879,828  195,879,828 
 Cash and bank balances   89,810,905   89,810,905   126,498,619  126,498,619 
  Rupees  12,895,323,969   18,758,897,215   13,118,776,977  20,669,741,364 
        

   
 Financial liabilities      

Interest/mark-up accrued       
   on short term borrowings   436,599,682   436,599,682   55,280,439  55,280,439 

 Trade and other payables  799,049,042   799,049,042   355,310,438  335,310,438  
Short term borrowings   2,020,683,059  2,020,683,059   2,632,515,667   1,217,727,694  
 Rupees  3,256,331,783   3,256,331,783   1,608,318,571   1,608,318,571
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b) Valuation of fi nancial instruments

 In case of equity instruments, the Group measures fair value using the following fair value hierarchy that refl ects the signifi cance 
of the inputs used in making the measurements:    
  

 Level 1 : Quoted market price (unadjusted) in an active market.    
Level 2 : Valuation techniques based on observable inputs.     
Level 3 : Valuation techniques using signifi cant unobservable inputs. This category includes all   
                instruments where the valuation technique includes inputs not based on observable data.    
  

 Fair values of fi nancial assets that are traded in active markets are based on quoted market prices.   
For all other fi nancial instruments the Group determines fair values using valuation techniques.   
   

 Valuation techniques used by the Group include discounted cash fl ow model. Assumptions and inputs used in valuation tech-
niques include risk-free rates, bond and equity prices, foreign currency exchange rates, equity and equity index prices. The 
objective of valuation techniques is to arrive at a fair value determination that refl ects the price of the fi nancial instrument at the 
balance sheet date  that would have been determined by market participants acting at arm’s length.   
   

 Valuation models for valuing securities for which there is no active market requires signifi cant unobservable inputs and a higher 
degree of management judgement and estimation in the determination of fair value. Management judgement and estimation 
are usually required for selection of the appropriate valuation model to be used, determination of expected future cash fl ows on 
the fi nancial instrument being valued and selection of appropriate discount rates, etc.   
   

 The table below analyses equity instruments measured at fair value at the end of the reporting period by the level in the fair value 
hierarchy into which the fair value measurement is categorised:    
  

  30 June 2011 Level 1 Level 2 Level 3 Total
       
 Financial assets at fair value       
   through profi t or loss      
 
 Equity securities Rupees  1,470,284,734   -     -     1,470,284,734 
       
 Available-for-sale       
   fi nancial assets      
 Equity securities Rupees  -     -     -     -   
       

The following table shows a reconciliation from the beginning balances to the ending balances for fair value measurements in 
Level 3 of the fair value hierarchy:      

 Unlisted equity securities 2011 2010
     

Balance at 1 July   4,814,000   4,648,000 
Unrealized gain / (loss) in total comprehensive income  166,000 

 Transfer out of level 3   (4,814,000) 
 Balance at 30 June Rupees  - 

 - 
 - 

    4,814,000
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  Unlisted
  equity
  30 June 2011 investment
 
 Total unrealized gains / (losses) for assets and liabilities held at the end of the reporting period:    

 - included in unrealized gain on available for sale in other comprehensive income Rupees  -   

 Although the Group believes that its estimates of fair value are appropriate, the use of different methodologies or assumptions 
could lead to different measurements of fair value. For fair value measurements in Level 3, changing one or more of the assump-
tions used to reasonably possible alternative assumptions would have the following effects:    
   

   Effect on profi t or loss  
30 June 2011 favourable  (unfavorable) 
    

 Equity securities Rupees  -     -   
 
 30 June 2010    

Equity securities Rupees 4,648  (4,648)
    
c) Accounting classifi cations and fair values     

  
 The table below provides reconciliation of the line items in the Group’s statement of fi nancial position to the categories  of fi nan-

cial instruments.     
  

 30 June 2011  Trading Loans and Available Cost Total  
    reciveables for sale / amortized carrying

      cost amount
 Financial Assets  
 Cash and bank balances    -     -    -     89,810,905   89,810,905 
 Investments    1,470,284,734   -     -     15,000,000   1,485,284,734 
 Long term deposits    -     26,475,315   -     -     26,475,315 
 Loans and advances    -     576,978,438   -     -     576,978,438 
 Other receivables    -     226,229,603   -     -     226,229,603 
   Rupees  1,470,284,734   829,683,356   -     104,810,905   2,404,778,995 
        
 Financial Liabilities       
 Trade and other payables    -     -     -     799,049,042   799,049,042 
 Interest/mark-up accrued        
   on short term borrowings    -     -     -     436,599,682   436,599,682 
 Short term borrowings    -     -     -     2,020,683,059   2,020,683,059 
   Rupees  -     -     -     3,256,331,783   3,256,331,783 
        
 30 June 2010       
        
 Financial Assets       
 Cash and bank balances    -     -     -     126,498,619   126,498,619 
 Investments    3,399,397,735   -     481,703,813   30,000,000   3,911,101,548 
 Long term deposits    -     33,800,643   -     -     33,800,643 
 Loans and advances    -     263,574,647   -     -     263,574,647 
 Other receivables    -     195,879,828   -     -     195,879,828 
   Rupees  3,399,397,735   493,255,118   481,703,813   156,498,619   4,530,855,285 
     
 Financial Liabilities
 Trade and other payables    -    -     -     335,310,438   335,310,438 
 Interest/mark-up accrued        
   on short term borrowings    -     -     -     55,280,439   55,280,439 
 Short term borrowings    -     -     -     1,217,727,694   1,217,727,694 
   Rupees     1,608,318,571   1,608,318,571 
        

  The fi nancial instruments not accounted for at fair value are those fi nancial assets and liabilities whose carrying amounts  approximate at fair value.
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d) Other market risk      

 Management believes that unless more sophisticated and comprehensive disclosure of sensitivity analysis is given for each type 
of market risk to which the Group companies are exposed at the balance sheet date, the above mentioned sensitivity analysis in 
absence of availability of a large economic data with high accuracy and the present effects of unprecedented country’s political 
situation on economics, might remain unrepresentative to the fi nancial statements readers for the risk inherent in the fi nancial 
instruments.       

39. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES     

 Fair value is an amount for which an asset could be exchanged or a liability settled between knowledgeable willing parties in 
arm’s length transaction. Consequently, differences may arise between the carrying values and the fair value estimates.  

 Underlying the defi nition of fair value is the presumption that the Group companies is a going concern without any intention or 
requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.  

 The carrying value of all fi nancial assets and liabilities on the balance sheet approximate to their fair value.   

40. CAPITAL MANAGEMENT      

 The Group companies’ policy is to maintain a strong capital base so as to maintain investor, creditor and market confi dence, 
sustain future development of the business, safeguard the Group companies’ ability to continue as a going concern in order to 
provide returns for shareholders and benefi t for other stakeholders and to maintain an optimal capital structure to reduce the 
cost of capital. The Board of Directors monitors the return on capital, which the Group companies defi ne as net profi t after taxa-
tion divided by total shareholders’ equity. The Board of Directors also monitors the level of dividend to ordinary shareholders. 
There were no  changes in Group companies’ approach to capital management during the year.    
 

41. TRANSACTIONS WITH RELATED PARTIES     

 Related parties comprise of group companies, directors and their close family members, major shareholders of the Company, 
key management personnel and staff provident fund. Transactions with related parties are on arm’s length. Remuneration and 
benefi ts to executives of the Group are in accordance with the terms of the employment while contribution to the provident fund 
is in accordance with staff service rules. Remuneration of chief executive, directors and executives is disclosed in note 36 to 
the fi nancial statements.  Transactions with related parties during the year other than those disclosed elsewhere in the fi nancial 
statements are given below:     

     2011 2010
 Transactions with associates      

    
 - Purchase of Shares Rupees  4,471,760  150,392,822 
 - Subscription of right shares Rupees  -    84,411,570 
 - Payment for capital work in progress Rupees  -    100,114,837 
 - Advance against shares Rupees  367,874,595  173,000,000 
 - Loan advanced and repaid Rupees  113,428,328   -   
 - Loans and advances Rupees  108,285,328  10,000,000 
 - Mark-up on loans and advances Rupees  1,725,025  12,329 
 - Markup received Rupees  1,731,365   -   
 - Shared expenses Rupees  162,687  2,734,043 
 - Dividend Income Rupees  1,157,152,500  1,350,000,000 
 - Capital Gain earned on related parties securities Rupees  -    126,162,143 
 - Capital loss incurred on related parties securities Rupees  -    (17,685,487)
 - Brokerage commission paid Rupees  2,817,192   -   
 
 Transaction with employees and key management personnel  
 - Brokerage commission to key management personnel Rupees  2,911,905  5,267 
 - Advances to key management personnel Rupees  -    1,224,354 
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    2011 2010
 
 - Expenses incurred on behalf of Mr. Arif Habib Rupees  548,084   
 - Amount repaid by Mr. Arif Habib Rupees  548,084   
 - Receipt of advances to employees Rupees  -    512,000 
 - Purchase of Shares by Mr. Arif Habib Rupees  80,000,060    -   
 - Amount repaid to Mr. Arif Habib Rupees  -    3,885,142 
 - Loan from Mr. Arif Habib Rupees  -    101,939,269 
 - Profi tability bonus Rupees  -    8,617,435 
 - Mark up on employee loan Rupees  -    711,250 
 - Proceeds from sale of property to Mr. Syed Ajaz      

   Ahmed Zaidi Rupees  -    7,000 
      

Transaction with other related parties   
 - Payment to employees’ provident fund / voluntary      

   pension scheme Rupees  3,934,622  11,428,080 
 - Technical assistance feeRupees   -    192,000 
 - Sale of shares to related parties Rupees  -    144,601,058 
 - Payment of rent and maintenance to Rotocast      

 Engineering (Pvt) Limited Rupees  50,996,420  39,062,723 
 - Brokerage commission charged to related parties Rupees  2,534,423  11,269,399 
 - Expenses shared with Arif Habib       

    Real Estate Services (Pvt) Limited Rupees  -    7,093,236 
 - Amount recovered from Arif Habib Real Estate Services      

 Pvt) Limited against sharing of expenses Rupees  2,903,070   -   
 - Advisory Fee paid to Mr. Akmal Jameel Rupees  -    150,000 
 - Loan to Javedan Corporation Limited (formerly Javedan      

 Cement Limited) Rupees  616,000,000  150,000,000 
 - Repayment of Loan from Javedan Corporation Limited 
  (formerly Javedan Cement Limited)    
-  Mark-up on loans and advances Rupees  -    5,029,909 
 - Interest income earned on advance to related party Rupees  42,844,340   344,141 
 - Markup received from related party Rupees  18,449,756   
 - Bank balance at Summit Bank Limited (Formerly Arif      

 Habib Bank Limited) Rupees  514,357   -   
 - Accrued Markup on cash and term deposit at Summit      

 Bank Limited (formerly Arif Habib Bank Limited) Rupees  994,510   -   
 - Bank Charges paid to Summit Bank Limited (formerly Arif      

 Habib Bank Limited) Rupees  300   -   
 - Purchase of goods from Javedan Corporation Limited      

 (formerly Javedan Cement Limited) Rupees  6,488,589   -   
 - Markup accrued against amount received from RESPL Rupees  -    996,220 
 - Proceeds from disposal of property and equipment to RESPL Rupees  -      104,513 
 - Proceeds from disposal of property and equipment to REIT Rupees  -    519,241 
 - Payable to AH REIT Rupees  -     33,750 
 - Management Fee / Investment Advisory fee - Funds Rupees  -       270,234,441 
 - Processing and other related income - Funds Rupees  -       15,229,781 
 - Investment / Conversion in funds at cost Rupees  -      712,290,437 
 - Sale proceeds from redemption - Funds Rupees  -        613,292,780 
 - IPO profi t / markup on balances with CIS under management Rupees  -       5,547,393 
 - Reimbursement to CIS / Pension funds against expenses /       

   issuance of units to investors Rupees  -    665,853
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42. SEGMENT INFORMATION

 For management purposes the Group is organized into following major business segments:    
 
 Capital market operations  Principally engaged in trading of equity securities and maintaining strategic and trading portfolios.   

           
 Banking  Principally engaged in providing investment and commercial banking services. The segment was disposed off in previous 

   year.          
Investment advisory /            
   assets manager  Principally providing investment advisory and asset management services to different mutual funds and unit trusts.  
            

 Brokerage and others  Other operations of the Group comprise of Brokerage, underwriting, corporate consultancy, research and corporate fi nance  
   services.          

Material & Construction  Principally engaged in manufacturing, selling and marketing of cement.    
       2011      

   Capital Investment Brokerage Material and Continued  Discontinued  operations Consolidated
    market advisory / and others Construction operations Banking Other
    operations assets
     manager
 Revenues           

        
 Operating revenue  259,482,253   284,500,035   142,235,885   (3,695,386)  682,522,787   -     -   682,522,787  

(Loss) / gain on sale of 
    securities - net  (14,377,233)  83,057,906   21,101,306   -     89,781,979   -     -   89,781,979 
 Gain / (loss) on remeasurement         
    of investments - net   492,954,122   3,377,481   12,038,499   -     508,370,102    508,370,102 
 Gain / (loss) on 
    remeasurement          
    of investment property    11,916,000       - 11,916,000   -     -    11,916,000  

    738,059,142   382,851,422  175,375,690   (3,695,386) 1,292,590,868 -    - 1,292,590,868 

 Gain on distribution of shares 127,125,000   -     -     -     127,125,000    127,125,000 
 Loss on loss of control
  of subsidiary   (293,142,614)    (293,142,614)   (293,142,614) 

 Operating, administrative             
 and other expenses   (69,403,580)  (277,773,059)  (1,009,274,733)  (325,392) (1,356,776,764) -  -     (1,356,776,764) 

Impairment of goodwill     (984,280,458)  (984,280,458)    (984,280,458) 
Impairment loss on 

    investment   (186,112,451)  (4,520,104)    (190,632,555)   (19,520,104) 
Operating profi t  316,525,497 100,558,259  (1,818,179,501)  (4,020,778)  (1,405,116,523)  -     -      (1,405,116,523) 
   Other income   77,546,387   1,747,394  309,094,614   225,096   388,613,491   -     -    388,613,491  
    394,071,884  102,305,653   (1,509,084,887)  (3,795,682)  (1,016,503,032)  -     -     (1,016,503,032) 
Finance cost & 

    other charges   (231,161,148)  (20,066,976)  (75,609,446)  (4,686,992)  (331,524,562)  -     -    (331,524,562) 
    162,910,736   82,238,677   (1,584,694,333) (8,482,674)  (1,348,027,594)  -     -     (1,348,027,594) 
Share of profi t

     from associates   558,973,994   -     -     -     558,973,994   -     -      558,973,994 
Segment results   721,884,730   82,238,677   (1,584,694,333)  (8,482,674)  (789,053,600)  -     -    (789,053,600) 

 
 Unallocated expenditures  -      -     -     -     -     -     -     -   
 Profi t / (loss) before tax  721,884,730   82,238,677  (1,584,694,333)  (8,482,674)  (789,053,600)  -     -     (789,053,600) 

Taxation   (199,137,235)  16,583,157   (9,987,914)  (243,452)  (192,785,444)  -     -    (192,785,444) 
Profi t / (loss) after tax   522,747,495   98,821,834   (1,594,682,247)  (8,726,126)  (981,839,044)  -     -     (981,839,044) 
Loss on remeasurement 

    of disposal group classifi ed 
    as held for sale    -      -     -      -     -     -     -    

Gain / (loss) on disposal   -      -     -      -     -     -     -   

 Total  Rupees  522,747,495   98,821,834   (1,594,682,247)  (8,726,126)  (981,839,044)  -     -     (981,839,044) 
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      2010 
    Capital Investment Brokerage Material and Continued  Discontinued  operations Consolidated
    market advisory / and others Construction operations Banking Other
    operations assets
     manager
 
 Revenues   
 
 Operating revenue   286,918,105   287,700,622   201,887,997   -     776,506,724  3,011,884,000   -     3,788,390,724 
 (Loss) / gain on sale 
    of securities-net  (139,966,515)  80,964,435   220,659,368   -     161,657,288  57,050,000   -     218,707,288 
 (Loss) / gain on remeasurement             
 of investments-net   1,079,940,235   -     (134,046,320)  -    945,893,915   (73,805,000)   872,088,915 
 (Loss) / gain on remeasurement             
 of investment property  -  (4,400,000)  -     -     (4,400,000)  -     -  (4,400,000)
     1,226,891,825   279,543,285   288,501,045   -     1,879,657,927   2,995,129,000   -    4,874,786,927 
 
 Operating, administrative             
 and other expenses   (163,446,326)  (280,557,906)  (144,824,756)  -  (588,828,988) (2,408,688,000) - (2,997,516,988)
 Operating (loss) / profi t   1,063,445,499  (285,660,180) 143,676,289   -    1,290,828,939   586,441,000   -     1,877,269,939 
          
 Other income   193,335    13,155,416   96,405,263   -     109,754,014   10,097,000   -     119,851,014 
     1,063,638,834   (274,290,159)  240,081,552   -     1,400,582,953   596,538,000   -     1,997,120,953  

           
 Finance cost   (229,462,405)  (47,259,182)  (115,795,439)  -     (392,517,026)  (2,430,530,000)  -     (2,823,047,026)
     834,176,429   (344,453,762)  124,286,113  -     1,008,065,927   (1,833,992,000)  -     (825,926,073)
         
 Share of profi t from associates  1,059,412,228   -     -     -     1,059,412,228   -     -     1,059,412,228 
 Segment results   1,893,588,657   (344,453,762)  124,286,113   -     2,067,478,155   (1,833,992,000)  -     233,486,155 
          
 Unallocated expenditures  -      -     -     -     -     -     -     -   
 (Loss) / profi t before tax   1,893,588,657   (344,453,762)  124,286,113   -     2,067,478,155   (1,833,992,000)  -     233,486,155 
 Taxation   (272,950,954)  11,896,303   (17,874,457)  -     (278,929,108)  120,850,000   -     (158,079,108)
 (Loss) / profi t after tax   1,620,637,703   (323,112,340)  106,411,656   -     1,788,549,047   (1,713,142,000)  -     75,407,047 
 Loss on remeasurement 
    of disposal group classifi ed 
    as held for sale     -     -     -     -     -     943,884,577   (3,900,278)  939,984,299 
 Total  Rupees  1,620,637,703   (323,112,340)  106,411,656   -     1,788,549,047   (769,257,423)  (3,900,278)  1,015,391,346  

       2011 
    Capital  Investment Brokerage Material and Continued  Discontinued  Consolidated
    market  advisory / and others Construction operations operation
    operations  assets    Banking   

     manager

 Other information
 Segment assets  2,010,742,594 - 2,617,512,964   5,318,235,000  9,946,490,558  -  9,946,490,558
 Investment in equity 
    method associates   10,490,544,974   -     -      10,490,544,974   -     10,490,544,974 
 Unallocated corporate assets  -     -     -      -     -     - 
 Consolidated total assets 12,501,287,568   -     2,617,512,964   5,318,235,000   20,437,035,532   -     20,437,035,532 
 Segment Liabilities   1,480,772,949    839,020,659   4,393,891,000   6,713,684,608   -     6,713,684,608 
 Unallocated corporate liabilities  -     -     -      -     -     -   
 Consolidated total liabilities  1,480,772,949   -     839,020,659   4,393,891,000   6,713,684,608   -     6,713,684,608 
 Capital expenditure   1,792,925   11,518,293   271,351,926   4,269,545,000   4,554,208,144   -     4,554,208,144 
 Depreciation   8,986,333   16,449,083   23,042,765   1,042,000   49,520,181   -     49,520,181 
 Non-cash expenses other 
   than depreciation   15,000,000   4,520,104   1,810,475,978   -     1,829,996,082   -     1,829,996,082
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Notes to the Consolidated Financial Statements 
For the year ended 30 June 2011

        2010
    Capital Investment Brokerage Material and Continued  Discontinued  Consolidated
    market advisory / and others Construction operations operations
    operations assets    Banking
     manager

 Other information
 Segment assets   6,755,792,765   702,492,619   1,671,575,009   -     9,129,860,393   -     9,129,860,393 
 Investment in equity method associates   8,587,921,692   -     -     -     8,587,921,692   -     8,587,921,692 
 Unallocated corporate assets   -     -     -     -     -     -     -   
 Consolidated total assets Rupees 15,343,714,457   702,492,619   1,671,575,009   -     17,717,782,085   -     17,717,782,085 
 Segment Liabilities   1,006,324,893   296,091,459   995,208,853   -     2,297,625,205   -     2,297,625,205 
 Unallocated corporate liabilities   -     -     -     -     -     -     -   
 Consolidated total liabilities Rupees  1,006,324,893   296,091,459   995,208,853   -     2,297,625,205   -     2,297,625,205 
 Capital expenditure Rupees  794,020   108,009,558   6,866,810   -     115,670,388   -     115,670,388 
 Depreciation Rupees  10,431,483   14,696,554   22,356,711   -     47,484,748   82,274,035   129,758,783 
 Non-cash expenses other 
   than depreciation Rupees  -     -     -     -     -     -     -  

 
 Reconciliations of reportable segment revenues, profi t or loss and assets and liabilities

     2011 2010
 Operating revenues
 Total revenue for reportable segments  2,356,631,726  3,845,926,887 
 Elimination of inter-segment revenue   (1,673,804,325)  (57,536,163)
 Elimination of discontinued operations  -     (3,011,884,000)
 Consolidated revenue Rupees  682,522,787  776,506,724 
 Profi t or loss
 Total profi t or loss before tax for reportable segments  1,776,330,002  1,206,810,287 
 Elimination of inter-segment revenue / expense   (2,565,383,602)  (33,339,833)
 Elimination of discontinued operations   -     894,007,701 
 Consolidated profi t from continuing operations before tax Rupees  (789,053,600)  2,067,478,155 
 Information about major customers

 Arif Habib Limited is involved in a brokerage business. Its major client are banking institutions such as National Bank of Pakistan 
Limited, United Bank Limited and Allied Bank Limited.

42.1 GEOGRAPHICAL SEGMENT ANALYSIS 
   2011
    Profi t / (Loss) Total assets Net assets Contingencies
    before tax employed  and 
       commitments

 Pakistan   (786,840,060)  20,139,161,023   13,676,814,772   180,174,750 
 Colombo, Srilanka   (2,884,440)  152,102,480   21,820,921   -   
 Dubai, UAE   670,900   145,772,029   24,715,231   -   
   Rupees  (789,053,600)  20,437,035,532   13,723,350,924   180,174,750 

   2010
    Profi t / (Loss) Total assets Net assets Contingencies
    before tax employed  and 
       commitments
         

Pakistan   1,177,392,779   17,565,043,163   15,444,835,468   389,724,070 
 Colombo, Srilanka   (1,970,046)  100,297,914   (18,528,845)  -   
 Dubai, UAE   (1,952,278)  52,441,008   (6,149,745)  -   
   Rupees  1,173,470,455   17,717,782,085   15,420,156,878   389,724,070
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43. DATE OF AUTHORIZATION FOR ISSUE 

 These fi nancial statements have been authorized for issue on 14 September 2011 by the Board of Directors of the Company. 

44. EVENTS AFTER BALANCE SHEET DATE

 The Board of Directors of the Parent has proposed a cash dividend of Rs. 2 per share amounting to Rs. 750 million and bonus shares in the 
proportion of 1 ordinary shares per 10 ordinary shares held amounting to Rs. 375 million at its meeting held on 14 September 2011 for the 
approval of the members at the annual general meeting to be held on 22 October 2011. These fi nancial statements do not refl ect this appropria-
tion as explained in note 3.22

45. GENERAL

 Corresponding fi gures have been re-arranged and/or re-classifi ed, wherever necessary, for the purposes of comparison and better presentation 
including the following:

 Re-classifi ed from Re-classifi ed to Note Rupees Reason

 Operating and
   administrative expenses Other charges 32 102,653,264 Better Presentation
 Operating and Impairment loss on
   administrative expenses  investment 32 7,128,358 Better Presentation
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Categories of Shareholders as at 30 June 2011
Pattern of Shareholding

Annexure III

Directors, Chief Executive, and their Spouses 
   and minor children 8  268,542,134   71.61 

Executives  1   7,500   0.00 

NIT and ICP  1   1,101,895   0.29 

Associated Companies, Undertakings and
   Related Parties  -     -     -   

Public Sector Companies and Corporatons  5   8,979,936   2.39 

Bank, Development Finance Institutions,
   Non-Banking Finance Institutions  11   15,179,096   4.05 

Insurance Companies  8   4,402,465   1.17 

Modaraba and Mutual Funds  9   1,429,941   0.38 

Others  137   17,601,793   4.69 

General Public - Local  7,571   48,625,918   12.97 

General Public - Foreign  18   9,129,322   2.43 
   
   7,769   375,000,000   100.00 
   
   

"Number of 
shareholders"Category Number of

shares held Holding %



Annual Report 2011 181

P
ro

m
ot

in
g 

In
ve

st
m

en
ts

Categories of Shareholders as at 30 June 2011   
Pattern of Shareholding

Directors, Chief Executive, and their Spouses and minor children   
Mr. Arif Habib  1   210,250,247  56.07
Mr. Asadullah Khawaja  1   10,832  0.00
Mr. Nasim Beg  1   832  0.00
Mr. Samad A. Habib  1   832  0.00
Mr. Kashif A. Habib  1   29,166  0.01
Mr. Muhammad Akmal Jameel  1   100  0.00
Mr. Tahir Iqbal  1   125  0.00
Mrs. Zetun Arif  1   58,250,000  15.53
   8   268,542,134  71.61
   
Executives  1   7,500  0.00
   
Associated Companies, Undertakings and Related Parties  -     -     -   
   
NIT and ICP   
National Bank of Pakistan - Trustee Department  NI(U)T Fund  1   1,101,895  0.29
Joint Stock Companies   
Public Sector Companies and Corporatons  5   8,979,936  2.39
Bank, Development Finance Institutions, 
   Non-Banking Finance Institutions  11   15,179,096  4.05
Insurance Companies  8   4,402,465  1.17
Modaraba and Mutual Funds  9   1,429,941  0.38
Others  137   17,601,793  4.69
  170   47,593,231  12.69
Genral Public   
Local  7,571   48,625,918  12.97
Foreign  18   9,129,322  2.43
   7,589   57,755,240  15.40
   
   7,769   375,000,000   100.00 

"Number of 
shareholders"

Category Number of
shares held Holding %



Categories of Shareholders as at 30 June 2011
Pattern of Shareholding

  876  1 to 100 41,500
 1,804 101 to 500 583,360
  1,452 501 to 1,000 1,199,612
  2,339 1,001 to 5,000 5,702,103
  536 5,001 to 10,000  4,060,317
  204 10,001 to 15,000 2,587,002
  121 15,001 to 20,000 2,214,179
  91 20,001 to 25,000 2,099,534
  40 25,001 to 30,000 1,103,424
  39 30,001 to 35,000 1,289,576
  29 35,001 to 40,000 1,110,056
  18 40,001 to 45,000 765,731
  26 45,001 to 50,000 1,281,347
  12 50,001 to 55,000 634,129
  6 55,001 to 60,000 355,625
  11 60,001 to 65,000 690,913
  4 65,001 to 70,000 272,715
  11 70,001 to 75,000  801,979
  5  75,001 to  80,000 391,000
  9 80,001 to  85,000 748,940
  5 85,001 to  90,000 444,571
  8 90,001 to  95,000 751,277
  9 95,001 to 100,000 900,000
  3 100,001 to 105,000 308,512
  3 105,001 to  110,000 320,901
  1 110,001 to 115,000 112,000
  3 115,001 to 120,000 356,210
  1 120,001 to 125,000 125,000
  2 125,001 to 130,000 260,000
  7 130,001 to 135,000 928,350
  3 135,001 to 140,000 417,854
  1 140,001 to 150,000 150,000
  3 150,001 to 155,000 456,994
  1 155,001 to 160,000 158,000
  2 160,001 to 170,000 339,445
  2 170,001 to  175,000  344,117
  2 175,001 to 180,000 357,500
  3 180,001 to 185,000 552,500
  2 185,001 to 190,000 375,000
  6 190,001 to 200,000 1,196,500
  2 200,001 to 205,000 401,893
 1 205,001 to 210,000 207,500
  2 210,001 to 215,000 425,970
  1 215,001 to 220,000 215,449
  1 220,001 to 225,000 225,000
  2 225,001 to 250,000 500,000
  1 250,001 to 260,000 260,000
  2 260,001 to 265,000  529,041
 1 265,001 to 270,000 267,975
 1 270,001 to 275,000 275,000
 1 275,001 to 300,000 300,000
 1 300,001 to 305,000 300,300

Number of 
shareholders

Shareholdings’ slab Total Shares held
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Categories of Shareholders as at 30 June 2011   
Pattern of Shareholding

Number of 
shareholders

Shareholdings’ slab Total Shares held

  1 305,001 to  325,000 325,000
  1 325,001 to  345,000 342,478
  1 345,001 to  350,000 350,000
  1 350,001 to  355,000 353,478
  1  355,001 to  370,000  368,000
  1  370,001 to  375,000 371,755
  1 375,001 to  380,000 375,416
  1 380,001 to  385,000 382,625
  1 385,001 to  400,000 400,000
  1 400,001 to  420,000 416,666
  1 420,001 to  430,000 426,000
  1 430,001 to  455,000 454,200
  1 455,001 to  480,000 477,040
  2 480,001 to  500,000 1,000,000
  1 500,001 to  510,000 507,318
  1 510,001 to  550,000 550,000
  1 550,001 to  580,000 578,000
  1 580,001 to  600,000 596,601
  1 600,001 to  625,000 625,000
  1 625,001 to  635,000 631,600
  1 635,001 to  650,000 650,000
  1 650,001 to  685,000 685,000
  1 685,001 to  725,000 721,600
  1 725,001 to  745,000 744,762
  1  745,001 to  790,000 785,841
  1 790,001 to  800,000 800,000
  1 800,001 to  845,000 842,600
  1 845,001 to  870,000 866,500
  1  870,001 to  1,000,000 1,000,000
  1 1,000,001 to  1,105,000 1,101,895
  1 1,105,001 to  1,110,000 1,105,590
  1 1,110,001 to  1,135,000 1,133,973
  1 1,135,001 to 1,160,000 1,157,641
  1 1,160,001 to 1,200,000 1,200,000
  1 1,200,001 to 1,250,000  1,248,188
  1 1,250,001 to 1,275,000 1,273,619
  1 1,275,001 to 1,325,000 1,322,403
  1 1,325,001 to 1,495,000 1,494,462
  2 1,495,001 to 1,500,000 3,000,000
  1 1,500,001 to 1,530,000 1,529,875
  1 1,530,001 to 1,565,000 1,560,197
  1 1,565,001 to 2,000,000  2,000,000
  1 2,000,001 to 2,140,000 2,139,440
  1 2,140,001 to  2,670,000 2,665,780
  1 2,670,001 to  3,880,000 3,875,900
  1 3,880,001 to 3,955,000 3,952,165
  1 3,955,001 to  4,905,000 4,901,861
  1 4,905,001 to 5,830,000 5,828,646
  1 5,830,001 to  6,685,000 6,684,737
  1 6,685,001 to  62,705,000 58,250,000
  1 62,705,001 to 210,500,000 210,250,247
  7,769     375,000,000 
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Corporate Calendar of Major Events

• Results

 The Company follows the period of 1st July to 30th June as the Financial Year.

For the Financial Year ending on 30th June 2012, Financial Results will 
be announced as per the following tentative schedule:

• Issuance of Annual Report

 21 days before AGM i.e. on or before 1st October 2011.

• 17th Annual General Meeting

 The 17th Annual General Meeting of the Shareholders of Arif Habib Corporation Limited (formerly: Arif Habib Securities 
Limited) (“the Company”) will be held on Saturday, 22nd October 2011 at 2:00 P.M at the Beach Luxury Hotel, Moulvi 
Tamizuddin Khan Road Karachi.

• Cash Dividend

 A final Cash Dividend for the year ended 30th June 2011 at Rs. 2 per share i.e.  20% as recommended by the Board of 
Directors. Subject to the approval by members in the AGM, the date of entitlement of cash dividend shall be 14th 
October 2011, and the company expects to dispatch the final dividend warrants on or before 21st November 2011, 
being the statutory limit of 30 days from the date of General Meeting in which the dividend is approved.

• Bonus Shares

 The Board of Directors have recommended a bonus issue for the year ended 30th June 2011 at the rate of 10%, i.e. 
one share for every ten shares held. Bonus shares will not be entitled for the final cash dividend for the year ended 
30th June 2011. Subject to the approval by members in the AGM, the date of entitlement of bonus issue shall be 14th   
October 2011, and the company expects the bonus shares to be issued on or before 21st November 2011, being the 
statutory limit of 30 days from the date of re-opening of the share transfer register closed for the purpose of 
determining the entitlement.

 1st quarter ending 30th September 2011 Last week of October, 2011

 2nd quarter ending 31st December 2011 Last week of February, 2012

 3rd quarter ending 31st March 2012 Last week of April, 2012

 Year ending 30th June 2012 Last week of August, 2012
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Statement under Section 160(1)(b) of the 
Companies Ordinance, 1984

Material facts concerning special business to be transacted at the 
Annual General Meeting are given below: 

Issue of Bonus Shares to Members

The Directors in their meeting held on September 14, 2011 have recommended issue of bonus shares in proportion of 1 
ordinary share for every 10 ordinary shares held by the members, i.e. 10%. While recommending stock dividend the 
directors have taken cognizance of the financial strength of the company. They are of the view that the company’s financial 
position and its reserves justify the capitalization of free reserves.

Pursuant to rule 6 (iii) of the Companies (issue of capital) Rules 1996 ( the Rules), the auditors have certified that the "free 
reserves" (in accordance with the meaning given to it in Rule 5 & 6 of the Rules) retained after the issue of bonus shares will 
not be less than twenty five percent of the increased capital.   

The directors of the company are interested in the business to the extent of their shareholding in the company.

Investments in Associated Company & Associated Undertaking

The Board of Directors of the Company has approved the specific limits for equity investments and loans/advances 
alongwith other particulars for investments in its following existing and planned associated company and associated 
undertaking subject to the consent of members under Section 208 of the Companies Ordinance, 1984.

The principle purpose of this special resolution is to make the Company in a ready position to captalise on the investment 
opportunities as and when they arrive. It is prudent that the Company should be able to make the investment at the right 
time when the opportunity is available.
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S.no Description Information Requried

(i) Name of investee company

(ii) Nature, amount and extent of investment
 
 
 
(iii) Average market price of the shares intended to 

be purchased during preceeding six months in 
case of listed companies

(iv) Breakup value of shares intended to be 
purchased on the basis of last published 
financial statements

(v) Price at which shares will be purchased

(vi) Earning per share of investee company in last 
three years:

  June 30, 2010
  June 30, 2009
  June 30, 2008

(vii) Source of funds from where shares will be made

(viii) Period for which investment will be made

(ix) Purpose of investment
 
 
(x) Benefits likely to accrue to the company and the 

shareholders from the proposed investment
 
 
(xi) Interest of directors and their relatives in the 

investee company

(xii) Any loan had already been provided or loan has 
been written off to the said company

(ix) Rate of interest on loan/advance
 
(x) Repayment schedule of loan/advance
 
(xi) Security on loan/advance

* Following directors of the company have no inertest in the investee company except in their capacity as director / shareholder

 Mr. Arif Habib Chairman and shareholder
 Mr. Samad A. Habib Chief Executive and shareholder
 Mr. Kashif A. Habib Director and shareholder
 Mr. Muhammad Ejaz  Director and shareholder

Javedan Corporation Limited ( Formerly Javedan Cement 
Limited)
An aggregate limit of equity investment upto Rs. 1000 
million and any advance against subscription of right. 
Further, an aggregate limit for loan upto Rs. 81.5 million.

Rs. 60.3 per share

Rs. 70.22 per share

At par/premium/market/offered/negotiated price 
prevailing on the date of transaction/investment

Rs.(2.36) per share
Rs.(8.37) per share
Rs.(0.76) per share

From company's own available liquidity and credit lines 

Long term/short term

For the benefit of the company and to earn better returns 
in the long run on strategic investment by capturing the 
opportunities on the right time
This investment may increase dividend earnings and 
capital appreciation since it is expected that investee 
company will generate reasonable profits in future

*     None except as disclosed below 

Outstanding loan of Rs. 518.449 million.

6 Months KIBOR+3% 

Short to medium term within 3 years and long term within 
5 years
Management considers that being group company there is 
no need of collateral security.

Statement under Section 160(1)(b) of the 
Companies Ordinance, 1984

Arif Habib Corp.186



Statement under Section 160(1)(b) of the Companies Ordinance
1984, in compliance with the SRO 865 /(1)/2000 dated 
December 6, 2000, for previous Special Resolutions 
which not yet implemented

The Company in its previous general meeting had sought approvals under section 208 of the Companies Ordinance, 1984 
for investments in the Associated Companies and Associated Undertakings in which investment / additional investment has 
not been made fully so far due to the fact that Company was waiting for an appropriate time in the interest of the 
sharehoders of the Company otherwise Company had the adequate financial strength for investments.

S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

(v) Earning per share of investee 
company in last three years:

  Dec. 31, 2010
  Dec. 31, 2009
  Dec. 31, 2008

Summit Bank Limited (Formerly Arif Habib 
Bank Limited)
Equity investment upto Rs.1000 million

Rs.4.13 per share

Rs.11.70 per share

Rs.(4.16) per share
Rs.(5.20) per share
Rs.(0.38) per share

Rs.3.76 per share

Rs.7.54  per share

S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment

(iii) Average market price of the shares 
intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

(v) Earning per share of investee 
company in last three years:

  June 30, 2010 (Restated)
  June 30, 2009 (Restated)
  June 30, 2008

Arif Habib Limited
Equity investment upto Rs. 246.429 million 
and Loan/advance upto Rs. 250 million

Rs.20.06 per share

Rs. 34.38 per share

Rs. 3.24 per share
Rs.4.33 per share
Rs.19.02 per share

Rs. 19.67 per share

Rs.16.2 per share

Rs. (12.43) per share
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S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment

(iii) Average market price of the shares 
intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2010
  June 30, 2009
  June 30, 2008

Arif Habib Investments Limited
Equity investment upto Rs. 250 million and 
Loan/advance upto Rs. 250 million

Rs.21.69 per share

Rs.16.27 per share

Rs.2.14 per share
Rs.10.08 per share
Rs..8.30 per share

Rs.21.59 per share

Rs.16.22 per share

Rs.0.74 per share

S.no Description Information at the time of Approval Present Status

i) Name of investee company

(ii) Nature, amount and extent of 
investment

 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2010
  June 30, 2009
  June 30, 2008

Pakistan Private Equity Management 
Limited & its FUNDS
Equity investment upto Rs. 1000 million 
and Loan/advance upto Rs. 250 million

N.A

Rs.2.19 per share

Rs.(0.99) per share
Rs.(11.15) per share
Rs.(1.05) per share

N.A

Rs.1.75 per share

Rs.(0.44) per share

S.no Description Information at the time of Approval Present Status

(i) Name of investee company

(ii) Nature, amount and extent of 
investment

 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2009
  June 30, 2008
  June 30, 2007

Real Estate Modaraba Management 
Company Limited
Equity investment upto Rs. 300 million and 
Loan/advance upto Rs. 300 million

N.A

Rs.10.83 per share

Rs.(129.96) per share
Rs.1.72 per share
Rs.(0.38) per share

N.A

Rs.(119.13) per share

N.A
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S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

 
(iv) Breakup value of shares intended to 

be purchased on the basis of last 
published financial statements

(v) Earning per share of investee 
company in last three years:

  Dec. 31, 2010
  Dec. 31, 2009
  Dec. 31, 2008

Pakarab Fertilizers Limited
Equity investment upto Rs. 1000 million 
and Loan/advance upto Rs. 1000 million

N.A

Rs.33.06 per share

Rs. 7.18 per share
Rs.10.53 per share
Rs.23.63 per share

N.A

Rs.30.07 per share

Rs.3.79 per share

S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

 
(iv) Breakup value of shares intended to 

be purchased on the basis of last 
published financial statements

(v) Earning per share of investee 
company in last three years:

  Dec. 31, 2010
  Dec. 31, 2009
  Dec. 31, 2008

Fatima Fertilizer Company Limited
Equity investment upto Rs. 823.306 million 
and Loan/advance upto Rs. 1000 million

Rs.12.70 per share

Rs.12.12 per share

Rs. (0.07) per share
Rs.(0.08) per share
Rs.(0.17) per share

Rs.12.44 per share

Rs.12.053 per share

Rs.(0.06) per share

S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

 
(iv) Breakup value of shares intended to 

be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2010
  June 30, 2009
  June 30, 2008

Rotocast Engineering Company (Pvt.) 
Limited
Equity investment upto Rs. 300 million and 
Loan/advance upto Rs. 200 million

N.A

Rs.283.68 per share

Rs.9.26 per share
Rs.0.87 per share
Rs.0.33 per share

N.A

N.A

N.A
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S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2010
  June 30, 2009
  June 30, 2008

Thatta Cement Company Limited
Equity investment upto Rs. 300 million and 
Loan/advance upto Rs. 200 million

Rs.17.73 per share

Rs.9.73 per share

Rs. 0.01 per share
Rs.2.56 per share
Rs.0.50 per share

Rs.19.96 per share

Rs.8.81 per share

Rs.(0.91) per share

S.no Description Information at the time of Approval Present Status

(i) Name of investee company

(ii) Nature, amount and extent of 
investment

 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2010
  June 30, 2009
  June 30, 2008

Javedan Corporation Limited ( Formerly 
Javedan Cement Limited)
Equity investment upto Rs. 1000 million 
and Loan/advance upto Rs. 81.550 million

Rs.60.30 per share

Rs. 70.22 per share

Rs.(2.36) per share
Rs.(8.37) per share
Rs.(0.76) per share

Rs.61.35 per share

Rs.64.30 per share

Rs.(5.92) per share

S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

 
(iv) Breakup value of shares intended to 

be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2009
  June 30, 2008
  June 30, 2007

International Complex Projects Limited
Equity investment upto Rs. 1500 million 
and Loan/advance upto Rs. 1000 million

N.A

Rs.74.48 per share

Rs.1.94 per share
Rs.7.52 per share
Rs.(0.61) per share

N.A

N.A
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S.no Description Information at the time of Approval Present Status

(i) Name of investee company

(ii) Nature, amount and extent of 
investment

(iii) Average market price of the shares 
intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

(v) Earning per share of investee 
company in last three years:

  June 30, 2010
  June 30, 2009
  June 30, 2008

Proposed "Askari Siddiqsons Development 
Limited"
Equity investment upto Rs. 1560 million 
and Loan/advance upto Rs. 1040 million

N.A

N.A

N.A

N.A

N.A

N.A

S.no Description Information at the time of Approval Present Status

(i) Name of investee company

(ii) Nature, amount and extent of 
investment

(iii) Average market price of the shares 
intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2010
  June 30, 2009

Arif Habib REIT Management Limited & 
REITS' Funds
Equity investment upto Rs. 1500 million 
and Loan/advance upto Rs. 1000 million

N.A

Rs. 7.25 per share

Rs. (2.58) per share
Rs. (0.16) per share

N.A

Rs. 5.16 per share

Rs. (2.10) per share

S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

 
(iv) Breakup value of shares intended to 

be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
 March. 31, 2010
 March. 31, 2009
 March. 31, 2008

S.K.M Lanka Holdings (Pvt.) Limited
Equity investment upto Rs. 150 million and 
Loan/advance upto Rs. 100 million

N.A

Rs. 11.33 per share

Rs. (0.254) per share
Rs. (3.58) per share
Rs. (1.20) per share

N.A

Rs. 12.82 per share

Rs. 0.81 per share
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S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 

(iii) Average market price of the shares 
intended to be purchased during 
preceeding six months in case of 
listed companies

(iv) Breakup value of shares intended to 
be purchased on the basis of last 
published financial statements

(v) Earning per share of investee 
company in last three years:

  June 30, 2010
  June 30, 2009
  June 30, 2008

Aisha Steel Mills Limited
Equity investment upto Rs. 641.716 million 
and Loan/advance upto Rs. 750 million

N.A

Rs. 8.12 per share

Rs.(1.08) per share
Rs.(.90) per share
Rs.(0.20) per share

N.A

Rs. 8.33 per share

Rs.(0.14) per share

S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

 
(iv) Breakup value of shares intended to 

be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2010
  June 30, 2009
  June 30, 2008

Al-Abbas Cement Industries Limited
Equity investment upto Rs. 1000 million 
and Loan/advance upto Rs. 500 million

Rs. 2.79 per share

Rs. 5.83 per share

Rs.(3.94) per share
Rs.0.67 per share
Rs.(0.59) per share

Rs. 2.64 per share

Rs. 3.02 per share

Rs.(4.34) per share

S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

 
(iv) Breakup value of shares intended to 

be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2010
  June 30, 2009
  June 30, 2008

Sweetwater Dairies Pakistan (Pvt) Limited
Equity investment upto Rs. 581.910 million 
and Loan/advance upto Rs. 100 million

N/A

Rs. 9.92 per share

Rs. (2.79) per share
Rs.(1.40) per share
N/A

N/A

Rs. 11.49 per share

Rs.(1.31) per share
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S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

 
(iv) Breakup value of shares intended to 

be purchased on the basis of last 
published financial statements

 
(v) Earning per share of investee 

company in last three years:
  June 30, 2010
  June 30, 2009
  June 30, 2008

Memon Health & Educational Foundation
Loan/advance upto Rs.50 million being 
convertible into donation

N.A

N.A

N.A
N.A
N.A

N.A

N.A

N.A

S.no Description Information at the time of Approval Present Status

(i) Name of investee company
(ii) Nature, amount and extent of 

investment
 
(iii) Average market price of the shares 

intended to be purchased during 
preceeding six months in case of 
listed companies

 
(iv) Breakup value of shares intended to 

be purchased on the basis of last 
published financial statements

(v) Earning per share of investee 
company in last three years:

  June 30, 2010
  June 30, 2009
  June 30, 2008

Arif Habib Foundation
Loan/advance upto Rs.250 million being 
convertible into donation

N.A

N.A

N.A
N.A
N.A

N.A

N.A
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Form of Proxy

The Company Secretary

Arif Habib Corporation Limited (formerly Arif Habib Securities Limited)

Arif Habib Centre

23, M.T. Khan Road

Karachi.

of Arif Habib Corporation Limited holding

CDC A/c. No.

Mr./Mrs./Miss

Signed this

Witnesses:

NOTES:

1.     Name :

        Address :

        CNIC No. :

        Signature :

2.     Name :

        Address :

        CNIC No. :

        Signature :

day of 2011.

Signature on

Rs. 5/-

Revenue Stamp

of (full address)

or failing him/her

hereby appoint Mr./Mrs../Miss

of (full address)

ordinary shares as per

I/ we of being a member(s)

1. A member entitled to attend and vote at the meeting may appoint another member as his / her 
proxy who shall have such rights as respects attending, speaking and voting at the meeting as are 
available to a member.

2.  Proxy shall authenticate his/her identity by showing his/her identity by showing his/her original 
passport and bring folio number at the time of attending the meeting

3. In order to be effective, the proxy Form must be received at the office of our Registrar M/s. Central 
Depository Company of Pakistan, Share Registrar Department, CDC House, 99-B, Block-B, 
S.M.C.H.S, Main Shahra-e-Faisal, Karachi, not later than 48 hours before the meeting duly signed 
and stamped and witnessed by two persons with their signature, name, address and CNIC number 
given on the form. 

4. In the case of individuals attested copies of CNIC or passport of the beneficial owners and the proxy 
shall be furnished with the proxy Form.

5. In the case of proxy by a corporate entity, Board of Directors resolution/power of attorney and 
attested copy of the CNIC or passport of the proxy shall be submitted alongwith proxy Form.

(being member of the company) as my/our Proxy to attend, act vote for me/us and on my/our behalf at 

the Seventeenth Annual General Meeting  of the Company to be held on October 22, 2011 and/or any 

adjournment thereof.

17th Annual General Meeting



Registrar:Central Depository Company of Pakistan, Share Registrar Department, CDC House, 99-B, Block-B, S.M.C.H.S, Main Shahra-e-Faisal, Karachi.
ARIF HABIB CORPORATION LIMITED(formerly Arif Habib Securities Limited)





Arif Habib Corp
Arif Habib Center,
23, M.T. Khan Road
Karachi-74000
Tel: (021) 32415213-45
Fax: (021) 32429653
Website: www.arifhabibcorp.com D
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