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Core Values and Code of Conduct / Ethics |

The code of conduct guides the desicions,
procedures and system of the company in a way
that it contributes towords the welfare of all
stakeholders and respect the rights of all
constituents by the company’s operations. A
summary of code of ethics is as follows:

2 Respect for the Individual
‘V/ Discrimination on any basis is fundamentally unacceptable.

Conflict of Interest

The employees must act in the Company's interest and to
avoid themselves from a position where their personal
interest conflicts with the Company’s interest.

\Jﬁ Financlal and Operational Integrity
Compliance with the accepted accounting rules and procedures is
required at all times. All the information supplied to the auditors
and shareholders must be complete and not misleading.




Bribery
All kinds of bribes or facilitation paymenls or receipt
in cash or in kind are strictly prohibited.

Regulatory Compliance and Corporate Governance

@ The Company cooperates fully with all the governmental and
regularly bodies and is committed to the highest standards of
corporate governance.

High Standards

Voluntarily sets, and adhers to, the highest standards of
professional conduct: this will assure peace of mind and fair
treatment for all the stakeholders.

Etficiency

Efficiencies, appropriate risk management measures and
pricing strategies should enable profitable operations and
good shareholder returns in all market scenarios.

Growth and Development

ﬂ The Company’s social responsibility and it's intended role in
the growth and development of capital markets, must always
be kept in mind in choosing the projects and business
offered by the markel opportunity, considered adequacy at
the appropriate forums may also be taken up asa
contributory tool.
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Company Profile

Enown for consistently generating  superior
returns for the public Invester through its enter-
prise acumen, the Aril Habib Group is a diversified
business conglomerate with Investments across a
broad spectrum of key industries in Pakisian, It
ranks amongst the foremost Amancial services
providers in the country today, with controlling
interests In prime corporadons competing across
the securities brokerage, Investment advisory,
investment management, and private eguity
industries,

The Group is also a significant player in the
chemlcal-fertlizers, real estate, steel, dairy and
cement industries, IU has helped catalyze signifi-
cant foreign investment inflows Into Pakistan. The
Group is thus uniquely positioned tooffer the best
of "the Pakistan menu” to Its stakeholders.

Winner of =everal prestglous national and
regional awards In recognition of its consistently
strong financial performance, sound corporate
governance practices and management quality,
the Group takes pride In Its orlentation towards
client service and stakebolder-satisfaction, The
Arif Habib brand franchise is built on decades of
first-rite services to dients supplemented by
asftute asset selection, market timing and volun-
tary adherence to global standards of best
practices. Group companles own, and manage,
assets of several hundred millicn US dollars.

Recognizing that ils key success fctors indude
the guality of its personnel and systems, the
Group has implemented 4 strategic thrust ko
continuously [nvest in staff, systems and capacity
bullding for its various businesses, While the
Group's holding company s stll managed by the
founder himsell, all subsidiaries and associates
are admintstered by experienced professionals
adepl in their respective industry sectors, Key
senlor staff managing Group companies and
operations include Chartered Accountants, Char-
tered Management Accountants, CFAs, MBAs and
Engineers with combined managerial experience,

In recent years, the Group has begun o leversge
its core competencies to diversify geographically.
With o view to replicate its gainful experience as s
large full-service institutional broker into other
markets, the Group has invested in subsidiaries
vwelth trading rights at the Dubai Muld Commodi-
ties Exchange and the Colombo Stock Exchange,
Studies are being conducted to ascertaln the feasi-
bility of the Group entering the Bangladeshi and
the Canadian financial services market= in the
medium term,

Arl Habib Seéqurities Limited [AHSL) iz the
holding company of Arf Habibh Group. It swas

incorporated on 14th November 1994 35 a Public
Lirnited Company wunder the Companles
Ordinance, 1984 and is listed on the Karachi,
Lahore anmd Islamabad Steck Exchanges. The
principal activity of the Company is the business
of Investment (n Hsted ond unlisted securitles.
Since its public listing in 2001, AHSL has gener
ated a very large cumuladve alpha above the
benchmark Karachi Stock Exchange (KSE}-100
Index total returns, moking it by far the hest
performing stock st the KSE. Despite the large
deviztons In the market in recent years, AHSL's
cumulative alpha has seldom been under 5000
percent Resultantly, It has had the distinction of
being adjudged winner of the prestigious "KSE
Top 25 Companies Award” for each of the years
since ils eommon stock was publicly guoked.
Winner of numerous other awards recognizing its
sterling performance on a variety of standards,
AHSL has, over the years, distingulshed itsell as a
superior assel manager and market participant
The awards include reputed national and reglonal
recognitions of performance and governance

AHSL, holds shares in both the operating subsid-
laries and other strategic investments,

Operating subsidiaries cover a wide range of
& ncial servieces, vie:

1. Arif Habib Limited - Securities brokerage
house in Pakistan

2. SKEM Lanka Holdings [Pvt.] Limited - Securi-
ties brokerage house in Colombao, Srilanka

3. Aril Habib DMCC - Commodities brokerage
houwse in Dubal, UAE

4. Aril Habib Investments Limited
M anAgemeant Ccompry

5. Pakistan Private Equity Management Limited
- Yenture Capital management company

Asget

Strategic investments indude:

Pakarab Fertilizers Limited

1.
2, Fatima Fertilizer Company Limited
3. Al Abbhas Cement Industmes Limited
5.

7

H

4, Thatla Cement Company Limited

Aisha Steel Mills Limited

6. Rozgar Microlinanee Bank Limited

Takaful Pakistan Limited

Swestwater Dairies Pakistan [Pyt ) Limited

Additionally, AHSL maintains a well diversified
investment portfollo of listed securides hawving
cost of B=5 billion, at an sverage, With such a
diversified Investment portfolio, AHSL stands
strong and is well placed 1o play an important role
inm Pakistan's rapldly developing economy.
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Mr. Arif Habib is
Chairman of the Group.

]
He has extensive

experience of

capital market spread

fl over thirty vears.




M. Arif Habib |

Cluairinan & Chiel Executive
Date of Appointment: September 29, 2007

Profile

Mr. Arif Hakib, 8 Commerce Graduato and a Fallow
Membar of the Institube of Charterod Secretaries
and Manageors is the Chairman & Chief Executive of
Arif Habib Securites Limited, a holding company of
Arit Habib Group,

Mr. Arif Habib has remained the President / Chair-
man of Karachi Stock Exchange six mes in the past.
He is the Founding Member and Former Cheirman
of the Central Depository Company of Pakistan
Limited. He has served as Membor of the Privatiza-
tion Commission, Board of Investment, Tariff
Reforms Commission and Securities & Exchange
Ordinance Roview Commitbee. Over the years ho
has been nominated on the Board of Directors of a
number of companies by the Government of

Other engagemoants

#As Chalrman

# Pakarab Fertilizers Limited

= Fatma Fertilizer Company Limited

# Thatta Cement Company Limited

= Pakistan Private Equity Management Limited

= Real Estate Modaraba Management Company
Limitad

« Arif Hahib DMCC Dubal

= Safemix Concrete Products Limited

= Sachal Energy Development [ Pvt] Limited

= Arif Habib Foundation

Pakistan and had remained member af the Board of
DGR 1

He has particpated in a number of professional
advancement coursss including on Development of
Securities Market organized by the SEC, USA at
Washington, D.C. in 1992, He has visited over &
dogen ol stock exchanges in different counkries for
exchange of views

On the sodial services front, Me Adf Habib 15 &
significant participated in welfare activities ol
different organizations. To quole a few he is one of
the trustee of Fatamid Foundation and Memon
Health & Education Foundation and a director of |/
Pakistan Centre [or Philanthropy and Kamachi
Education Initiative,

As Director f
« Pakistan Engineeripg Company Limited
» Attock Refinery Limited ;
# Alzha Steed Mills Limited

= Pakistan Centre'for Philanthropy

« International Complex Projects Limited

As Honorary Trustee/GovemnarMember
= Pakistan Veterans Cricket Association

«  Memaon Health and Education Foundation
»  Fatamid Foundation

e Karachl Education Initative




Mr. Asadullah Khawaja
Hon-Execative [Hreonr
e bee il "l._n pointments ."ir'!_'l LEmber 29, 2000

Mr. Khawaja has also served on the board of directors of

prestigious institutions of domestic and international

nature and the list of companies can be termed im

Profile
Mr. Khawaja completed i s Forman Christlan

allepe, Lahore Subseguently, he completed severdl local and foreipn

27T
i
i

gurses an banking, securities, Industries manage ment, investment ana
;15 and portiolio management. Moreovern he has partacipated in various

International seminars and workshops on |nvestment oriented issues,

He started his professional career with United Bank Limibed in 1965 and only after a year
switched o [nvestment Corporation of Pakistan. From 1966 tl] 1995 he rose through the
ranks from OG-111 to the post of Managing Drector During this long carear he rendered
hiz services in different capacides and in different departments,

Mr. Khawala also held the additional charge of Chief Executive Bankers Equity Limited
(BEL} and NITL His foreign assignments Include five years at Pakistan Embassy in
London as Investment Councilor. After leaving ICP n 2000 he served as the Executive
Director of Pakistan Credit Rabdng Agency from December 2001 bto July 31, 2005, Mr
Khawaja has also served on the board of directors of prestgious institutions of domestic
and Internatonal nature and the list of companies con be termead impressive.

Other engagements

As Chalrman
PICIC Asset Management Company Limited

As Director

Arif Habib Bank Limited

Pakiztan Private Equity Manapement Limited
Arif Habib REIT Management Limited




Mr. Kashifl A. Habib
Mon-Exvoutive Director
1 b il r‘l.p _r-rlinlrr.l.‘nl.: Hrpl.i:—mlu_-.r Pl Bl 1R r)

Cther engagemenis

As Direclor

Arf Hablb Investments Limited

Pakarab Fertdlizers Limited

Fatima Fartilizer Company Limited

Thatta Cement Company Limited

Javedan Cemeant Limibed

Arif Habib REIT Management Limited
Romwcast Engineering Company { Pvi) Limited
Mooriabad Spinning Mills [Pvt) Limited

Arif Habib Foundatdon

Arif Habib Realstabe Services [Pvt] Limited
Real Estate Modaraba Management Co. Limited




Mr. Muhammad Akmal Jameel
Non-Execulive Direcior
Date of Appointment September 29, 2007

He has over fifteen vears of experience

in inancial markets and financial

consulting in Pakistan and the Gulf.

Profile

Mr. Akmal Jameel, a Chartered Financial Analyst [CFA), has extensive exp
rience of corporate finance and private equity transactions. He has over
fifteen vears of experience in financial markets and financial consulting in
akistan and the Guli. He als as previously worked at Ernst & Young in
Saudi Arabia, and with Anjum Asim Shahid & Company (Grant Thornton
Associates] and Hagler Bailly Pakistan. He has extensive experience [n
structuring projects, evaluating private equity proposals and conducting
feasibillty studies and was previously responsible for corporate [inance

ind business development at Arit Habib Securities Limited

Other engagements

As Director

Arif Habib Investments Limited

Arif Habib REIT Management Limied

Real Estate Modaraba Management Company Limited
Rozgar Microfinance Bank Limibed

Pakistan Private Egqulty Management Limited




Mr. Mohammad Khubaib
Non-Execulive ireclor
Date of Appointment: Decombar 16, 2007

Profile

;
He hAas over thirty vears of experlence ol managi _.|'l TN CLU T

ng and services organizations. He has been associated with large
ocal and multinational corporations such as Unllever, Unisys, Cupoala
Group, Alghazi Tractors [Fiot), Dewan Group and [BL (marketing and
distribution of 18 multinationals). He has managed projects in sugar,

Other ongagomaonts

As Chial EXocultive
Afsha Steel Mills Limitod

As Direclor
Thatta Cement Company Limited
Sweebhwater Dieries Pakistan [Pyt] Limiked




Mr. Nasim Beg
Non-Executhve Director
Wl Ap poin bmenls Neplember 29, 20007

mvestments Limited. Wit Wer CHrty 5iX Vedldrs ol &Xperiencs In Lo Hnancial
. | L § o Y, 4 i 1 T ) i T [

sector asswell as industry [in and outside the country], M Nasim

Lig most respecied prolessionals in he mutyal unds industry, ol the country

Ry TSEUTITITIE T STICITLE i I,.-_ |:|.|. i'l alf I':'--\.-."ll = At .-_: i =||"| Imvestmant

Mr. Beg served as the Deputy Chief Exécutive of NIT, which he joinad during its troubled period,
and playved an Instrumental roke n 1t modernization and turn around. He also served as the Chief
Executive of an IT for a few months. He has also been associated at top-level pasitions with other
azset management and Invesbment advisory compianles

Mr. Beg has also held senior level responsibilities in the industre It was during his tenure as the
Chief Executive af Allied Precision (& subsidiary of the Allied Engineering Group], in which he set
up a green field project, that the company developed sophisticated indigenous components for
the automotive industry. Besides his expertise in the financisl services seckor which includes his
strength in informabion technology, back office management, finance and accounting, Mr. Beg is
one af the few senior level professionals who has had rather extensive sperience of manage-
ment of information systems. Mot only does he have hands-on experience, but places like Abu
Dubai Investment Co. - UAE [where he played a role in setting up of the company] and NIT, he
was responsible for getting sy=tems doveloped

Other angagements

As Chilal Executiva Arif Habib REIT Managemont Limitod

Arif Habib Investments Limited Fakistan Private Eguity Management Limited

Pakistan Fremier Fund Limited Mutual Fund Assonation of Pakistan
Institute of Capital Markets

Az Diroctor Safemix Concrote Productks Limited

Arif Habib Bank Limited Beg Assaciabos { Pyl Limitod

Pakarab Fertilizers Limited
Saudi Pak Insurance Company Limited




NMr. Sirajuddin Cassim
Non-Executive Direcior
Date of Appointment September 2%, 2007
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ite fimance. He has practical experience of new list MEs & nid

publie olfferings and ofler or saleg

He not only has the experience of preparing prospectus f offer for sale documents
of more than 40 companies but also has the honour of successfully listing these
caompanies on &ll the three stock exchanges of the country. M Sirajuddin Cassim
started a5 3 partner in Daudally Siraj & Company, Chartered Accountanis and since
1985 is engaged in financlal, Investment advisory and corporate consultancy
services. He is also associated with the family brokerage houss, He is a member of
the Karachi Stock Exchange since 1975 and has served on the Board of Directors of
Karachl Stock Exchange in the year 1990 and 1991 and alse as Viee President in
1993 and as President in 1995, He has also served as Chairman of the CDC [n 1995
and has immense experience in accounting and served as the Vice President of
Insttute of Charterad Secretaries and Managers from 1997 to 20040,

Eesides this he also served as the Executive Director of Standard Charterad Mercan-
tile Leasing Company Limited from 1989 and 1998, He has vast experience of
serving as 8 mamber of the Taxatbion & Flscal and Banking & Fiscal sub-Committees
of the Karachi Chamber of Commerce and Industries, He attended the General
Aszembly meeting and Technology meeting of the Federation of Euro-Astan Stock
Exchangs in the year 1995 and 1996,

Other eangagameants

As Dirsclor

Arif Hzbib Investments Limited
Platinum Securities {Pvt) Limited
DRH Logistics Palkistan (PvL) Limited
Sigma Leasing Corporation Limited




Mr. Syed Ajaz Ahmed Zaidi
Nom-Executive [Hrector
Date of Appointment: Seplember 29, 2007

Mr. Ahmed while serving in senior positions at various

financial institutions has had in depth experience of

various international markets.

Praolile

wed Ajas Ahmed has extensive national and International experience

the inoduste and hnancial =ector which snans over thirty eight vears: Mi
Ahmed hasalso sérved as a consultant at Taseer Hadl Khalidi | an assoclate

KEMG) and the Malavsian Customs

Being the CED of Pakistan Premiler Fund Limited (PPFL) has contributed tremendously in
turn around of the company. PPFL has the henour of being the only Fund in Pakistan to
have won the "Best Companies Award” granted by Karachl Stock Exchange.

He is alzo Chalrman of Al Abbas Cement Limited, member of the Boards of Arif Habib
Securities Limited, Arif Habib Investments Limited and Javedan Cement Limited,
Forrmerly, he has served on the Boards of Arif Habib Bank Limited and Thatta Cament
Company Limited

In the Financial secton Mr Ahmed's experience rangss from leasing, brokerage, invest-
ment bank and asset management companies. Mr Ahmed while serving in senior
positions ab various financial institutions has had in depth experience of various interna-
tlonal markets In North America, Europe, Far East and Pakistan. Mr Ahmed is an Associ-
ate ol ICMAP in addition to B.Com and LLB

Other engagements Az Director
ArF Habib Investiment Limited
As Chalman |avedan Cement Limlted
Al-Abbas Cement Industries Limited |.F Media {Pvt] Limitad
Project Cae [Pyt Limited
As Chiefl Executive Real Estate Modarsha Management Ca,
Paklstan Private Equlty Management Limited
Limited Swesbwater Diaries Pakistan [Py

Limited




Mr. Tahir Igbal
CFO & Company Sccrelary

Mr. Igbal's forte is system developments, financial
analysis, compliance & re roject evaluations

& feasibility studies.

FALIOMS i QLT

o3
itions related 0 Accounts, Finance, Compliance & Momitoring,
And stratiémc Managemene ne ; attended a number of manape-
il courses and semimars orpanized by the PICG, [CAR ICMAER IDER

) '_.'.II amicl nkReT professiona | 185 1M I 'II istan

During his professional career he has achleved a lot; apart from normal Foutine
functions Incuding computerized software designing and = Implementaticn,
preparing and Implementing standard apermting procedures [SOPY and Internal
contrals, short term loans planning for working capit) needs, implemean tation of
Cade of Carportte Governance [In line with SECP and other statutory regulre-
ments), transhiting mission stitements Into stratsgle and operational plans,
preparing feasibilities and project evaluations, entsring Into joint ventures etc,
and to discharge such professional duties he has travelled to all major business
hukbs In Pakistan. Apart fram hands on experlence of almost every area of finan-
clal management and organizational compliance his forte 8 system develop-
ments, inancial analysis, compliance & reportng, project evaluations & feasibil-
Ity studies, and strategy formulation & Implementiton.

Other engagomonts

As Diraclor
SKM Lanka Holdings [ Pyt Limited,
Real Estate Modaraba Menagement Co. Limitod

As CFO & Company Socralary
Arf Hehik Foundabon
Rotocast Engineering Co. (Pvt.) Limited.




Board & Management Committees |

At Arif Habib Securities Limited ("the Company”) various
Committees have been constituted both at the Board and
Management levels.

Board Committees

Commitieas of the Board assist Board of Directors in performance of los duties. Following are the details
af structure and ather Information of the Beard's committees;

Audit Committes (AC)

In line with best practices, the Board of Nrectors has established the Audit Committee and determined
Ita tarma of reference. Four meetings of the Committee were held during the yvear

v Currently, the Audit Committee comprises followlng four non-executives Directors

% No Naime Iflq"\.lgu.ltluu

s Holds separate meetings with the Chief Finan-
1. Mr Sirsjuddin Cassim Chairman cial Officer, Head of Internal Audit and the
2. Mr Kashil A. Habib Member External Auditors as required under listing
3 MrSved Ajaz Ahmed Zaidi Member regulation.

4, Mr Muehammad Akmal Jamee| Member
o  Becommends to the Board of Directors the

The Audit Committes in addition, ensires compli- selection of the independent audit firm{s),
ance of Code of Corporate Governance and carries considering independence and elfectiveness
ot following function s and also recommends the fees and other

compensation o be paid to the firm(=].
# To assist Board of Directors in reviewing,
approving and monitoring effective compli- | The salient features of audit charter are that the
ance with the Company's mission, vislon, | Intermal Audit Department (IAD) will assist the
corporate strategy & objectives, core values | Audit Commitieg and the Board in fulfilling their
and standard of conduct. responsibilities. The role of the 1AD is to review
and report on the Following aspects of the
# To review mitters relating to the Company's  management of the Company:
Buginess Plan, financial reporling process
including review of quarterly, half-vearly and » intermal controls over the Company's key
annual  financial  statements, monitoring business processes,
compliance  with  applicable  accounting | = management of finandial risks,
standards and review of financial and non- financial accounting and reporting,
financial publications,




= complianes with laws and regulations, and

s any okher area identified by the audit commit-
kee for Investigative, complisnce or control
review,

The Board authorizes the { IADY, within the scope ol
its responsibilities, to:

s Have access o all officers and staffl of the
company.
s Seekany information it requirss from;

-any employee [and it emplovess are
directed o cooperate with any request
made by the internal audit department, and

- external parties with which the company has
or Intends o enter into business  relation-
ship.

s  Dbkain  expert advice or opinions  from
independent legal or professional advisors,

s Require attendance of employess and staff at
meetings held by IAL.

By TespRun e

= Gain an upnderstanding of the current areas of
business and the risks associated with it and
evaluating how effectively the management
controls these risks,

= Gain an understanding of computer systems
and applications to identify current areas of IT
based rizk and evaluating how effectively the
management controls these risks,

s Consider the possibilities of any lrawd and
illegal acts that may arise due to collusion
between partizs or due (o deficisncies in inter-
nal controls.

s Review significant  asccounting  processes
(including financial statement close process)
and svaluate effectiveness of controls over the
recording of finandial transactions,

s Review and evaluate the finandal budgeting
and reporting process, including compliance
with professional, legal and  regulatory

proncunsemenls.

s BReview any legal matters that could signifi-
cantly impact the Company’s performance

s Ligison with the external auditors in order bo
provide assurance ke them on areas already
covered by the internal asudil, assess the
impact of skgnificant audit issues in the report
of the external auditors and follow up on issues
raised in the management letter issusd by the
external auditors,

Other responzsibilities

s Beview and wpdate the charter and obtain
approval for changss il any from the Board,
= Evaluate performance of the [AD,

investments & Projects Diversification
Cammittee (IPDGY

The lunction of IPDE is & presents [t findings for
Board of Directors’ review and approval for the
aeruisitions or expansion with attractive retum
and satisfactory growth and success potential,

The 1PDEC comprises Chiel Executive, two Nop-
Executive Directors and Chiel Financial Dficer
which are as follows:;

5. M, Mame s lpmation
1. Mr Arif Habib Chairman
2 M Masim Beg Member
3. Mr Akmgl Jameel Member
4. Mr Tahir Igbal Member

The IPDC meets on reguired directsd basis o
discharge its responsibilities for evaluating and
discussing feasibilities for potential projects and
new avenues for diversified investments of the
Company's resources. During the vear two meet-
ings of the Committes were held, In ling with its
terms of reference, discussed the quality of present
investments, well positioning of present and future
resources for investment opportunities and overall
environment for investments,




Management Committees

The purpose of the Management Committees is to improve
coordination and review issues including strengths &
weaknesses, opportunities & threats and facilitates/coordinates
timely decision making to improve performance and efficiency.

Exscutive Committes on Risk Management
(ECRM)

The prime ohjective of ECRM |z o use structurad
approach in Identifying, assesaing and controlling
rigks to support batter decision making for effec-
bive and efficient use of resources. The Committes
places before the Board of Directors all matters of
slgnificance and such matters which are reguirad
ti be approvead by It undar the law,

The ECRM comprises Chief Executive, Company
Secretary, Chiel Financial Officer and a senior
Advizor which are as follows:

8 N, Name Deslgnation
1. Mr Arif Habih Chalrman
2. Mr. Haroon Usman Member
3. Mr Tahir lgbal Membar
4. Mr, Shafl Malik Member

The terms of reference of ECRM [= to assist Board of
Drectors In developing, reviewing and approving
rigk  management policies, Instituting special
projects and value of money studies, ECRM meets
on required fdirected basts, During the wear a
mmeeting of the Com mittes was held and in line with
Its terms of reference conskdered the following
rmatters in detail:

= Review of major risks and challenges Identi-
fied In the ERM process and to take appropri-
ate measures o counter those rsks and

challenges, status of Implementation of
compliance program and to take appropriate
action for any non compliznce of the policles
and procedures.

=  Ensuresmooth operations of the Company and
adequacy of operadonal, administrative and
fimancial controls.

Exacutiva Commitiea on Human Resourca
(ECHR)

The leading objective of ECHR Is to assist in promo-
Hon of an environment conducive to the Company
employees for their optdmal performance. ECHR
meets at least once every guarter. The ECHR Is
committed to develop and make decislons on HR

strategy and palicy.

The ECHR comprises Chief Executive, Company
Secretary and Chief Financlal Officer which are as
fiol L=z

5 No, Name Desipnation
1. Mr Arif Habib Chalrman
2. Mr Haroon Usman Member
3. Mr. Tahlr Igbal Member

The terms of reference of ECHR include recommen-
daticns on human resource management, organi-
zatlonal development, policles to attract and retain
quality personnel, assessmant of corporate culbure
and change in management.
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Corporate Structure

| Performance evaluation continues to gain profile and

momentum within boardrooms. Regulators and institutional
investors increasingly endorse performance evaluation as a

T —
prerequisite for good corporate governance.

The Board of Mrectors act as governing trustees of the Company on behalf of the sharehalders while
carrying cut the Company's mission and goals. In order to uphold the trust of stakehaolders, the Board of

[Mrectors’ performance warrants assessmeant

The evaluation would examined those key areas where the Board requires clarity in order to provide
high level owversight, including: the strateglc process; key business drivers and parformance milestones;
the global econcmic environment and competitve context in which the Company operates; the risks
faced by the business; board dynamics: capahility and alignment; reputation; and information flows,

The Board of Mrectors set following evaluation criteria to judge Its performance.

= Compliance with the legislative system in
which Company operates, particularly
Companies Ordinance, 1984, Listing Regule-
tions of Stock Exchanges, the Memorandum
and Articles of Association of the Company.

= Active participabdon in strategic planning
process, enterprise risk management system,
policy development, financal structurs,
monitoring and approwval,

=  Hiring, svaluating, management, compensat:
ing and supporting the Executive Directors
and other key positions including Chicf
Executive,

= Appropriate delegations bo Board Committees
with members possessing adequate technical
know how and experience.

Establizhing adequate internal control system
in the Company and its regular assessment
through self assessment mechanism orfand
internal audit activities

Ensuring required quorum of Board mecting
is available, to foster healthy discussion,
deliberation and quality decisions on matter
of significance.

Ensuring training of Board of Directors
including new appointments with such that
cach member is fully integrated in the
Company and perform in accordance with the
responsibilities entrusted,



Chief Executive’'s Performance Review I

The long-term performance of a company’s stock may be the
ultimate test of a CEO's talents. But that's not the only
measurement used by boards of directors to gauge how well the
boss is doing. According to modern theories of governance it
relates to; "the exercise of authority by a group of appointed or
elected individuals who are responsible and accountable for the
direction and control of the organization.”

One of the Important functons or responstbilities of the Board of Directors (s to assure the organization
has effactive executive management. This includes appointment the chief exacutive officer, zetting expec-
tations and the annual goalz and objectives of the organization, and evaluating the performance of the
CED.

THE Chief Executive is present in every meeting of the Board and provides detalled explanation on each
iter of the agenda and addresses any specific questons by the Board members. The performance of CEO
Iz azsessed through the evaluation system set by the Arif Habib Group for it group companles. This evalu-
atlon takes into account various parametars Including financials, employees, skakeholders and processes,

INFORMATION [




Notice is hereby given that the Sixteenth Annual General
Meeting of the Sharcholders of Arif Habib Securities Limited
(“the Company”) will be held on Saturday, September 25, 2010
at 10:00 A.M at the Beach Luxury Hotel, Moulvi Tamizuddin
Khan Road, Karachi to transact the following business:

Ordinary Business

1)

21

3}

4)

To confirm minutes of the Annuwal Gendral
Mecting held on September 26, 2009,

To receive, consider and adoptannual audited
financial statements of the Company together
with the Directors' and the Auditors’ Reports
therean for the year ended June 30, 2010
together with the Audited Consolidabed
Financial Statements of the Company and
Subsidiaries for the vear ended June 30, 2010,

To appoint the Auditors for the year ending
June 30, 2011 and fix their remuneration, The
Audit Committee and the Board of Directors
have recommended for reappointment of
M/5 KPMG Taseer Hadi & Co., Chartered
Accountanis as extermal auditors:

To alect directors of the Company in accor-
dance with the provisions of Section 178 of
the Companies Drdinance, 1984, The number
of the directors to be elected has boen fixed at
soven by the Board of Directors. Mames of the
present eight directors retiring and eligible to
file nominations for re-olection are as under:

Mr. Arif Habib, Mr Assdullah Khawaja,
Mr. Masim Beg, Mr Kashif A Habib,
Mr. Sirajuddin Cassim, Mr. Syed Ajaz Ahmed

3)

Zaidi, Mre Muhammad Khubaik, Mr Akmal
Jameel

To declare dividend in specie for the wear
ended 30 |une 2000 at the rate of 30%, |e o
distribute 11250 million quoted shares of
Fatima Fertilizer Company Limited [FFCL]
having face value of Bs, 10 each, o the share-
holders of the Company as specie dividend in
the ratio of 3:10 {3 shares of FFCL for every 10
shares held of AHSL), a3 recommended by the
Board of Directors of the Company,

Special Business

6)

To consider and if thought At o pass the
following Special Resoluticns with or without
modification[=]:

Investments In Assoclated Companies &
Assockated Undertakings

“RESOIVED THAT the consent and approval
be and is hereby accorded under Section 208 of
the Companies Ordinance, 1984 lor the follow-
ing limils of investments additional invest-
menks in associaled companies and associated
undertalings subject to the terms and condi-
tions mentioned In the annsxed stitement
under Section 160{1)(



N RER- ST NS TR

Rupees in million

Proposed Proposed
amount for amount lar
Equity Loan / Advance

Aigha Steel Mills Limitad 1oaa 500
Pakistan Cash Management Fund 1000

AHDJ 15 Titans Index Fund 10000

Pakistan Pramler Fund Lid. 500

Pakistan Strategic Allocabon Fund 500 -

Al Abbas Cement Limited 1000 500
Sweetwater Dairtes Pakistan [Pvt] Limitad 1400 100
Crescent Textile Mills Lid, 700

Sachal Energy Development [Pvi) Lid. 1000 250

"FURTHER RESOLVED THAT the Chief Executive and/ or the Company Secretary be and are hereby autho-
rized to take and do and for cause to be taken or done any fall necessary actions, deeds and things which
are ar may be necessary for giving effect to the aforesald resolution and to do all acts, matters, deeds, and
things which are necessary, Incidental and for conzequential to the Investment of the Company's funds as

abowve as and when required at the time of Iavestment™aaid resolutien and to do all acts, matters, deads,
and things which are necessary, Incldental and for conzequential to the investment of the Company’s funds
ag above ag and when required at the tme of investmant”.,

7

g)

T consider and pass the following resolution as specal resolution approving the change of name of
the Company from "Arl Habib Securites Limited” to "Arif Habik Corporation Limited” after obtaining
regulatory approvals and to approve the necessary amendments in the Articles and Memorandum of
Association of the Company as a conseguence of change of name of the Company.

"RESOLVED THAT that the name of the Company be and is hereby changed from "Arif Habib Securities
Limited” to "Arif Habib Corporation Limited” az a consequence thereof, Cluaze | [the Name Clause] of
the Company's Memarandum of Assoclation be and is hereby altered and replaced to read as follows
subject to the approval of Regulatory authori bes:

The pame of the Company [ "Arif Hablb Corporation Limited”

"FURTHER RESOLVED THAT necessary changes In the Company’s Artcles of Assedation as a conse-
guence of change of the name of the Company be and are hereby approved as per the Comparative
Statement anneged o this Notlce, subject to the appreval of Regulatory authorities™

"FURTHER RESOLVED THAT the Chief Executive andfor the Company Secratary be and are hereby
authorized to tike necessary steps and execute documents as may be pecessary or éxpedient for the
purpose of giving effect to the apirit and Intent of above resolutions®

T pass the following resolution ag an erdinary resolution:
"Fractional shares to be allocated ag a result of distribution of specie dividend In the form of quoted

ghares of FFCL be conzolldated with the company secretary for aale |n the apen markstin due coudpae
of tme and the proceed be donated to any recognized Mon-Profit Organlzation,




Any Diher Business
%) To consider any other business with the permission of *;hc Chair,

Statement under Section 160(1)(b) of the Companies Ordingnce 1984 and Comparative Statement for
change of name, containing material facts concerning special businesses o be 'I.r':lnsat;l.l:d as special
resolutions at the Annual General Mesting are given on page 178 to 184,

By order of the Board

Karachi; September 3, 2010 Tahir lgbal
Company Secrelary

Motas:

L. Share transfer books of the company will remain closed from Seplember 19, 2010 to September 25,
2010 [both days inclusive), Transfers received in orderat the office of our registrar; M/'s Centrml Deposi-
kery Company Pakistan Limited, CDC House, 99-B, Block-B, SM.CH.S, Main Shahrah-e-Faizal, Karachi, by
the close of business on September LH, 2000 will be treated in time

A member entitled o attend and vote at the mesting may appoint another member as his f her proxy
who shall have such rights as respects attending, speaking and voting st the meeting as ang available o
a member,

Procedure including the guidelines as laid down in Gircular Ho, |- H:‘f':l":l_'l"i::: Mo, 3[5-A)
Misc/ARD/LES /96 daled 26 January 2000 issued by Securities & Exchange Commissign of Pakistan;

(i) Members, proxies or nominees shall authenticate their identity by showing thelr original nationa)’
identity card or griginal passport and bring their Iolio numbers st the Ume of atteading the meeting. |

(ii} Inthe caseof corporate entity, Board of Directors' resolution/ power ol attorney and attested copy olthe
CNIC or passport of the nomines shall also be produced (unless provided earlier) at the time of metting.

(iii} In order to be effective, the proxy forms must be received at the office of our registrar not later than 48
hours before the meeting, duly signed and stamped and witnessed by twy persons with theif names,
address, NIC numbers and signalures,

(iv) In the case of individuals, sitested copies of CNIC or passport of the béneficial owners and the proxy
shall be lurnished with the proxy form,

(v] lInthe case of proxy by s corporate entity, Board of Directors rt:bulvhun.-'puw:r of attoroey and attested
copy of the CNIC or passport of the proxy shall be submitied alongwith prosy form,

4. Members are requested to promptly notify any change in add ress by writing to the office of the registrar




Financial & Eusi_r'l_r:rss Highlights

Year ended June 30

Profit and Loss Account

Tokal revenue

Operating & administrative expenses
Finance cost

Operating profit

Profit hefore tx

Profit after tax

ERITDA

Halanoe Sheel

Share capitzal

Reserves

Praperty and equipment
Lang tefrm imvestments
Met current assets

Wet current lmbilities
Deferred limhilities

Tokal assets

Total liabilities

Ratios

Performanoe

Return on equity (%]

Return on Assets (%)

Return on capital employed (56)
Incomef expense ratio [FER]

Earning Asset/Total Asset Ratio (PEKR]
Met assets per share [PER)

lnﬁ"l'.'l"ﬂﬂ

Debt:Equity mtio [PER)
Interest cover ratio (PEKR]
Drividend cover mtie [FER)

4,189.37
(227.41)
(229.46)
1,961.96
2,732.50
3,798.47
3,972.39

3, 75000
1603415
61.15
1953527
3,791.01
TZ0.69
2HA3.40
2338823
360408

19.20%
16.24%
15450
[7.198)
0,98
52.76

0.
1727
i3e

[498.42)
(1,180.05)

[456.11)
(1,678.47)
(2,134.59)
(2,768.93)
[1,676.73)

3, 750000
1238532
Ti.16
16,544.54
530227
ZR3I3 46
55023
21.915%.00
578369

[17.16%)
[12.63%)
[8.79%)
[1.877}
088
4303

016
[3.68])

Rupees in million

10,005.29
[93.21)
[71.41}

5,011.99
9,840.58
8,297.17
9,913.20

3,000
16,045.92
8.3
17,34381
530542
1.51748
2310018
2327758
4, 22760

4591%

3590%
[5.607]
1.23
BOa9

LY
13880
1106

406285
(7357}
[54.39)

398927

393488

368233

3.990.72

3,000.00
1507459
5.4
14,508.84
553493
140.84
183379
20,049.22
1.974.64

1837%
15.49%,
[4.901)
099
6025

5051.65
[87.25)
[19557)
4,964.40
4,760.42
4,157.36
4,366,648

270,00
10,420.64
S
6,540.33
525084
11751
1.25130
11,05944
136880

75.62%
34.47%
BR.29%
[6.809)

087

30545

000
2533
1540

2,879.59
{129.97)
{109.566)
2,749.62
263985
2,583.37
2,751.05

200,00
5,207.87
6,76
436,12
650247
2,340.05

783792
£,340.05

B6.10%
32,965
A6.02%
{6102)

0.70
274,89

0,20
25,07
1292




A5.74%

[15.59%)




Graphs |
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Horizontal Analysis of Financial Statements
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Percentage change

[100.0)
3360
[49.7)
2749
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ml Analysis of Financial Etnm

4,189.4
{227.4)







‘Summary of Cashflow Statement

Year ended Jume 30

S Innmm 0 T a0

Rupees in million

(SE8E4)

258989




Statement of Value Added and its Distribution I

Value Added

Operating revenue
Galn on remeasurement of investments - net
Oher Income

Distributed As Fallows

Employees’ remueration
" Operating and other costs
Flisance costs
Government taxes [Includes income to & WWF]
To Sockery
Heralned within the business:

Depreciation
Ket carnings

Emplerres’ remuneraiinn

™ Oparatieg sed other cosiy

Fnprrcw comin

it it i Lagoril
(TS T FES TR TS

I A WY

T Sy
Dl g Latiion

Mil e ATy

L2010 |
Rupees in million ¥  Rupees inmilllon %
163692 iT.E1 FlasT 99,61
&,680.03 B1L.%0 = 3
12349 .2 .50 019
233933 10000 10AF 10000
16.47 .38 _&be 207
34251 T.401 1,%83.62 6I4E3
229.48 5.30 45611 14367
7704 LTB - -
2125 4% 402 127
10.43 .24 174 . DEE
1,632.17 B3.00 [2.134.59] |[67Z.38)
3,642.60 B4.14 [2.13285) [671.B4)
4,329.33 TR 31747 100,00
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PRICE / VOLUME ANALYSIS
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Shareholders’ Information |

Registered & Corporate Office
Arif Hablib Cantre

23, M.T. Khan Road

Karachi-74000

Tel: (021132415213-15

Fax No: {D21)32429653, 32470495
Email: ahsl@arifhabib.com.pk
Webzite: www.arifhablb.com.pk

Listing on 5tock Exchanges

AHSL equity shared are lsted on all stock
aexchanges of Pakistan e HKarachl Stock Exchangs
[KSE], Lahore Stock Exchange [ LSE) and Islamabad
Stock Exchange [ISE).

Listing Fees

The annual lizting fee for the financial vear 2009-
2000 has bean pald to all stock exchanges within
the prescribed tme limit

Stock Code

The stock code for deallng in equity shares of the
Company at K5E, LSE and ISE is AHSL.

Dematerialization of Shares

As at 30 Jupe 2010, 100% of equity shares of the
Company were in dematerialized form,

Inwestor Service Centre

AHSL share department |z operated by Central
Depositary Company of Pakistan [CDC) Reglstrar
Services, It also functions ag an Investor Service
Centre and has been servicing nearly 10,000 share-
hilders. The Investor Service Centre (8 managed by
4 well-experienced team of professionals and is
equipped with the necessary Infrastructure In
terms of computer facilities and comprehensive set
of systems and procedures for conducting the
Registration functlien, Team s headed by Mr Abdus
Samad at Registrar Office and Company Secretary
at AHSL Reglstered Office,

Share Registrar Office

Cantral Depository Company of Pakistan
Share Registrar Department

C0E House, 99-B, Block-B, S.M.CHS,
Mzin Shahrah e-Falsal, Karachl

Tel: (B21] 111-111-500

Toll Free:B00-23275

Fax: (021734326053

URL: www.cdcpakistan.com

Emall: info@odcpakcom

AHSL's share department has enling connectivity
with CDC's core operational department. The share
department undertakes activides pertaining to
shares tranafer and transmission, @aue  of
duplicate/re-validated dividend warrants, changs
of sddress and other related mattars,

Forazalatance, sharehalders may contact elther the
Registered Offlce or the Share Reglatrar Offfce.

Contact Persons:

Mr Parkazsh Chohan
Tel: [(21132415213-15
Emall; parkash.chohan@arifhablbltd.com

M Haznain Ather
Tek: (021) 111-111-500
Ermall: hasnaln_athari@edepakcom

Service Standard

AHSL has always endeavored to provide Investors
with prompt services. Listed below are various
investor services and the maximum dme limits set
for their execution:

For request
recefved Diver the

throagh paei counter
Laste of duplicate 5 vy 5i
et e L L e
Essue of revalidated 5d b
dividend warrants  afterfeceipt  amar raceipt
Change of address mEle?’:"“"F'T 15 minutes




Statutory Compliance

During the vear the Company has complied with all
applicable provisions, filled all returns/forms and
furnizshed all the relevant infermation as required
under the Companies Ordinance, 1984 and allied
lasws and rules, the Securittes and Exchangs
Commission of Pakistan [SECP) Regulations and
the Listdng Regulations.

Dividend Announcement

The Board of Directors of the Company has
proposad dividend In specle for the year ended 30
June 2000 at the rate of 30% Le o distributs
11250 million guoted shares of Fatima Fertlizer
Company Limited { FFCL] having face value of Bs. 10
each, to the shareholders of the Company as specle
dividend In the ratio of 3:10 (3 shares of FFCL for
every 10 shares held of AHSL),

Book Closure Dates

L Ameienmo emekniosuendes

Shareholders having a holding of at least 1006 of
vaoting rght may also apply to the Board of Direc-
tors to call for 8 meetdng of sharehalders, and If
Board does not take acton on such applicaton
within 12 days, the shareholders may themselves
call the mesting.

All shares fssued by the Company carmy equal
voting rights. Generally, matters at eh General
Mestings are decided by a show ofhands n the first
instance. Voting by show of hands operates on the
principle af "0One Member-One Vote™ If majority of
sharehalders raise thelr hands in favor of a partcu-
lar resolution, It is taken as passed, unless a poll is
demanded. Sirce, the fundamental voting principle
in 8 Company Is "0One Member-One Vote”, voting
takes place by a poll, if demanded. On a poll being
taken, the decision armived by poll is final, overrul-
ing any decision taken on a show of hands.

Proxies

Shere transfer books of the company will remaln
chosed from September 19, 2000 o September 25,
2000 {both days Inclusive]. Transfers received In
order at the office of our registrar: M/fs. Central
Depository Company Pakistan Limited, COC Houss,
99-B, Block-B., S.MLHS, Main Shahrah-e-Falzal,
KEarachi, by the close of business on September 18,
2000 will be treated In time.

Specie Dividend Transfer

Specle dividend declared and approved at the
Annual General Meeting will be transfer on or after
September 27, 2010 but within the statutory dme
limit of 30 days.

Investors” Grievances

Az on date none of the Investor or shareholder has
filed any letter of complaints against any service
provided by the Company to iis shareholders.

Legal Proceedings

Mo case has ever been filed by shareholders against
the Company for non-receipt of share/dividend.

General Meeltings & Voling Rights

Pursuant to Section 158 of the Companles
Ordinance, 1984, AHSL holds a General Meeting of
Shareholders at least once a yean Every share-
hiolder has a right to attend the General Meeting.
The notice of such meeting Is sent to all the share-
hiolders at least 21 days bkefore the meeting and
also adwertised in at least one English and one Urdu
newspaper having crculation In all provinces

Pursuant to Sectlon 161 of the Companies
Ordinance, 1984 and according to the Memoran-
dum of Articles of Association of the Company,
avery shareholder of the Company who is entided
to attend and wvete a General Meeting of the
Company can appaint ancther person as his / her
proxy to attend and wvote instead of himself /
hersell. Every notice calling a General Meeting of
the Company contatns a statement that share-
holder entitled to attend and vote |s entitded to
appainta proxy who nesds not be a member of the
Company.

The instrument appolnbng procy, duly signed by
the shareholder appolnting that proxy should he
deposited at the affice of the Share Registrar of the
Company not less than 48 hours before the meet-

Ing.
Web Presence

Updated Infermatdon regarding the Company can be
accessed at AHSL web site, wwawarifhabibcompk

The web slte contains the latest financlal results of
the Company together with Company's profile and
of i group companies.

Sharcholding Pattern

The sharehclding pattern of the equiky share
capital of the Company as on 30 June 2000 along-
with categories of sharesholders are given onm page
166t 168 of this report.
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Corporate Social Responsibility |

AHSL has been actively discharging its Corporate Social
Responsibility in areas of education, healthcare and
community welfare. Apart from the Group’'s own charitable
foundation i.e. Arif Habib Foundation, AHSL also contributes
on its own for the welfare of the people and society at large.
AHSL has supported several noble causes and some of them

are mentioned here below.

Karachi School for Business
and Leadership (KSBL) Project

A growp of business

leaders rocognized

that the metropoli-

tan city of Karachi
necded 8 world-class business school that would
offer guality programs and produce the future
business leaders of Pakistan. Together, these
business leaders formed the Karachi Education
Initiative [KEI}, a non-profit organlzation with
tho goal of establishing 8 world-class, interna-
tionel gpraduate level business institution namely
Karachi School of Business snd Leadership
(KSBL). KEI has beoen successful in arranging &
partnership with Judge Business School [JBS) of
the University of Cambridge, |BS will take a lead
partnership role in the setting up of KSBL: includ-
ing curriculum and teaching materials develop-
ment, faculty development, technology suppert
and executive education development.

For this cause, AHSL's Board of Directors has
approved during the year & generous budgetary
allocation of Rs.100 million from and an behalf of
the Anf Hebib Group’s Companics towords theo
construction of this world class institution,
Furthermore, the Board of Directors of KEL has
invited the Chairman of AHSL to be part of their
Board.

Memon Medical Institute [MMI)

Mt Mhaclices MMl is & hundred
e percent donor funded
@EE project of the Memon
Health and Education
Foundabion [MHEF). MMI is a public welfaro
project  of selfless  and  compassionato
individuals/bodies who have contributed gener-
ously towards its creation. State-of-the-art medi-
cal facility committed to health promotion. It is
the vision of & community for the betterment of
the nation. It is one of the largest projects under-
taken by the Memon Community to provide
accessible and affordable quality healthcare and
cducation to all with dignity, respect and empa-
thy, The Hospital structure is now complete and
awaiting final touches.

For this cause, AHSL's Board of Directors has
approved during the year a generous donation of
R5.15 million towords the construction and
completion of this instbtution. AHSL has also
became its corporate member and MrKashif A,
Hahib, Dirccton has been designated its one of
trustees, Furthermore, the Board of Directors of
MHEF has also invited the Chairman of AHSL to
be part of their Board,







Pakistan Institute of Corporate Governance

—_— Good corporate  gover-
" II P ICG nance [z an  essential
e M Nml WM pre-requisite for the integ-

Y i rity and credibility of any
company. It builds greater confidence and trust by
ensuring transparency, felrmess and accountability
with respect to shareholders and other stakeholders.
Glving due Importance to this objective, AHSL hasz
obtained corporate membership of the Pakiskan
Institute of Corporate Governance (PICG). FICG almz
to strengthen compliance and conformance by compa-
nies, corporations and other Institutions w applicable
laws and regulations and generally o enhance
salf-regulating practoces that are comparable with the
best global practices In good governance. FICG s
involved in training and educaton, creating awarse-
ness, undertaking research, publishing guidelines and
other resource maberial It also provides & forum for
discussion on corporate governance,

Being an azsoclate member of the PICG, AHSL aims to
take full advantage of these resources at PICG to
implemant best practices and good corporate gover-
nance throughout the Company.

Centre for Philanthropy of Pakistan

. Pakistan Centre Ffor Philantheopy

[FCPY s an Independent, nonprofit
support organization with a mandate
o promote the volume and effective-

i nass of philanthrapy for social devel-
opment |n Pnh:s tan, PCP |5 reglstered with Securitles
and Exchangse Commisslion of Pakistan (SECP] under
Section 42 of the Companies Ordinance, 1984 PCP
wiorks under the guidance of a Board of Directors, a
diverse group of eminent cltizens, cvll secety repre-
sentattves and corporate leaders. The Board s
currently chalred by Dr. Shamsh Kazsim-Lakha, H.L.
2L PCP's social development approach is mulb-
sectoral e creating synergies between government,
buziness and civil soclety Laddress promoting volume
and effectiveness of philanthropy as a resource hase
far social safety net for the poor

Giving due Importance to this objective, AHSL has
obtained corporate membership of the Pakistan
Centre for Philapthropy (PCP). Furthermore, the
Board of Directors of PCP has invited the Chalrman of
AHSL to be part of their Board,

Management Association of Pakistan

Managerment Associabon  of
ma Pakistan [MAFP] was formed in
1964 by a small group of

dedlcated entrepreneurs and senlor professional
managers, who were keanly aware of the demands
that were likely o be made on managerial talent
within the country, as a result of the rapid increase in
the ternpo of industrial actvity

The need For such an Association had become pressing
hecause of the important role assigned to the private
sector in Pakistan's plan for development and the
declared policy of the Government o encoursge the
professional managerial class in the country Since it
incepton the Associsbon has established itself as o
ruajor forum for training and communicadon of ideas
in the fleld of management in Pakiscan. [ts status and
contribution are widely recognined,

The Assocladon organizes programmes covering a
wide range of management principles and practices.
Being an associate member of the MAF, AHSL aims o
take full sdvantage of these resources at MAP to
implemeant bast practices of corporate excellance and
good corporate governance throughout the Company.
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The South Asian
Federation of
Accountants
(SAFA) during the
year adjudged our
Annual Report
2008 as the
recipient of ‘Merit
Award’ under "Best
Presented
Accounts Award
2008" in the
category of non
financial
institutions, The
award distribution
ceremony was held
in Dhaka,
Bangladesh.

This is 8 wonderful performance
and the Board acknowledges and
appreciates the whole team for
thiz achievement, This shows
that with focused approach,
dedieation and team work any
objective can be achioved. Thoso
awards are conferred on the
basis of ovaluation administered
by SAFA's committes for
improvement in transparency.
accountability & governance of
the published snnual reports of
enttles from South Asian

Countries,

SAFA is gn Apax Body of the
Scuth Aslan Assoclation for

Ragional Co-operation [5AARL)
and a Regional Grouping of
Internstional Federation of
Accountants [|FAC). SAFA
represents over 170,004 acocoun
wants having membership of the
Matonal Chartered Accountancy
and Cost and Management

Acoo unktancy Institutons in the
South Aslan countrles namely
Pakistan, India, Bangladesh,
Mepal and Sri Lanka.
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(The Directors of your Company were actively involved in|

|considering significant matters and decision making during the |

|vear in addition to performing their duties assigned to them by|

[law; Articles of Association and the Code of Corporate Governance, |

|with the objective of safeguarding the interest of the shareholders |

|and promoting market confidence. |

Economy and Market

During the period under review the economy of Pakistan has
stabilized. The Pakistan Rupee parity and interest rates have been
range bound. GDP has recorded a growth of 4.1 percent. Current
account deficit has reduced. Exports and remittances have
recorded good growth and imports have declined. However,
energy shortage has been the biggest negative issue and is likely to
affect future growth in GDP. The government has not been/able to
resolve the issue of circular debt amongst the energy sector
companies. Despite these constraints profitability in various
sectors of the economy has improved. Agriculture, Energy, Textile /
Spinning, Sugar, Fertilizers, Automobiles and Retails have been th e
good performers. /

During the year under review, the stock market has
recorded an appreciation of 36 porcent. KSE 100
Index closed at 3,722 at end of the period under
roview with a low of 7,162 points and high of
10,677 points, The KSE market capitalization
increased to Rs, 2,728 billion from Rs. 2,125 billion
atthe beginning of the year

Financial Results

By the grace of Allah your company has been able
to record a robust profitabillty during the year
under review. It has earned an after tax profit of R=
3.8 billion as cormpared to loss of  Re, (2.7 billion)
in corresponding wear This translates to an
earning of Ra. 10.13 per share as compared to loss
of Re. [7.38) per share In cormesponding year.

This impressive performance was contributed by
good dividends and growth posted by our strategic
imvestee companies as'well as unrealized geins on
imvestments both trading and strategic portfolios.

In wiew of the profit during the year under review,
the Board has mecommended to declare Specie
Dividend for the'year ended 30 June 2010 at the
rate of 30% e to distribute 112,50 million shares
of Fatima Fartilizer Company /Limited [FFCL)
having face wvalue of Rs10 esch, to the
sharcholders of the Company as specie dividend in
the ratio of 3:10 (3 shares of FFCL for every 10
shares hold of AHSL]. This entilement shall be
svailable to those sharcholders whose name(s)
shall appear on the sharcholders” register at the
close of business on 18 Sgptember 2010,




The Summary of Financial Results is as follows:-

2010 2009

Rupees Rupees

Profit/[loss] befare tax 3,731Z2496,384 [2,134,586,688)
Taxation (including deferred tax assat) 65,969,106 (634,341,049
Profit/[loss] after tax 3,798 465,494 [2, 768927737
Un-zppropriated profic brought forward 847,748,805 2,101,891 525
Profit available for appropriation 12,271,214,379 9.332,963,788
Appropriations:
Fimal diwidend for the year ended

Jume 30, 2008 & Rs.1.5 pershare .e.15% - (113214.903)
Declaration of Bonus for the year endad

Juma 30, 2008 & 25% = ( 730,000,0040]

. (Ba0.214,903]

Un-appropriated profit carmed forward 12,271,214.379 8,472,748, 885
Earnings per share - basic & diluted 10:13 [7.38)

Imvestments

Owr investment objectve |s to achleve an opbmum total return cn the investment portfolio adhering to
aur investment philosophy and the regulatons as applicable from Hme to dme. We are guided by value
investing principles. Appropriate risk management practices are adopted with an objective to manage
risks arising out of duration, market, credit, legal and operations. Your Company®s trmvestment portfolio is
invested with prudence while seeking a reasonable yield, in line with market conditions.

Ferformance of Subsidiaries and Associates

Major portion of your Company’s investment in subsidiaries and assoclates has recorded positive perfor-
mance during the period under review. Brokerage, Asset Management and Fertilizers have done well
whereas minor porton of strateglc Investments have suffered losses. Cementand Dalry businesses faced
challenges during the perlod under review. Greenfield projects In Fertilizer, Steel and Commodities are
progressing as per plan and will be able to contribute to the Company’s revenues In due course of dme,

Sepments at a Glanos
lrokerape

Arif Habib Limited (AML), the broke mﬁ: arm of the group has earned a nel profit after tax of Bs 150,28
millicn and an sarming of Bs4.01 per share, AHL has announced 3 bonus in the ratio of 1:5 e 20 percent,

SKEM Lanka Holdings [Pvt) Limited, a subsidiary eperaling in Colombo has attsined breakeven.

Whereas, Arif Habib DMCC, a2 member of Dubai Multi Commodities Centre, business is vet o start its full
aperationg,

Arif Habib Limited

Aril Habib Limited (AHL) ranks amongst the largest and the
most successiul publicly listed securities broking and
corporate finance companies In Paldistan,




Arif Habib Investments Limited

T ST
ment, Investment Advisory and

Wanagemd
P Upen-end, Closed-i

ablb Investments Lt 15

1l Company
i and

voluntary PFension Fonds as well as
iscretionary & Man-discretionary

Arif Habibs Investments Limited manages
about Ba, 16316 Billion (UST 190 496
millllen) in 13 mutual funds a2 of 30th June
2010, The AHIL ks an industry leader, setting
international standards and bringlng
Innovative products to market This 1s one of
the fastest growing assel mapagement
companles in the country, with 8 apen-2nd, 3
closed-2nd and 2 Penslon Funds and aumber
of different Investment plans e meet tha
Investment neads of thelr growing clientele,

issel Management

Arif Habib Investments Limited, a subsidiary has
earned a net profit after tax of R=.6<1.25 million and
an eaming of Rs214 per share. AHIL Thas
announced bonus in the ratlo of 1:5 Ge. 20 percent
e are ln advance stage of negotiation with MCH
Bank for merger of our subsidiary with the bank's
asset management company The group feels that
the marged entty will be In a strong position ko
contribute for the development of the market and
growth of Investments for Its shareholders.

Hamnking

The group has opted to get out of thiz business as it
feels that small banks have very limited scope and
will contnuously need sddibonal capital without
giving meturns in short term. During the perlad
under review the Company has transferred the
shares to the buyer upon recelving full payment

Arif Habib
Investments

rv
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Fakarab Fertilizers Limited earned a nat profit after
tax of Rs4.6 billlen and has distributed shares of
Fatima Fertdlizer Company Limited as Specie
Dvidend for an amount of Rs45 billlon. The
Company has been ahle to contribute its commltied
equity of Rs. 268 killion In Fatima Fertilizer

Fatima Fertllzer Company Limibed has been
successful in commissioning of Urea mnd CAN
projects alongwith mid products of Ammonia, Nitrc
Acld and off sites and vdlides. NP s expected to be
commissloned In early 1st Quarter 2011, Upon
complation, the project complex will have & capacity
of 1.5 millicn tons Fertilizera. FRCL has also been
succesafully llsted during the year through book
bullding process in which public and insttutons
participated cverwhelmingly

f 1




On July 14, 2005
Pakarab Fertilizer
was privatized at a
cost of Rs14.125
billion under
privatization policy of
Government of
Pakistan, acquired
by a consortium of
Fatima Group and
Arif Habib Group.

Pakarab Fertilizers Limited

Aillzars Limited is the
1d anly lertilizer
% In Pakistan producing

[ErS0ns which also




Annual Report 2010

Fatima Fertilizer
Company Limited

Directors’ Report

First Greenfield,
state-of-the-art and
the largest fertilizer
manufacturing
complex
implemented under
the Fertilizer Policy
2001, with an
investment of

Rs. 62 billion.




Steel

#Aisha Steel Mills Limited is a joint venture of
Metal One (subsidiary of Mitsubishi Japan),
Univarzal Motal Corporation-Japan and Aril
Habib Securities Limited. The construction
pctivities have recommenced as issues concern-
ing cost owerruns have beon sorted out [t is
hoped that the project will be commissioned by
early 2011

Aisha Steel Mills Limited
.

Aisha Steel was incorporated in moy
2005 to set up a state of the Art High
Tech Cold Rolling Mills in the Down
stream Industrial Estate of Pakistan
Steel, Bin Qosim Karachi at a cost of
USS 105 million to manufacture high
quality Cold Rolled Coils,

Alsha Steel will be a 350,000 MT /Y Cold
Roll and Galvanising Plant o be
camplatad in two phasss. In the first
phase 220,000 MT /Y of Cold Rolled coils
shall be produced which will
subsequanty be increasad to 350,000
MT/™ In the second phase

Lemenl

Company has increased its sharcholding in Al
Abbas Comenk Industries Limited [ AACIL) from
10 to 3747 percent as of June 30, 2010, AACIL
has suffered loss of R= 652 million during the
year. The shareholders of the Company had
enterad  into a MOU with Attock Cement
Pakistan to sell their shareholding which did not
materialize. AACIL requires comprehensive
restructuring both fAnancial and management

Shareholders are in process of developing a plan
and soon a viable opdon will be finalized to
implement in order to turn arcund the
Company.

Abbas Cement
dustries Limited

Al-Abbas Cement was established on
15t December 1981, Aril Habib Groaup
and Al-Abbas Group acquired this
undertaking (rom the Privatization
Commission of Pakistan

The Company's principal activity is
manufacturing, sell and marketing of
cement. It plant site is situated at Deh
Kalo, Nooriabad Industrial Estate,
District Dady, Sindhb, The installed
capasity of the Company 5 900,000
rmekric bones,

Dairy

Sweotwater Daines Pakistan {Pwt] Limited
(SOPL) - a joint vonture of Sweotwater L5A,
Hehib Bank Limited, Unicorn Investment Bank,
Gatron group and Arif Habib Securites Limited

Having successtul proof of concopt &t its pilot
dairy situabed 25 kilomoters away from Lahoro,
SDPL has doveloped one large dairy in Punjab
with planned capacity of 2000 cows. It has
started Full scale commorcial production from
this dairy,

The Company's small investments in Rozgar

Microfinance Bank Limitod and Pakistan Private

Equity Management Limited are peorforming

poorly for which nocessary provisions have

been made last year in the sccounts oub of

prudence. However, measures have been taken
| b conkain the bosses and turn them around,
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S5DPL has sel up an excillng and a
distinguished dairy project in
Renala Khiard, gt ©lara in
Punjab. Sol up on 28 Acres of
Liand the dairy shed is
designed by 56 lnterna-

tional, USA and is al par
with most advanced
dairivs n the world, The
first phase of the project
comsist ol 1,000 cows housing,
milKing parlor and stale of the
art 32,000 itre milk chiller

Future Outlook

Pakistan Is passing through a challenging phase.
Terrorism and law and order incidents have not
subsided. Energy shortages still persist The
impact of recent rains and floods i5 being
assessed. The business sentiment 1s stll at a low
ebb. Under the present environment and
Company's Investment pesition across varioos
sectors, It appears prudent to consclidate and
not to expand for a while. Efforts are belng mads
to strengthen the investes companies’ financial
and administrative managements in order o be
able to meet all financial obligations and achieve
improvements in their financial performance
Inthe medinm o long term the Company has a
very good future however for short term efforts
are being made o earn decent profits withoot
tking undue risk,

Risk Management

Investment business is only viakle if the investor
aszess the risk tdmely with a range of possikle
uncertainties, Further, Company’s business
environment is also Influenced by condidons In
the domestlc, reglonal and global economies,
political uncertainties, law and order situations,
Your Company has a comprebensive  risk
management system which supports early

recognition of developments likely to jeopardize
the future performance of the Company or to its
future well being and helps pre-empting risks
and capitalizing opporiunities,

Capital Manspement and Liguidity

The Company has & policy o maintain a strong
copital base 50 as to maintain investor creditor
and market confidence; sustain future develop-
ment of the business, safegusrd the Company's
ability to continue as & going concern in crder to
provide raturns for sharcholders and benefit for
ather stakoholders and o maintain an optimal
copital structure to reduce the cost of cepital, The
Board of Directors manibors the return on capital,
which the Company dofines as net profit after
taxation divided by total sharcholders’ equity,
Thers wore no changes in Company’s approach to
capital management during the year and the
Company is not subjoct o extornally imposed
capital requiremeonts.

The Company’s liquidity remained strong with
investing cash flows of RS, 2,589.89 million, The
tokal cash and cash equivalents at the end of year
are Re-61281 million against R=s-2.613.86
million in last year

Human Resource

At AHSL Human Resources, in its business
partner rolo, enacts strategies to raise the perfor-
mance of cach team member o (k= maximum
potential, The primary reason for owr success is
that our organization is built around poople.

Team efforts played & key role in achieving the
strotched business goals for 2010 and surpassing
them in some areas. However, this was also
possible  through contimuous review of the
organizational  structure, which ensured the
businoss" stability.

Employees are rewsrded based on porformance,
razulting enhanced retention and motivation at
all bevels,

All our operational sctivities are carried out in a
tranzsparent manner following our code of ethics,
on which thera can be no compromise.

Dur continuouws improvement philosophy and
benchmarking with the best in class will ensure
in making AHSL a high performance organization,




Corporate Social Responsibility

The Company is committed towards fulfilling its
Corporate Social Responsibility and has boen
actively discharging it= Corporate Social Rosponsis
bility in mreas of healthcare, education, ocnvirons
ment, community welfare, sports & relicf work and
aims to enhance its scope and contribution in the
Future.

We at AHSL are canscious of the well being of our
employees as well a5 community at large. Pollution
reduction and waste management processes have
been defined and are being applied to onsure
minimal impact on our environment  Waste
management includes reduce, rouse, recycle and
disposal processes,

The Company focuses on energy conservation and
all department= and smployees adhore bo the power
conservation measures.

Your Company takes its contribution towards
national economy seriously and has always
discharged its obligations in a transparent, acourate
and tmely mannor

Corporate Governance

Arif Habib Securities Limitod is listed atthe Karachi,
Lahore and Islamabed Stock Exchanges The
Company's Board and management are committed
to observe the Code of Corporate Governance
proscribed for listed companies and are familiar to
their responsibilities and monitor the operations
and performance to enhence the accuracy, compra-
hensiveness and transparency of financial and
nan-fingncial information.

The Board would like to state that proper books of
accounts of the Company have been maintained and
appropriate accounting policies have been adopted
and consistently applied. Preparation of accounts
and accounting estimates are based on reasonable
and prudent judgment International Accounting
Standards as applicable in Pakistan, aro followed.
The system of internal controls is sound in design
and has heon effectively implemented,

The financiel stataments of the Company present
fairly its state of affairs, the result of its operations,
cash flows and change in equity Mo material
payment has remained outstanding on sccount of
any taxes, duties, levies or charges. The company
has no outstanding obligations under gratuity,
ponsion or provident fund.

In compliance with the Code, the Board herchy
reaffirm that there is no doubt whatsoever about
the Companmy's ability to conbtinue as a poing
concern and that there has been no matarial dopar:
ture from the best practices of corporsto povers
nance &5 detzsiled in the listing regulations and
transfor pricing.

Trading in Company's Share by Directors and
Executives

All Directors including tho Chief Executive, Chief
Fimancial Officer, and Executives of the Company
were delivered writton notices by the Company
Secretary to immedistely Inform in writing amy
trading in the Company's shares by themselves or
by their spouses and to deliver & written record of
the price, number of shares and CDC statemant
within 4 days of such transaction to the Company
Secretary. A statement showing thoe Company's
shares bought and sold by its Dircctors, Chiof
Executive Officer, Chiel Fingncial Dfficer, Company
Secretary and their minor family meombers is
annaxed as Anneoure-1 [ Page 60],

Altendance al Board Meelings

A statement showing attendance at Board meatings
iz annexed as Annexure-1 {Page 61).

Paltern of Sharecholding

Shares of the Company are listed on Karachi, Lahore
and |slamabad 5tock Exchenges. There were 9,401
sharcholders of the Company as of June 30, 2010,
The dotailed pattorn of sharehalding and categories
af shargholding of the Company including shares
held by directors and executives, iFamy, are annexed
to this annusl report on page 166 to 168 as
Annexure-111L

Financial & Business Highlights

The key operating and financial data has been given
in summarized form under the caption “Financial &
Business Highlights—Six wears at a Glance™ [Pago
i0) and graphic presentstion of the impartant
statistics is prasentod on [Pape 32).

Invesimend in Retirement Benefils

The value of investment. made by the staff Prowi-
dent Fund opersted by the Company as per their
respoctive audited financial statements as of June
30, 2009 is amounting to Bs. 104 milliom,




Audit Commiilee

As required under the Code of Corporate Gover-
nance, the Audit Committee continued o perform
s per its terms of reference duly approved by the
Board. The Committer composition and its terms
of reference are also attached with this report

Auditors

The present extornal auditors M/ KPMG Taseor
Hadi & Cn,, shall retire at the conclusion of annual
general meeting on Septomber 25, 2010 and being
cligible, have offered themselves for reappoint
ment for the yesr ending on June 30, 2011 The
cyternal auditers hold satisfactory rating by tho
Institute of Chartored Accountants of Pakistan
[ICAF) as roquired under their Quality Control
Roview Program. As suggested by the Audit
Committee, the Beard recommends reappointment
of M/5. KPMG Tascer Hadi & Co., as auditors of the
Company for the financial year ending on June 30,
2011 at a fee to be mutually sgreed. Approval to
this effect will bo sought from the sharcholdeors at
the forthcoming annual genersl meeting scheduled
on September 25, 2000,

Compliance with Secrelarial Praclices

The Company Secretary Furnished a Secrelarial
Complisnce Certificate, in the prescribed form, as
required under listing regulation 37[XXV] of Kara-
chi Stock Exchange , as part of the annual return
filed with the Registrar of Companies to certify the
socretarial and corporate requirements of the
Companies Ordinance, 1984 and listing regu lations
have been duly com plicd with,

Eleclion al Directors

In accordance with the provisions of Section 180 of
the Companios Ordinance, 1984 the throo years
torm of existing directors elected in the annual
genoral mesting of 2007 shall be completed.
Accordingly, the election of Directors shall take
place in sccordance with the provisions of the
Companies Ordinance, 1984 in the forthcoming
gnnual peneral meeting of the Company. The Bosrd

Kargchl: August 30, 2000

of Directors in their meeting held on August 11,
20010 has fixed the number of Directors to be
¢l|octed in this meating a5 sevan.

Fost Balance Sheel Evenis

There have been no material changes since June 30,
20110 to the date of this report except the declara-
tion of specie dividend as final dividend which is
subject to the approval of the Mombers at the 16th
Annual General Meeting to be held on Septembar
25, 2010, The effoct of such declaration shall be
reflected in the next vear's financial statements.

Relaled Party Transactions

In order to comply with the requiremonts of listing
regulations, the Company presented all related
party transactions bofore the Audit Committes and
Board for their review and spproval. These trans-
actions have been approved by the Audit Commit-
tez and Board of Directors in their respective meet
ings. The details of all related party transsctions
have bocn provided in nowe 31 of the annexed
audited separate financial statements,

Acknowledpement

We are grateful to the Company’s stakeholders for
their continuing confidence and patronage. We
record our appreciation and thanks to our Business
Partners, Bankers & Financial Institutions, the
Ministry of Finance, the Securibies & Exchange
Commission of Pakistan, the State Bank of Pakistan,
the Competibon Commission of Pakistan, Central
Dopository Company of Pakistan and the Manage-
ments af Karachi, Lehore, and Islamabad Stock
Exchanges for thoir support and guidance.

The Company is immensely proud of its human
resources and thankful to all employees for consis-
tently delivering outstanding performance result
ing in continuous success af the Company. We also
appreciate the valuable contribubion and actve
role of the members of the auditand other commit-
tee in supporting and guiding the management on
matters of greatimportance leading bo growth with
sustainability of the Company.

For and on behalf of the Board

o yan sk

Aril Hahib
Chairman & Chiefl Execative
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Statement showing shares bought and sold by Directors, CEQO, CFO
Company Secretary and the Minor Family Members
From 1 july 2009 to 30 June 2010

Shares

bought Remarks

Designation

Mr.Anf Habib Chairman &
Chief Executive

Mr. Asadullah Khawaja DMrector
Mr. Sirajuddin Cassim Director
Mr. Kashif A. Hahib Director
Mr. Nasim Beg DMrector
Mr. Syed Ajaz Ahmed Zaidl Director

Mr. Muhammad Khubaib Director
Mr. Muhammad Akmal jameel Director
Mr. Tahir Igbal CFO &

Company
Sacretary




Annexure Il |

Statement showing attendance at Board Meetings
from 1 July 2009 to 30 June 2010

Mr ArifHabib

Mr. Asadullah Khawaja

Mr: Sirajuddin Cassim

Mr Kazhif A Habib

Mr Nasim Beg

Mr: Syed Alaz Ahmed Zaid]

Mr Muhammad Akmal Jameel

Mr Mubhammad Khubalb

Desipnation

Chairman &
Chilef Executive

Director

Director

Director

Director

Director

Director

Director

Altended

4

L.eaves
Granted

Remarks

61




Report of the Audit Committee on Adherence to the Best

Practices of Code of Corporate Governance #

The audit committee has concluded its annual review of the
conduct and operations of the Company during financial year
ended on 30 June 2010, and reports that:

The Company has adhered in full, without any material departure, with both mandatory and volun-
tary provisions of the listing regulation of Karachi, Lahore and Islamabad Stock Exchanges of
Pakistan, Company's statement of ethics and values and the internationsl best practices of Gover
nance throughout the vear

Compliance has been confirmed from the members of the Board, the Management and employees of
the Company individually, Equitable treatment of shareholders has also been endured.

The Company has issued a "Statement of Compliance with the Best Practices of Code of Corporate
Governance” which has alse been reviewsd and certified by the auditors of the Company,

Appropriate aceounting policies have besn consistently applied. Applicable accounting standards
wiere [ollowed in preparation of financial statements of the Company and consolidated financial
statements on a going concern assumption basis, for the linancial vear ended June 30, 2010, which
present Fairly the state of alfairs, results of operations, profits, cash Nows and changes in equities of
the Company and it's subsidiaries for the vear under review,

The Chiel Executive Officer and the Chief Financial Gfficer have reviewsd the linancial statements of
the Company, consolidated lnancial statements and the Directors' Beport. They acknowledge thelr
responsibility for true and i presentation of the financial slatements, complinnee with regulations
and applicable sccounting standards and establizshment and maintenance of intermnal controls and
system of the Com pany.

Accounting estimates are based on reasonable and prudent judgment. Proper and adequate acoount-
ing records have besn maintained by the Company in aceordance with Companies Ordinance, 1984,

The financial statements comply with the requirements of the Fourth Scheduled o the Companies
Ordinance, 1984 and applicable "International Accounting Standards [IAS/IFRS)" notified by SECE,

Al direct and indirect trading and holdings of the Company’s shares by Directors & Executives or
their spouse were notified in writing o the Company Secretary along with the price, number of
shares, korm of share certificate and nature of transaction which were notified by the Company Secre
lary i the Board with in the stipulated Gme, All such beldings have been disclozed in the pattern of
Shareholdings




internal Audit

# The internal control framework has been effectively implemented through an independent in-house
Internal Audit function established by the Board,

=  The Company’s system of internal control is sound in design and has boen continually eveluated or
offectiveness and adequacy.

#  The Audit Committen hes ensured the achievements of operational, compliance and financial report-
ing objectives, safeguarding of the assets of the Company and the shareholders wealth through effec-
tive finencial operational and compliance controls and risk management at all levels with in the
Company,

=  The Head of Internal Audit has direct access to the Chairman of the Auwdit Commitoee and the Commit-
e hes ensured staffing of personnol with sufficient internal audit scumen,

» Coordination between the External and Internal Auditors was facilitated to ensure effidency and
cantribution to the Company's objectives, including a reliable financial reporting system and compli-
ance with laws and regulations

External Auditors

«  The statutory Avditors of the Company, M/s. KPMG Taseor Hadi & Co,, Chartored Accountants, have
comploted their audit assignments of the "Company”s Separabe Fingncial Statements”, the "Consoli-
dated Financial Statoments = and the “Statement of Compliance with the Best Practices of Code of
Corporate Governance” for the financial year ended June 30, 2000 and shall retire on the conclusion
of the 16th Annual General Mestings

# The Audit Committee has reviewed and discussed Audit observation and Draft Audit Management
Letter with the External Auditors. Fingl Management Letter is required o be submitted within 30
days of the date of Auditors” Report on financial statements under the listing regulations and shall
thereof accordingly be discussed in the next Audit Committce Meeting.

% The Audit Firm has been given a satisfactory rating under the Quality Control Review Program of the
Institute of Chartered Accountants of Pakistan {ICAP) and the firm is fully complaint with the Interna-
tional Federation of Accountants {IFAC) Guidelines on Code of Ethics, as adopted by the ICAF The
Auditors attonded the general meetings of the Company during the vear and have confirmed atten-
dance of the Annual General Meoting scheduled for September 25, 2010,

# Being oligible for re-appointment as Auwditors of the Company, the Audit Committee recommends
reappointment of M/s. KPMG Taseer Hadi & Co,, Chartored Accountants for tha finencial year ending
on june 30, 2011,

Karachl: August 30, 2010 (Alternate] Chalrman Audit Committes




Statement of Compliance with the Best Practices of

Code of Corporate Governance |

This statement is being presented to comply with the requirements of
the Code of Corporate Governance ["the Code”) as incorporated in the
Listing Regulations of the Stock Exchanges of Pakistan. The Code pro-
vides a framework ol best practices of Corporate Governance, Good
Governance is considered indispensable by the Board to enhance and
achieve highest performance. The Company has applied the principles
contained in the Code in the following manner:

Thiz statement is being presented o comply with
the requirements of the Code of Corporate Gover-
nance [“the Code™] as Incorporated in the Listing
Regulations of the Stock Exchanges of Pakistan,
The Code provides a framework of best practices of
Corporate Governance. Good Governance is consid-
erad indispenzable by the Board bo enhance and
achieve highest performance. The Company has
applied the principles contained In the Code in the
following manner:

1. The Company encourages representation of
independent non executive directors and direc-
tors pepresentng minority interests on its
Board of Directors. At present the Board
includes two independent non-executive and
five non-executive directors. Presently, thers ks
no director representing minority sharehald-
Ers.

All the directors have given declaration that
they were aware of thelr duties and powers
under the relevant laws and the Company’s
Memorandum and Articles of Assoclaton and
the llsting regulations of the Stock Exchanges of
Pakistan,

The directors of the Company have confirmed
that none of them is serving as a director in
maore than ten listed companles, including this
Company.

All the resident directors of the Company are
registered as taxpayers and none of thern has
defaulted in payment of any lcan o any bank-
ing cormpany, a OFf or an NEFL

Mone of the directors or their spouses is
engaged in the business of stock brokerage or,

being & member of a stock exchange, has been
declared as a defaulter by that skock exchangs.

No casual vacancy has ocourred durlng the
yean

The Company elects its directors every thres
years. Elght directors were elected by the
shareholders In the Annual General Meating
held on 29 Septamber 2007,

The Company has prepared and adopted a
“Gtatement of Ethics and Business Practices’
whilch has been signed by all the directors and
employees of the Company,

The Board of Directors has developed a
vislon/mizslon statermnment, overall corporate
strategy mnd significant  policies of the
Company. A complete record of particulars of
slgnificant policies together with the dates an
which they were approved or amended has
been malntained,

. All the powers of the Board have been duly

exercised and decisions on material transac-
tions have been taken by the Board, The
appointment, remuneration and termms and
conditions of employment of the Chief Execu-
tiwve Officer and the Chief Financial Officer have
been determined and approved by the Board of
Directors, Further, the appaintment, remuners-
tion and terms and conditions of employment
of the Company Secretary and the Head of
[mternal Audit have been determined by the
Chief Executive Dfficer with the approval of the
Board of Mrectors,




11,

12,

13

14,

16,

17,

18,

19,

20,

2L

The roles and responsibilides of the Chairman
and the Chief Executive Dfficer were clearty
defined.

The maatings of the Board were presided over
by the Chairman and, in his absence, by a direc-
tor alected by the Board for this purpose.

The Board moets ot least once in evory quarter,

Written notices of the Board meetings, along
with apends and working papers, wore circus
lated not less than seven days before the meoet-

ings.

. The minubes of the meetings were appropri-

ately recorded, signed by the Chairman and
circulated within 14 days from the date of
mestings.

All the directors of the Company, being profes-
sionals and directors of other local and foreign
companies have adequate cxposura of corpo-
rate matters and sre aware of their duties and
rosponsibilities,

The Company also conducted in-house orienta-
tion course for its directors during the year to
apprise them of their duties and responsibili-
ties and to keep them informed of the enforce-
ment of new laws, rules and regulations and
amendments thereof,

All material information as required under the
rolevant rules has been provided to the stock
exchanges and to the Securitics & Exchanpe
Commission of Pakistan within the prescribed
time limit

All gquarterly and annual financial statoments
wore presented o the Bosrd for approval
within one maonth and half yearly within two
months of the clesing and were duly endorsed
by the CEQ and tha CFO.

The directors, CED, CFOD and other exocutives
do not hold any interest in the shares of the
Company other than that disclosed in the
pattorn of shareholding.

The diroctors” report has been prepared in
compliance with the requirements of the Code
and fully describes the salient matters required
to be disclosed.

22, The Company has complied with all material
principles and the corporste and financial
roporting roquirements of the Code.

23. The Board has formed an audit commitboe. 1t
comprises of four members including the
Chairman of Committes, all of whom are non-
moscutive directors,

24, The meetings of the audit committors wers held
at least omce evary quarter prior to approval of
interim and final results of the Company and as
required by the Code. The terms of reference of
the Committee have been formed and advised
to the committes for compliance,

25, The relsted party transactions have been
placed before the audik committee and
approved by the board of directors with neces-
sary justificabion for non arm's length transac-
tions and pricing mathods for transactions that
were made on terms equivalent to those that
prevail in the arm’s lenpgth transactions only if
such terms can be substentiated,

26, The Board has set-up an offective internal audit
function with omplovaes who are considered
oxperienced for the purpose and are conwver-
sant with theo policies and procedures of the
Company and they are involved in the internal
audit function on a full time basis.

27. The statutory suditors of the Company have
confirmed that they have beon given a satisfac-
tory rating under the quality control roview
program of the Institute of Chartered Accoun-
tants of Pakistan, that they or any of the
partners of the firm, their spouses and minor
children do not hold shares of the Company
and that the firm and all its partners are in
compliance with International Federation of
Accountants [IFAC) guidelines on code of athics
a5 adopted by Institute of Chartered Accoun-
tankt=s of Prkistan,

28, The statutory awditors or the persons associ-
ated with them have not been appointod o
provide other sorvices cxcapt in accordance
with the listing regulations and the auditors
have confirmed that they have observed 1FAC
guidelings in this regard,

O gaadenk.
Arif Habib

Chalrman & Chiel Execulive Officer
Karachi: August 30, 2010




EPMG Thsser Hadl & Co. Telephons + 92 (21} 3568 5847
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Karachi, 75530 Palisian

Review Report to the Members on Statement of Compliance with |
Best Practices of Code of Corporate Governance |

We have reviewed the Statoment of Compliance with the best practices contained in the Code of Corporate
Governance prepared by the Board of Directors of Aril Habib Securities Limited (“the Company”] to
comply with the Listing Regulatons of Karachi, Lahore and Islamabad sktock exchanges where the
Company is |isted,

The responsibility for complisnce with the above Code of Corporabe Governance is that of the Board of
Directors of the Company. Our responsibility is to review, to the extont where such complisnce can be
objectively verified, whethor the Statement of Compliznce reflocts the status of the Company's complisncn
with the provisions of the Code of Corporate Governance and report if it does not A roview is limitod
primarily to inguiries of the Company personnel and review of various documents propared by the
Company to comply with the Code.

Az part of our audit of financial stetements we are required to obtain an understanding of the sccounbing
and internal control syskoms sufficient to plan the sudit and develop an effective audit spproach, We are
not required to consider whether the Board's statement on internal control covers all risks and controls,
or to form an opinion on the effoctiveness of such internal controls, the Compeny’s corporets govarnanon
procedures and risks.

Further the Listing Regulations of Karachi, Lahore and Islamakad stock exchanges require the Company to
place before the Board of Directors for their consideration end approval related party transactions
distinguishing betwean transactions carried out on torms equivalent to those thet pravail in arm’s length
transactions and transactions which are not executed at arm’s length price recording proper justification
for wsing such alternate pricing mechanism. Further, all such transactions sre also reguired to be
separately placed bofore the sudit committee. We are onby required and heve onsured compliance of
requirement to the extent of approval of related party transactions by the board of directors and
placement of such transactions before the sudit committos, We have not carried out any procedures b
determine whether the related party transactions were undertaken at arm's length price or not

Based on our review, nothing has come to our atbontion which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respocts, with the
best practices contained in the Code of Corporate Governence as applicable to the Company for the year
onded 30 june 2010,

he f— "

Earachi: Angust 20, 20110 KPMG Taseer Hadh & Cao.
Chartered Accoumianls
M elirmmad Mahmood Hussain
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Audited Financial Statements |

Arif Habib Securities Ltd.
For the year ended June 30, 2010
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Harachi, 5530 Pakslan

Auditors’ Report to the Members |

Wi have audited the anmexsd balanoe sheet of &rf Habib Secunities Limited | “the Company®} &5 at 30 [une 2000 and the
related profit and loss account, statement of comprehensive income, cish flow statement aod statemsent of changes in eguity
togethar with the notes ferming part tharoof, for the vear then ended and we state thet v have abt@ined all tha information
and explapatiens which, to the best of our knowlodge and belief, were nocessary for the parpeses of our audit

It 16 the respensibiliey of the Compame's management to establich and msmtan o system of internal contral, and prepare apd
present the abewe said statements in confermity with the appresved accounting standards and the requirements of the
Companies Ordinancy, 1984, Car responsibility is to express an opinien on those statements based on our mudit

Wi conducted our audit in scoordance with the auditing stanciards as applicable in Pakistan, These standards reguire that vee
plan and perform the audit to ebtain reasonahle assnranoe aboot whather the ahave said statements are free of any material
migstatement. An auct includes expmining, on s test basis, evidonce supparting the smoants snd disclosures in the phove
said statemients, An audit also includes assessing the accounting policies and significant estimates mady by management, as
weell as, evalwating the svermll presentation of the above sl statements. We belivve that sar aodit provades a reasonable
hasis for our opimen and, after due verification, we report that

a) I our opinien, proper books of account howve boen leept by the Company as required by the Companies Ordinance, 1984,
bl o epinien

i} the balance sheet and preft and less account togother with the notes thereon have been drsvm up in conformity
with the Cempanies Ordinenoe, 1594, and @re in agresment with the books of aecount and are firther in aceordance
wiith accounting policies consistently applied except for the changes as described in note 2,5 with which we conour;

i) the exponditure incurred doring the pear was for the purpose of the Company’s busimess; and

i} the business concucted, Investments mads and the sxpenditore incwered during the year wene in aceordance with
the abjects of the Company;

o agEinkon and o the best of sor infarmetion and sooording to the explanations given teons, the balance shoet, profit
and loss acoount, statement of comprebinsee inooms, cash Aew statomant and statement of changes in equity togethar
with the potes forming part thereof conform with approved accounting standards as applicable in Pakistan and give the
imformation required by the Companics Ordinance, 1984, in the manner o required and respectively give a troe and fair
view of the state of the Compamy's affiairs as at 30 Juse 2010 and of the profits, other comprebinsies income, its cash
flews and changes i oguity for the year then ended; and

i our apinien, no wakat was deductible at source ander the Zalat and Ushr Ordinance, 1980,

ot fe P

Harachl; August 11,2010 KPMG Taseer Hadi & Co.
Chartered AcoiiibLants
Mohammad Malhmood Hussaln




70 Arif Habib Securities Ltd.

Balance Sheet_

As at 30 June 2010

EQUITY AND LIABILITIES
Share capital and reserves
Authorised share capital

Issued, subscribed and
paid up share capital

Reserves

Non-current liabilities
Deferred taxation
Current liabilities

Trade and other payables
Interest/mark-up accrued
on short term borrowings
Short term borrowings
Provision for taxation

Contingencies and
commitments

Note 2010

4 10,000,000,000
4 3,750,000,000
5 16,034,145,375
19,784,145,375

6 2,883,395,813
7 78,574,509
21,011,622

8 620,235,048
867,047

720,688,226

Rupees 23,388,229,414

10,000,000,000

3,750,000,000

12,385,322,933

16,135,322,933

2,950,231,966

110,154,289

90,790,200
2,632,515,667

2,833,460,156

21,919,015,055




Sheet

As at 30 June 2010

Annual Report 2010

ASSETS

Non-current assets
Property and equipment
Long term investments

Long term deposits

Current assets

Loans and advances
Prepayments
Advance tax
Other receivables
Short term investments
Cash and bank balances
Asset classified as

held for sale

Note 2010

10
11

12

13

14
15
16

17

Rupees

Financial Statements

61,151,042
19,535,274,470

790,190

19,597,215,702

72,156,282
16,544,539,328

44,590

268,635,000
75,600
62,778,527
114,054,059
3,338,040,948
7,429,578

16,616,740,200

3,791,013,712

15,000,000
112,906
48,865,944
1,946,012
2,544,376,775
18,659,532

2,673,313,686

23,388,229,414

5,302,274,855

The annexed notes from 1 to 34 form an integral part of these financial statements.

Osyan g

CHAIRMAN & CHIEF EXECUTIVE

21,919,015,055

e

DIRECTOR




72 Arif Habib Securities Ltd.

For the year ended 30 June 2010

Note 2010

Operating revenue 18
Loss on sale of securities-net 19
Gain / (loss) on remeasurement of investments-net 20
Operating and administrative expenses 21

Impairment loss on asset classified as held for sale
Operating profit / (loss)

Other income 22
Finance cost 23
Profit / (loss) before tax

Taxation 24
Profit / (loss) after tax Rupees

Earnings / (loss) per share - basic and diluted 25 Rupees

1,636,918,105
(139,966,515)
2,680,034,051

316,872,254
(477,519,727)
(338,369,115)

4,176,985,641

(227,408,968)

(499,016,588)

(168,860,237)
(1,011,194,260)

3,949,576,673

12,382,120

(1,679,071,085)

599,114

3,961,958,793

(229,462,405)

(1,678,471,971)

(456,114,717)

3,732,496,388

65,969,106

(2,134,586,688)

(634,341,049)

3,798,465,494

(2,768,927,737)

10.13

The annexed notes from 1 to 34 form an integral part of these financial statements.

Ovyan .

CHAIRMAN & CHIEF EXECUTIVE

(7.38)

)

p2

DIRECTOR
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Statement of C«

For the year ended 30 June 2010

Note 2010

Profit / (loss) for the year 3,798,465,494 (2,768,927,737)

Other comprehensive (loss) / income

Deficit on remeasurement of investments
classified as ‘available for sale’ 11.3 (220,734,052) (103,951,429)

Impairment loss on ‘available for sale’ investment
transferred to profit and loss account 11.3 71,091,000 68,493,477

Other comprehensive income / (loss) for the year (149,643,052) (35,457,952)

Total comprehensive income / (loss)
for the year Rupees 3,648,822,442 (2,804,385,689)

The annexed notes from 1 to 34 form an integral part of these financial statements.

)

S ITHEN =

CHAIRMAN & CHIEF EXECUTIVE DIRECTOR




Arif Habib Securities Ltd.

Cash Flow Statement

For the year ended 30 June 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Note 2010

(364,261,114)
(31,530,374)
(367,580,868)

(763,372,356)

(45,600,901)

236,122,350
91,751,324
(641,117,636)
135,004,000

(223,840,863)

(110,214,903)

(110,214,903)

Cash used in operations 27 (275,993,561)
Income tax paid (13,912,583)
Finance cost paid (298,938,019)
Net cash used in operating activities (588,844,163)
CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of property and equipment (794,020)
Proceeds from sale of property and equipment 1,367,777
Dividend received 131,422,729
Interest received 46,705,636
Acquisition of long term investments (263,875,330)
Proceeds from sale of long term investments 2,675,813,636
Long term deposits (745,600)
Net cash generated from / (used in) investing activities 2,589,894,828
CASH FLOWS FROM FINANCING ACTIVITIES

Dividend paid -
Net cash used in financing activities -
Netincrease / (decrease) in cash and cash equivalents 2,001,050,665
Cash and cash equivalents at beginning of the year (2,613,856,135)
Cash and cash equivalents at end of the year 28 Rupees (612,805,470)

(1,097,428,122)

(1,516,428,013)

The annexed notes from 1 to 34 form an integral part of these financial statements.

Ovyan .

CHAIRMAN & CHIEF EXECUTIVE

(2,613,856,135)

)

p2

DIRECTOR
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For the year ended 30 June 2010

Balance as at 1 July 2008

Total comprehensive (loss) / income
for the year
Loss for the year

Other comprehensive income
Deficit on remeasurement of investments
classified as ‘available for sale’

Impairment loss on ‘available for sale’
investment transferred to profitand loss
account

Transactions with owners recorded
directly in equity

Bonus shares issued for the year
ended 30 June 2008 @ 25%

Cash dividend for the year ended
30 June 2008 - Rs. 1.5 per share

Balance as at 30 June 2009 Rupees

Balance as at 1 July 2009

Total comprehensive income for the
year
Profit for the year

Other comprehensive income
Deficit on remeasurement of investments
classified as ‘available for sale’

Impairment loss on ‘available for sale’
investment transferred to profit and loss
account

Balance as at 30 June 2010 Rupees

Financial Statements

Issued, Reserves Total
subscribed Deficit on General Unappropriated Sub total
andpaidup remeasurement reserve profit
share capital of
investments
3,000,000,000 (51,968,000) 4,000,000,000 12,101,891,525 16,049,923,525 19,049,923,525
- - - (2768927,737) (2,768927,737) (2,768927,737)
- (103951,429) - - (103951,429) (103951,429)
- 68,493,477 - - 68,493,477 68,493,477
750,000,000 - - (750,000,000)  (750,000,000) -
- - - (110214903)  (110,214,903) (110,214,903)
3,750,000,000  (87,425,952) 4,000,000,000 8472,748,885 12,385,322,933 16,135,322,933
3,750,000,000  (87,425,952) 4,000,000,000 8472,748,885 12,385,322,933 16,135,322,933
- - - 3798465494 3798465494  3,798,465494
- (220,734,052) - - (220,734,052) (220,734,052)
- 71,091,000 - - 71,091,000 71,091,000
3,750,000,000 (237,069,004) 4,000,000,000 12,271,214,379 16,034,145,375 19,784,145,375

The annexed notes from 1 to 34 form an integral part of these financial statements.

ST N

CHAIRMAN & CHIEF EXECUTIVE

p2

DIRECTOR
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Arif Habib Securities Ltd.

Notes to the F Statements |

For the year ended 30 June 2010

1. STATUS AND NATURE OF BUSINESS

Arif Habib Securities Limited (AHSL), the Company, 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 and is principally engaged in the business of investments in listed
and unlisted securities. The registered office of the Company is situated at Arif Habib Centre, 23 M.T.Khan Road,

Karachi, Pakistan. The Company is domiciled in the province of Sindh.

These financial statements are separate financial statements of the Company in which investments in subsidiaries
and associates are accounted for on the basis of direct equity interest rather than on the basis of reported results.

Consolidated financial statements are prepared separately.

The Company has investments in the following:

Name of Company
Subsidiaries

Arif Habib Limited, a brokerage house

Arif Habib Investments Limited (formerly Arif Habib Investment
Management Limited), an asset management company

Arif Habib DMCC, a UAE incorporated member company of
Dubai Gold and Commodities Exchange

SKM Lanka Holdings (Private) Limited, a Srilankan incorporated
brokerage house at Colombo Stock Exchange

Pakistan Private Equity Management Limited, a fund management company

Additionally, the Company has long term investments in:

Name of Company
Associates

Pakarab Fertilizers Limited

Aisha Steel Mills Limited

Al-Abbas Cement Industries Limited

Thatta Cement Company Limited

Rozgar Microfinance Bank Limited
Sweetwater Dairies Pakistan (Private) Limited

Fatima Fertilizer Company Limited

Others

Takaful Pakistan Limited

Sunbiz (Private) Limited

Shareholding

75.15%

60.18%

100.00%

75.00%

85.00%

Shareholding

30.00%
25.00%
37.47%
9.71%
19.01%
27.83%

12.38%

10.00%

4.65%
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Notes to the F Statements

For the year ended 30 June 2010
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2.2

23

2.4

BASIS OF PREPARATION

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable
in Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards (IF-
RSs) issued by the International Accounting Standards Board as are notified 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 Ordinance, 1984 shall prevail.

Basis of measurement

These financial 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 11 and 15).

Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the Company’s functional and presentation cur-
rency. All financial information presented in Pak Rupees has been rounded to the nearest rupee.

Use of estimates and judgments

The preparation of financial statements in conformity with approved accounting standards, as applicable in Paki-
stan, requires management to make judgments, estimates and assumptions that affect the application of account-
ing policies 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 accounting estimates
are recognized in the period in which the estimate is revised if the revision affects only that period, or in the pe-
riod 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 ap-
plicable in Pakistan, that have significant effect on the financial statements and estimates and assumptions with a
significant risk of material adjustment in the future periods are included in following notes:

- Provision for taxation (note 3.2)

- Useful lives and residual values of property and equipment (note 3.3)

- Impairment of investments (note 3.4)

- C(lassification of investments (note 3.5 - 3.5.3)

- Fair value of investments (note 3.5 - 3.5.3)



Arif Habib Securities Ltd.

Notes to the I tatements |

For the year ended 30 June 2010

2.5

Initial application of a standard, amendment or an interpretation to an existing standard and forthcom-
ing requirements

Initial application

During the year following standards and amendments became effective. The application of these standards and
interpretations did not have any material effect on the Company’s financial statements except for increase in dis-
closures

- Starting 1 July 2009, the Company has applied revised IAS 1 Presentation of Financial Statements (2007).
The revised standard requires all owner changes in equity to be presented in the statement of changes in eg-
uity, whereas all non-owner changes in equity are presented in the statement of comprehensive income. The
Company’s now also presents a statement of comprehensive income along with the profit and loss account.

- Amendment to IFRS 2 Share-based Payment: Vesting Conditions and Cancellations: The IASB amended the
definition of vesting conditions in IFRS 2 to clarify that vesting conditions are limited to service conditions
and performance conditions; all other conditions are considered non-vesting. The amendments also provide
guidance for non-vesting conditions and require that cancellations by the counterparty to a share-based pay-
ment arrangement to be treated in the same way as cancellations by the entity. These amendments are not
applicable to the Company.

- Amendments to IFRS 7 Financial Instruments: Disclosures - Improving Disclosures about Financial Instru-
ments: The IASB amended IFRS 7 to enhance disclosures about fair value measurements of financial instru-
ments and over liquidity risk.

The amendments require that fair value measurement disclosures use a three-level fair value hierarchy that
reflects the significance of the inputs used in measuring fair values of financial instruments. The disclosures
in respect of fair values are provided in note 29.

Further; the definition of liquidity risk has been amended. The amendments require disclosure of a maturity
analysis for non-derivative and derivative financial liabilities.

- IFRS 8 Operating Segments: IFRS 8 replaces IAS 14 Segment Reporting and sets out requirements for disclo-
sure of information about an entity’s operating segments and also about the entity’s products and services,
the geographical areas in which it operates and its major customers. Since these are separate financial state-
ments of the Company and consolidated financial statements will be presented separately, segment informa-
tion has been presented in the consolidated financial statements.

- IAS 23 Borrowing Costs (revised 2007): The revised standard prohibits the immediate expensing of bor-
rowing costs directly attributable to the acquisition, construction or production of a qualifying asset. This
standard is not applicable for Company’s operations.

- Amendments to IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements
- Puttable Financial Instruments and Obligations Arising on Liquidation. The amendments introduce an ex-
emption to the principles otherwise applied in IAS 32 for the classification of instruments as debt or equity;
the amendments require certain instruments that normally would be classified as liabilities to be classified
as equity if and only if they meet certain conditions. These amendments did not effect Company’s financial
statements.
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- Amendments to IAS 28 Investments in Associates: The amendments clarify that the disclosures required
by an investor in an associate that accounts for its investment in an associate at fair value through profit or
loss in accordance with IAS 39; that after applying the equity method, an impairment loss on an investment
in associate is not allocated to any asset, including goodwill, that forms part of the carrying amount of the
investment in associate; and that any reversal of a previously recognized impairment loss is recognized in ac-
cordance with IAS 36 to the extent that the recoverable amount of the investment in associate subsequently
increases. This amendment was not applicable to the Company.

- IFRS 3 Business Combinations (revised 2008) The IASB issued a revised version of the business combina-
tions standard. Some of the main changes to the standard are as follows however; these are not applicable to
the Company’s financial statements.

The revised standard also applies to business combinations involving only mutual entities and to business
combinations achieved by contract alone.

The definition of a business has been amended to clarify that it can include a set of activities and assets that
are not being operated as a business, as long as an acquirer is capable of operating the set as a business.

All business combinations are accounted for by applying the acquisition method (previously the purchase
method).

The acquirer can elect to measure any non-controlling (previously minority) interest at fair value at the ac-
quisition date, or at its proportionate interest in the fair value of the identifiable assets and liabilities of the
acquiree, on a transaction-by-transaction basis.

Subsequent recognition of deferred tax assets acquired in a business combination that did not satisfy the
criteria for recognition at the acquisition date would be recognized in profit or loss.

- IAS 27 Consolidated and Separate Financial Statements (amended 2008): The IASB amended
IAS 27 to reflect changes to the accounting for non-controlling interest (previously minority interest). The
amendments deal primarily with the accounting for changes in ownership interests in subsidiaries after con-
trol is obtained, the accounting for the loss of control of subsidiaries, and the allocation of profit or loss to
controlling and non-controlling interests in a subsidiary. This is not applicable to the Company’s financial
statements.

- IFRIC 17 Distributions of Non-cash Assets to Owners. This interpretation provides guidance in respect of
distributions of non-cash assets to owners acting in their capacity as owners. Distributions within the scope
of IFRIC 17 are measured at the fair value of the assets to be distributed. Any gain or loss on settlement of the
liability for the dividend payable is recognized in profit or loss.

- The amendments to various other standards by IASB that became effective during the year mainly included
amendments to IFRS 5 Non-current assets held for dale and discontinued operations, IAS 1 presentation of
financial statements, IAS 16 Property, Plant and Equipment, IAS 19 Employee Benefits, IAS 20 Government
Grants and disclosure of Government Assistance, IFRIC 17 Distribution of Non-cash Assets to Owners, IFRIC
18 Transfers of Assets from Customers and amendments to IAS 38 Intangible Assets. These amendments did
not effect Company’s financial statements.
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Forthcoming requirements

The following standards, amendments and interpretations of approved accounting standards are effective
for accounting periods beginning on or after 1 July 2010. These amendments are unlikely to have any mate-
rial impact on the Company’s financial statements

- Amendments to IFRS 5 Non-current Assets Held for Sale and Discontinued Operations: The amendments
clarify that the required disclosures for non-current assets (or disposal groups) classified as held for sale or
discontinued operations are specified in IFRS 5.

- Amendments to IFRS 8 Operating Segments. The amendments clarify that segment information with respect
to total assets is required only if such information is regularly reported to the chief operating decision mak-
er.

- Amendments to IAS 1 Presentation of Financial Statements: The amendments clarify that the classification
of the liability component of a convertible instrument as current or non-current is not affected by terms that
could, at the option of the holder of the instrument, result in settlement of the liability by the issue of equity
instruments

- Amendments to IAS 7 Statement of Cash Flows: The amendments clarify that only expenditures that result in
the recognition of an asset can be classified as a cash flow from investing activities.

- Amendments to IAS 17 Leases: The IASB deleted guidance stating that a lease of land with an indefinite eco-
nomic life normally is classified as an operating lease, unless at the end of the lease term title is expected to
pass to the lessee.

- Amendments to IAS 36 Impairment of Assets: The amendments clarify that the largest unit to which goodwill
should be allocated is the operating segment level as defined in IFRS 8 before applying the aggregation crite-
ria of IFRS 8.

- Amendments to IAS 39 Financial Instruments: Recognition and Measurement: The amendments provide
additional guidance loan prepayment penalties ; clarify scope exemption in IAS 39 and the reclassification of
gains and loses on a cashflow hedge

- Amendments to IFRS 2 Share-based Payment - Group Cash-settled Share-based Payment Transactions The
IASB amended IFRS 2 to require an entity receiving goods or services (receiving entity) in either an equity-
settled or a cash-settled share-based payment transaction to account for the transaction in its separate or
individual financial statements.

- Amendment to IAS 32 Financial Instruments: Presentation - Classification of Rights Issues: The IASB amend-
ed IAS 32 to allow rights, options or warrants to acquire a fixed number of the entity’s own equity instru-
ments for a fixed amount of any currency to be classified as equity instruments provided the entity offers the
rights, options or warrants pro rata to all of its existing owners of the same class of its own non-derivative
equity instruments.

- IAS 24 Related Party Disclosures (revised 2009). The revised IAS 24 Related Party Disclosures amends the
definition of a related party and modifies certain related party disclosure requirements for government-re-
lated entities.
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3.1

3.2

- Other amendments, interpretations and improvements by IASB include:
- IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments
- Amendments to IFRS 3 Business Combinations
- Amendments to IAS 27 Consolidated and Separate Financial Statements
- Amendments to IFRIC 14 IAS 19 - The Limit on a Defined Benefit Assets, Minimum Funding Requirements
and their Interaction
- Improvements to IFRSs 2010 - IFRS 7 Financial Instruments: Disclosures
- Improvements to IFRSs 2010 - IAS 1 Presentation of Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set out below.
These policies have been applied consistently to all years presented.

Staff retirement benefits
Defined contribution plan

The Company operates a recognized provident fund for all its eligible permanent employees. Equal monthly con-
tributions are made by the Company and employees to the fund at the rate of 12.50% of basic salary.

Taxation

Income tax expense comprises of current and deferred tax. Income tax expense is recognized in profit and loss
account except to the extent that it relates to items recognized directly in equity, in which case it is recognized in

equity.
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 financial 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 profit 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 benefit 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 realized or the liability is settled.
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3.3

3.4

Property and equipment
Owned

Property and equipment are stated at cost less accumulated depreciation and impairment losses, if any. Cost in-
cludes 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 benefits associated with the item will flow to the entity and its cost
can be measured reliably. Cost incurred to replace a component of an item of property and equipment is capital-
ized, the asset so replaced is retired from use and its carrying amount is derecognized. Normal repairs and main-
tenance are charged to profit and loss account during the period in which they are incurred.

Depreciation on all property and equipment is charged to profit and loss account using the reducing balance
method over the asset’s useful life at the rates stated in note 10.

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

Further, when the written down value of the asset falls below Rs.10,000 or any addition is made upto Rs.10,000,
the same is charged directly to profit and loss account.

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

The assets’ residual value and useful life are reviewed at each financial year end, and adjusted if impact on depre-
ciation is significant. The Company’s estimate of residual value of property and equipment as at 30 June 2010 did
not require any adjustment as its impact is considered insignificant.

Leased

Leased assets which are obtained under ljarah agreement are not recognized in the Company’s 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 notified 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 profit and loss account on
a straight line basis over the lease term.

Impairment

A financial asset, other than that carried at fair value through profit or loss, is assessed at each balance sheet date
to determine whether there is any objective evidence that it is impaired. A financial 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 flows of that asset.

In case of investment in equity securities classified as available for sale and measured at fair value, a significant 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 other comprehensive income to profit and loss account. Such impairment losses are not subsequently re-
versed through the profit and loss account.
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3.5

3.5.1

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial
assets are assessed collectively in groups that share similar credit risk characteristics. All impairment losses are
recognized in profit and loss account.

The carrying amount of the Company’s non-financial 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 re-
coverable amount of the asset is estimated in order to determine the extent of impairment loss, if any. An impair-
ment 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. Impair-
ment losses are recognized in profit and loss account.

Investments

All investments are initially recognized at fair value, being the cost of the consideration given including transac-
tion costs associated with the investment, except for those classified as at fair value through profit or loss, in which
case the transaction costs are charged to the profit and loss account.

All “regular way” purchases and sales of financial assets are recognized on the trade date, that is the date on
which the Company commits to purchase / sell an asset. Regular way purchases or sales of financial assets are the
contracts which require delivery of assets within the time frame generally established by regulations or market
convention.

The management determines appropriate classification of investment in accordance with the requirements of
International Financial Reporting Standards (IFRS).

The Company classifies its investments in the following categories:
Subsidiaries and associates

The Company considers its subsidiary companies to be such enterprise in which the Company has control and /
or ownership of more than half or fifty percent, of the voting power.

The Company considers its associates to be such entities in which the Company has ownership, of not less than
twenty percent but not more than fifty percent, of the voting power and / or has significant influence through
common directorship, but not control.

Investment in subsidiaries are carried at cost in accordance with IAS 27 - ‘Consolidated and Separate Financial
Statements’.

Investments in associates are accounted for under ‘IAS 39 - Financial instruments Recognition and Measurement’
considering each investment individually.

Company manages its investment in associates classified at fair value through profit or loss upon initial recogni-
tion, with an intention to sell them in future upon receiving its fair value in accordance with the Company’s docu-
mented investment strategy.

Associates classified at fair value through profit or loss are measured at fair value, and changes there in are recog-
nized in profit and loss account. Whereas, in the case as available for sale, such gain or loss is recognized directly
in equity. 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 de-
termined 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.
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3.5.2

3.5.3

3.6

3.7

3.8

3.9

At fair value through profit 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 portfolio of financial instruments exhibiting short term profit taking are classified at fair value through
profit or loss - held for trading. These are stated at fair values with any resulting gains or losses recognized in the
profit and loss account. The fair value of such investments, representing listed equity securities are determined
on the basis of prevailing market prices at the Karachi Stock Exchange and on market based redemption / repur-
chase prices, whichever is applicable, in case of other securities.

Available for sale

Available for sale investments are those non-derivative investments that are designated as available for sale or
are not classified in any other category. These are primarily those investments that are intended to be held for an
undefined 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 recognized directly in equity until the investment is disposed off or impaired at which time these are
transferred to profit and loss account.

Where active market of the quoted investment exists, fair value of quoted investments is determined using quota-
tions of Karachi 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 deter-
mined with precision.

Assets held for sale

Assets and groups of assets and liabilities which comprise disposal groups are classified as ‘held for sale’ when all
of the following criteria are met: a decision has been made to sell, the assets are available for sale immediately, the
assets are being actively marketed, and a sale has been or is expected to be concluded with in twelve months of
the balance sheet date. Assets and disposal groups ‘held for sale’ are valued at lower of the carrying amount and
fair value less disposal costs.

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.

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.

Short term borrowings

Mark-up bearing borrowings are recognized initially at fair value, less any directly attributable transaction cost.
Subsequent to initial recognition, 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.



Annual Report 2010 Financial Statements

Notes to the | tatements |

For the year ended 30 June 2010

3.10

3.11

3.12

Revenue recognition

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

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

- Underwriting commission is recognized when the agreement is executed.

- Interest income on bank deposits and loans are recognized on time proportion basis that takes into account
the effective yield.

Provisions

Provision is recognized when, as a result of past event, the Company has a present legal or constructive obliga-
tion that can be estimated reliably and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation. Subsequently, provisions are reviewed at each balance sheet date and
adjusted to reflect the current best estimate.

Financial instruments

Financial assets and financial liabilities are recognized when the company 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 flow from the financial assets expires or is transferred. Financial liabilities are
derecognized when they are extinguished i.e. when the obligation specified in the contract is discharged or can-
celled or expires. Financial instruments carried on the statement of financial position include investments, trade
debts and other receivables, loans and advances, cash and bank balances, deposits, borrowings, trade and other
payables and accrued and other liabilities. The particular recognition methods adopted are disclosed in the indi-
vidual policy statements associated with each item.

Financial assets and financial liabilities are off set and the net amount is reported in the balance sheet only when
the Company 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 Company 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 financial instrument is not active, the Company establishes fair value using a valuation technique.
The chosen valuation technique makes maximum use of market inputs, relies as little as possible on estimates
specific to the Company, incorporates all factors that market participants would consider in setting a price, and
is consistent with accepted economic methodologies for pricing financial instruments. Inputs to valuation tech-
niques reasonably represent market expectations and measures of the risk-return factors inherent in the financial
instrument. The Company calibrates valuation techniques and tests them for validity using prices from observ-
able current market transactions in the same instrument or based on other available observable market data.



Arif Habib Securities Ltd.

Notes to the F Statements |

For the year ended 30 June 2010

3.13

3.14

3.15

3.16

3.17

4.1

- DU 2010

Foreign currency

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 profit and loss account. Non-monetary assets and liabilities, denominated in foreign cur-
rency 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 trans-
lated using the exchange rate at the date of the transaction.

Borrowing costs

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

Cash and cash equivalents

Cash and cash equivalent for the purpose of cash flow statement comprises of cash and banking instruments in
hand, cash at bank and short term running finance.

Dividend and appropriation to reserve

Dividend distribution to the Company’s shareholders and appropriation to reserves are recognized in the finan-
cial statements in the period in which these are approved.

Expenses
All expenses are recognized in the profit and loss account on an accrual basis.
SHARE CAPITAL

Authorised share capital

(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
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4.2 Issued, subscribed and paid up share capital

B 2010 2010
(Number of shares)
5,000,000 5,000,000 Ordinary shares of Rs. 10 each
fully paid in cash 50,000,000 50,000,000
372,000,000 372,000,000 Ordinary shares of Rs. 10 each
issued as fully paid bonus shares 3,720,000,000 3,720,000,000
377,000,000 377,000,000 3,770,000,000 3,770,000,000
(2,000,000) (2,000,000) Ordinary shares of Rs. 10 each
buy back at Rs. 360 per share (20,000,000) (20,000,000)
375,000,000 375,000,000 Rupees  3,750,000,000 3,750,000,000

4.3 During financial year 2005-2006, 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 unap-
propriated profit by Rs. 20 million and Rs. 700 million respectively, in the relevant year.

5. RESERVES z010
General reserve 4,000,000,000 4,000,000,000
Unappropriated profit 12,271,214,379 8,472,748,885
Deficit on remeasurement of available for sale investments (237,069,004) (87,425,952)

Rupees 16,034,145,375 12,385,322,933

6. DEFERRED TAXATION

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

- Accelerated tax depreciation 11,069,946 13,552,760
- Investment in associates classified as at fair
value through profit or loss 2,924,020,333 2,936,679,206
Deferred tax asset comprises of temporary
differences relating to:
- Unrealized capital loss on short term investments (51,694,466) -
Rupees 2,883,395,813 2,950,231,966
7. TRADE AND OTHER PAYABLES
Creditors 4,646 108,322,915
Accrued liabilities 1,918,903 997,308
Current portion of liabilities against asset
subject to finance lease 7.1 - 356,440
Other liabilities 477,564 477,626
Provision for Workers’ welfare fund 7.2 76,173,396

Rupees 78,574,509 110,154,289
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7.1

7.2

The liability against asset subject to finance lease was settled during the current year. The principal outstanding
at the end of corresponding year comprised of:

Future Interest Present value Principal
minimum of minimum  outstanding
lease lease
payments payments

Rupees 356,440 5,347 351,093 356,440

The Company has filed 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 Company is contesting the
case vigorously. The petition is pending for hearing in the High Court of Sindh. As per the legal council, the Com-
pany has a reasonable case. However, as a matter of prudence, a provision of Rs. 76.173 million has been made in
these financial statements.

9.1

2010

SHORT TERM BORROWINGS - secured

From banking companies other than related parties
- Short term running finance Rupees 620,235,048 2,632,515,667

Short term running finance facilities are available from various commercial banks, under mark-up arrange-
ments, amounting to Rs. 2,980 million (2009: Rs. 5,830 million) which represents the aggregate of sale prices
of all mark-up agreements between the Company and the banks. These facilities have various maturity dates
upto 31 May 2011. These arrangements are secured against pledge of marketable securities with minimum 30%
margin (2009: 30% margin). These running finance facilities carry mark-up ranging from 3 month KIBOR+1%
to 3 month KIBOR+2.5% per annum (2009: 1 month KIBOR+1% to 6 month KIBOR+2% 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. 1,433.646 million (2009: Rs. 3,760.737 million). The aggregate amount of
these facilities which have not been availed as at the balance sheet date amounts to Rs. 2,359.763 million (2009:
Rs. 3,197.484 million).

CONTINGENCIES AND COMMITMENTS

The Company is contesting alongwith other defendants four suits filed by Diamond Industries Limited, Mr. If-
tikhar 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 Moo-
sani, 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 Ageel 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 quantifiable.
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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 financial liability is
expected to accrue as a consequence of the said suits against the Company. Therefore, Company has not made any
provision in this respect in the financial statements.

There were no significant commitments at the balance sheet date.

PROPERTY AND EQUIPMENT
Vehicles Office Computer Leasehold Capital Total
equipment and allied improvements workin
equipment progress

Cost
Balance as at 01 July 2008 6,305,340 316,375 2,380,470 - 24,000,000 33,002,185
Additions during the year 1,808,679 - 41,750 67,750,472 43,750,472 113,351,373
Disposals / transfers - - - - (67,750472) (67,750,472)
Balance as at 30 June 2009 8,114,019 316,375 2,422,220 67,750,472 - 78,603,086
Balance as at 01 July 2009 8,114,019 316,375 2,422,220 67,750,472 - 78,603,086
Additions during the year 152,000 279,240 362,780 - - 794,020
Disposals / transfers (3,160,840) - (180,275) - - (3,341,115)
Balance as at 30 June 2010 5,105,179 595,615 2,604,725 67,750,472 - 76,055,991
Depreciation
Balance as at 01 July 2008 3,007,273 145,308 1,551,372 - - 4,703,953
Charge for the year 632,530 23,967 239,473 846,881 - 1,742,851
Disposals / transfers - - - - - -
Balance as at 30 June 2009 3,639,803 169,275 1,790,845 846,881 - 6,446,804
Balance as at 01 July 2009 3,639,803 169,275 1,790,845 846,881 - 6,446,804
Charge for the year 730,440 36,751 290,742 9,373,550 - 10,431,483
Disposals / transfers (1,793,063) - (180,275) - - (1,973,338)
Balance as at 30 June 2010 2,577,180 206,026 1,901,312 10,220,431 - 14,904,949
Written down value as

at 30 June 2009 Rupees 4,474,216 147,100 631,375 66,903,591 - 72,156,282
Written down value as

at 30 June 2010 Rupees 2,527,999 389,589 703,413 57,530,041 - 61,151,042
Annual rates of depreciation 20% 15% 33% 15% =

Computer and allied equipments having an aggregate cost of Rs. 0.18 million (2009: Nil) and accumulated de-
preciation of Rs. 0.18 million (2009: Nil) have been fully charged to profit and loss account as their written down
value falls below Rs. 10,000 as per Company’s accounting policy (refer note 3.3).

Disposal of vehicles

Particulars Sold to Cost Accumulated Book Sale

of the assets depreciation value proceeds
Director

Honda Civic Mr. Akmal Jameel 1,237,000 690,660 546,340 546,340
Group Employees

Toyata Corolla GLI Mr: Salman Shahzad (ASML) 987,840 566,054 421,786 421,786

Honda City Mr. Burhan Ali (AHRESL) 936,000 536,349 399,651 399,651

Rupees 3,160,840 1,793,063 1,367,777 1,367,777

Mode of
disposal

Company policy

Company policy
Company policy
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11.1

11.2

11.3

LONG TERM INVESTMENTS

At cost
At fair value through profit or loss
Available for sale

At cost
Subsidiaries:

Arif Habib Limited (AHL)
Arif Habib Investments Limited, formerly Arif

Habib Investment Management Limited (AHIL)

Arif Habib DMCC (AHD)
Pakistan Private Equity Management
Limited (PPEML)
SKM Lanka Holdings (Private) Limited (SKML)
Real Estate Modaraba Management Company
Limited (REMCO)

Provision for impairment in PPEML
Associates:

Aisha Steel Mills Limited (ASML)

Rozgar Microfinance Bank Limited (RMFBL)
Provision for impairment in RMFBL

Other investments:

Takaful Pakistan Limited (TPL)

Sun Biz (Private) Limited (SBL)

Provision for impairment in SBL

At fair value through profit or loss

Associates:

Pakarab Fertilizers Limited (PFL)

Fatima Fertilizer Company Limited (FFCL)
Sweetwater Dairies Pakistan (Private)
Limited (SDPL)

Available for sale

Associate:

Al-Abbas Cement Industries Limited (AACIL)
Thatta Cement Company Limited (THCCL)

Provision for impairment in AACIL

111

11.2

11.3
Rupees

11.1.2

11.1.3
11.1.4

11.1.5
11.1.6

11.1.7

11.1.8
11.1.9

11.1.10
11.1.11

Rupees

11.2.1
11.2.2

11.2.3
Rupees

11.3.1
11.3.2

Rupees

2010

3,396,388,391 3,356,517,404
15,731,225,855  12,710,020,469
407,660,224 478,001,455
19,535,274,470  16,544,539,328
2,675,247,180 2,671,676,243
81,947,527 81,947,527
29,945,898 29,945,898
42,500,000 17,000,000
43,197,216 43,197,216

- 2,499,950
2,872,837,821 2,846,266,834
(17,000,000) (17,000,000)
2,855,837,821 2,829,266,834
497,250,570 497,250,570
32,310,000 19,010,000
529,560,570 516,260,570
(19,010,000) (19,010,000)
510,550,570 497,250,570
30,000,000 30,000,000
1,000,000 1,000,000
31,000,000 31,000,000
(1,000,000) (1,000,000)
30,000,000 30,000,000
3,396,388,391 3,356,517,404
12,360,600,000  11,117,700,000
3,101,175,000 1,248,750,000
269,450,855 343,570,469
15,731,225,855  12,710,020,469
385,549,504 461,115,129
161,694,720 153,873,280
547,244,224 614,988,409
(139,584,000) (136,986,954)
407,660,224 478,001,455
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11.1.1

11.1.2

11.1.3

11.1.4

11.1.5

11.1.6

11.1.7

11.1.8

11.1.9

Fair value of long term investments pledged with banking companies against various short term running finance
facilities amounts to Rs. 486.22 million (2009: Rs.704.715 million).

Investment in AHL (quoted) represents 28.18 million (2009: 22.50 million) fully paid ordinary shares of Rs. 10
each, representing 75.15% (2009: 75%) of AHL's paid up share capital as at 30 June 2010. Fair value per share as
at30 June 2010 is Rs. 44.00 (2009: Rs. 66.89), whereas book value based on net assets, as per draft financial state-
ments, as at 30 June 2010 is Rs. 33.92 per share (2009: Rs. 38.23 per share). During the year, Company subscribed
57,971 (2009: Nil) right shares at Rs. 61.59 (2009: Rs.Nil) and received 5.625 million (2009: 4.500 million) fully
paid bonus shares.

Investment in AHIL (quoted) represents 18.053 million (2009: 18.053 million) fully paid ordinary shares of Rs. 10
each, representing 60.18% (2009: 60.18%) of AHIL's paid up share capital as at 30 June 2010, having cost of Rs.
81.95 million (2009: Rs. 81.95 million). Fair value per share as at 30 June 2009 was Rs. 19.36 (2009: Rs. 20.01),
whereas book value based on net assets, as per audited financial statements, as at 30 June 2010 is Rs. 16.27 per
share (2009: Rs. 11.82 per share).

Investment in AHD (unquoted) represents 1,300 (2009: 1,300) fully paid ordinary shares of Rs. 23,035 (2009:
Rs. 23,035) each (equivalent UAE Dirham 1,000 each), representing 100% (2009: 100%) of AHD’s paid up share
capital as at 30 June 2010. Book value based on net assets, as per unaudited financial statements, as at 30 June
2010isRs.27,200.16 per share (2009: Rs. 28,030.88 per share). The subsidiary 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. These shares are held in the name of Mr. Arif Habib, CEO on behalf of the Company.

Investment in PPEML (unquoted) represents 4.25 million (2009: 1.7 million) fully paid ordinary shares of Rs. 10
each, representing 85% (2009: 85%) of PPEML's paid up share capital as at 30 June 2010. Book value based on
netassets, as per audited financial statements, as at 30 June 2010 is Rs. 2.19 per share (2009: Rs. (7.26) per share).
During the year Company subscribed 2.55 million (2009:Nil) right shares of Rs. 10 (2009: Nil).

Investment in SKML (unquoted) represents 7.50 million (2009: 7.50 million) fully paid ordinary shares of Rs. 5.76
(2009: Rs. 5.76) each (equivalent US$ 0.067 each), representing 75% (2009: 75%) of SKML's paid up share capital
as at 30 June 2010. Book value based on net assets, as per unaudited financial statements, as at 30 June 2010 is Rs.
11.33 per share (2009: Rs. 6.424 per share). The subsidiary has started its commercial operations at the Colombo
Stock Exchange.

Pursuant to the special resolution approved in the last annual general meeting the Company sold it entire stake in
REMCO to Mr. Arif Habib at its book value i.e. Rs. 2,499,950 during the year.

Investment in ASML (unquoted) represents Rs. 49.725 million (2009: Rs. 49.725 million) fully paid ordinary
shares of Rs. 10 each, representing 25% (2009: 25%) of ASMLs paid up share capital as at 30 June 2010. Book
value based on net assets, as per unaudited financial statements, as at 30 June 2010 is Rs. 8.12 per share (2009:
Rs. 8.84 per share). During the year, the Company did not subscribe (2009: Rs. 4.925 million) any right shares. The
plant errection is expected to complete by the end of year 2010.

Investment in RMFBL (unquoted) represents 3.801 million (2009: 1.901 million) fully paid ordinary shares of
Rs.10 each, representing 19.01% (2009:19.01%) of RMFBL's paid up share capital as at 30 June 2010. Book value
based on net assets, as per unaudited financial statements, as at 30 June 2010 is Rs. 2.99 per share (2009: Rs.3.86
per share).

11.1.10 Investment in TPL (unquoted) represents 3 million (2009: 3 million) fully paid ordinary shares of Rs.10 each,

representing 10% (2009: 10%) of TPL's paid up share capital as at 30 June 2010. Book value based on net assets,
as per unaudited financial statements, as at 30 June 2010 is Rs. 5.53 per share (2009: Rs. 7.02 per share).
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11.1.11 Investmentin SBL (unquoted) represents 0.010 million (2009: 0.010 million) fully paid ordinary shares of Rs. 100

11.2.1

11.2.2

11.2.3

11.3.1

11.3.2

11.4

each, representing 4.65% (2009: 4.65%) of SBL's paid up share capital as at 30 June 2010.

Investment in PFL (unquoted) represents 135 million (2009: 135 million) fully paid ordinary shares of Rs. 10
each, representing 30% (2009: 30%) of PFL's paid up share capital as at 30 June 2010, having cost of Rs. 1,324.332
million (2009: Rs. 1,324.332 million). Fair value per share as at 30 June 2010 is Rs. 91.56 (2009: Rs. 82.35). Book
value based on net assets, as per unaudited financial statements, as at 30 June 2010 is Rs. 33.06 per share (2009:
Rs. 29.94 per share). During the year; Company received Nil (2009: 45 million) fully paid ordinary shares as bo-
nus.

Investment in FFCL (quoted in March 2010) represents 247.5 million (2009:112.5 million) fully paid ordinary
shares of Rs. 10 each, representing 12.375% (2009: 12.59%) of FFCL's paid up share capital as at 30 June 2010,
received as specie distribution from its parent company PFL. Fair value per share as at 30 June 2010 is Rs. 12.53
(2009: Rs. 11.10). Book value based on net assets as per unaudited financial statements as at 30 June 2010 is Rs.
10.18 per share (2009: Rs. 22.197 per share).

Investment in SDPL (unquoted) represents 15.867 million (2009: 11.155 million) fully paid ordinary shares of
Rs. 10 each, representing 27.83% (2009: 24.90%) of SDPL’s paid up share capital as at 30 June 2010, having an
aggregate cost of Rs. 269.451 million (2009: Rs. 198.339 million). Fair value per share as at 30 June 2010 is Rs.
16.96 (2009: Rs. 30.79). Book value based on net assets, as per unaudited financial statements, as at 30 June 2010
is Rs. 11.49 per share (2009: Rs. 9.74 per share). During the year, Company subscribed 4.713 million (2009: 9.082
million) right shares.

Investment in AACIL (quoted) represents 68.514 million (2009: 46.304 million) fully paid ordinary shares of
Rs. 10 each, representing 37.47% (2009: 25.32%) of AACIL share capital as at 30 June 2010, having cost of Rs.
611.508 million (2009: Rs. 461.115 million). During the year, Company purchased 22.210 million (2009: 27.104
million) ordinary shares from market at an average cost of Rs. 6.77 (2009: Rs. 6.98) per share. Market value per
share as at 30 June 2010 is Rs.3. 59 (2009: Rs.7), whereas book value based on net assets, as per unaudited finan-
cial statements, as at 30 June 2010 is Rs. 5.83 per share (2009: Rs.8.35 per share).

The Company in accordance with Securities and Exchange Commission SRO 150(1)/2009 dated 13 February
20009, transferred to profit and loss account Rs. 71.091 million (2009: Rs. 68.493 million) after price adjustment
as at 31 December 2009 on account of impairment in AACIL shares on 30 June 2009.

Investment in THCCL (quoted) represents 7.744 million (2009: 7.744 million) fully paid ordinary shares of Rs. 10
each, representing 9.71% (2009: 9.71%) of THCCL share capital as at 30 June 2010, having cost of Rs. 172.805
million (2009: Rs. 172.805 million). Market value per share as at 30 June 2010 is Rs.20.88 (2009: Rs.19.87),
whereas book value based on net assets, as per unaudited financial statements, as at 30 June 2010 is Rs. 9.73 per
share (2009: Rs. 9.66 per share).

The Company also measures unquoted equity instruments at fair value using valuation techniques under the
guidelines of IAS 39 - “Financial Instruments: Recognition and Measurement”. The investments in other 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 specific inputs and other related factors are measured at cost.
However, the carrying amount of these investments approximate their air value. These are Company’s strategic
investments and Company does not intend to dispose them off in near future.
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11.4.1 Valuation techniques and key assumptions used for the remeasurement of following unquoted investments at
fair value are as under (the management estimates that changing any such assumptions to a reasonably possible
alternative, would not result in significantly different fair values):

Key assumptions
Long Long | Weighted |Projection .
. Name of Year term term average | period Valuqtlon Othel_'
investment growth |returnon| costof | (years) techniques assumptions
rate equity | capital used
Discounted Market based
2010 | 5.00% | 18.77% | 16.75% 8 cash flows operational
Pakarab (DCF) assumptions
Fifrtrllllltz ee CI{ S Discounted Market based
2009 | 5.00% | 18.77% | 16.40% 8 cash flows operational
(DCF) assumptions
Market based
Sweetwater || 2010 | 525% | 25.00% | 25.00% | 10 Free cash flows operational
Dairies assumptions
Pakistan
(Private) Discounted Market based
Limited 2009 | 2.50% | 25.00% | 25.00% 10 cash flows operational
(DCF) assumptions
Fatima 2010 - - - - - Quoted Price
Fertilizer
Cﬁﬁﬁiréy Discounted Market based
2009 | 4.00% | 25.00% | 17.20% 10 cash flows operational
(DCF) assumptions
12. LONG TERM DEPOSITS 2010
Security deposit with Central Depository Company of
Pakistan Limited 4,090 4,090
Security deposits with cellular phone companies 40,500 40,500
Security deposit with First Habib Modaraba 121 745,600 -
Rupees 790,190 44,590
12.1. The Company deposited Rs. 0.746 million with First Habib Modaraba for two cars obtained under Ijarah lease

arrangements.
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13. LOANS AND ADVANCES - unsecured
Considered good
Advance for new investment 13.1
Advance against expenses
To related parties:
Aisha Steel Mills Limited 13.2
Arif Habib Investments Limited 13.3
Pakistan Private Equity Management Limited
Memon Health and Education Foundation
Al-Abbas Cement Industries Limited 13.4
Provision for doubtful debts
- Balance as at 1 July
- Reversal / (provision) during the year
- Balance as at 30 June
Rupees
13.1  This represents amount paid as deposit money against due diligence process regarding acquisition of a company
in aviation industry. The advance deposit money shall be adjusted on the successful completion of due diligence
or refunded if the proposal is declined.
13.2  This represents amount paid as loan carrying markup @ 15%, repayable within 12 months. Being a group com-
pany, no collateral was obtained.
13.3  This represents amount paid as loan carrying markup upto 6 months KIBOR plus 2 %, repayable within 12
months. Being a group company, no collateral was obtained.
134  The Company has given an advance to Al-Abbas Cement Industries Limited to subscribe for prospective right is-
sue of shares of the said company.
13.5  Maximum balance due from related parties is Rs. 25 million (2009: Rs. 12.188 million).
14 OTHER RECEIVABLES
Considered good:
Accrued markup on receivables from Suroor
Investments Limited 14.1
Accrued profit on bank deposits
Due from related parties
- Accrued markup on loan to ASML 13.2
- Accrued markup on loan to AHIL 13.3
- Receivable from SWDL 14.2
- Receivable from Arif Habib Real Estate Services
(Private) Limited 14.3
Others
Rupees
14.1  The markup pertains to the amount that was due to be received on disposal of the Company’s former subsidiary,
Arif Habib Bank Limited. The bank was sold to Suroor Investment Limited at Rs. 9 per share.
The Company has received sales proceeds in full.
14.2  This represents payment made on traveling for attending board meetings of Sweetwater Dairies Pakistan (Pri-
vate) Limited, an associated company, and shall be reimbursed by the associated company.
14.3

2010

2010

70,000,000 -
635,000 e
10,000,000 -
15,000,000 5

- 12,188,785

- 15,000,000
173,000,000 £
268,635,000 27,188,785
(12,188,785) .
12,188,785 (12,188,785)

- (12,188,785)
268,635,000 15,000,000

108,244,291 -
- 68,400

12,329 =
601,520 =
476,348 178,612
2,903,071 =
1,816,500 1,699,000
114,054,059 1,946,012

This represents balance outstanding on account of adjustment of expense sharing which has been duly paid by
the associate, Arif Habib Real Estate Services (Private) Limited (AHRSPL), subsequent to balance sheet date.




Annual Report 2010 Financial Statements

Notes to the | tatements |

For the year ended 30 June 2010

15. SHORT TERM INVESTMENTS 2010
At fair value through profit or
loss - held for trading 15.1
Investment in quoted equity securities 2,671,030,564 2,303,099,026
Investment in closed-end mutual funds 667,010,384 241,277,749
Rupees 3,338,040,948 2,544,376,775
15.1  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 finance facilities having a market value of Rs. 1,203.931 million (2009: Rs. 2,395.50
million).
15.2  Reconciliation of gain / (loss) on remeasurement of investments 2010
at fair value through profit or loss - held for trading
Cost of investment 4,814,446,429 5,100,722,491
Unrealised (loss) / gain:
Balance as at 1 July (2,556,345,716) 168,704,583
Unrealised gain / (loss) for the year 1,079,940,235 (2,725,050,299)
Balance as at 30 June (1,476,405,481) (2,556,345,716)
Rupees 3,338,040,948 2,544,376,775
16. CASH AND BANK BALANCES
With banks in:
Current accounts
- Inlocal currency 3,422,723 14,766,840
- In foreign currency 3,122,565 3,753,243
6,545,288 18,520,083
Deposit accounts 30,195 119,449
16.1 6,575,483 18,639,532
Cash in hand 30,365 20,000
Banking instrument in hand 823,730 -
Rupees 7,429,578 18,659,532
16.1  The balance in deposit accounts carry markup ranging from 5% to 8% per annum (2009: 5% to 8% per annum).
It includes Rs. 0.03 million (2009: Rs. 12.711 million) in current and deposit accounts with Arif Habib Bank Lim-
ited.
17. ASSET CLASSIFIED AS HELD FOR SALE
In 2009, the Company’s investment in Arif Habib Bank Limited (AHBL) was classified as held for sale following the
signing of share purchase agreement (SPA) between the Company and Suroor Investments Limited (SIL) for sale
of the entire shareholding in AHBL. The Company received full payment from SIL for this sale during the year and
the shares of AHBL were transferred to SIL after completion of all conditions for sale.
2010
18. OPERATING REVENUE
Dividend income 18.1&18.2 1,481,422,729 230,939,160
Mark-up on loans and advances 153,913,683 74,575,593
Mark-up on bank deposits 1,581,693 9,010,441

Return on term finance certificates 2,347,060

Rupees 1,636,918,105 316,872,254
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18.1  This includes cash dividend received from subsidiary companies amounting to Rs. 33.750 million (2009: Rs.
90.134 million).
18.2  The Company received dividend from Pakarab Fertilizers Limited, in the form of shares of Fatima Fertilizers Com-
pany Limited, the face value of which is Rs. 1,350 million.
18.3  Operating revenue is not subject to trade or any other type of discount.
19.  LOSS ON SALE OF SECURITIES - net
Gain on sale of securities 338,986,361 141,681,445
Loss on sale of securities (478,952,876) (619,201,172)
Rupees (139,966,515) (477,519,727)
20. GAIN / (LOSS) ON REMEASUREMENT OF INVESTMENTS - net
Gain on remeasurement of investment in
associates - at fair value through profit or loss 1,600,093,816 2,386,681,184
Gain / (loss) on remeasurement of investments - at fair
value through profit or loss (held for trading) 15.2 1,079,940,235 (2,725,050,299)
Rupees 2,680,034,051 (338,369,115)
21. OPERATING AND ADMINISTRATIVE EXPENSES
Salaries and benefits 21.1 16,472,317 6,562,566
C.D.C charges 1,395,036 6,561,414
Advertisement and business promotion 2,397,250 5,777,441
Legal and professional charges 4,009,893 6,621,378
Rent, rates and taxes 11,867,284 4,743,771
Fees and subscription 612,970 3,915,582
Travel and conveyance 2,242,626 3,521,333
Depreciation 10 10,431,483 1,742,851
Share transfer expenses - 2,975,348
Printing and stationery 2,646,866 1,827,850
Donations 21.2 21,250,356 4,019,000
Impairment loss on investments 11 71,091,000 105,503,477
Bad debts expense 13 - 12,188,785
Auditors’ remuneration 21.3 867,500 1,096,000
Communication 940,147 848,202
General expenses 239,978 230,760
Meeting expenses 296,313 226,400
Insurance 543,999 194,496
Power 1,963,641 135,738
Entertainment 605,378 94,070
Repairs and maintenance 1,171,675 53,975
E.O.B.I. contribution 27,120 19,800
Ujrah payments 214 162,740 -
Workers’ Welfare Fund 7.2 76,173,396 -
Rupees 227,408,968 168,860,237
21.1  Thisincludes Company’s contribution to defined contribution plan amounting to Rs.1.112 million (2009: Rs.0.430

million).
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21.2  Directors or their spouses had no interestin donees’ fund, except Mr. Arif Habib (CEO and Director of the Company).
He is trustee in two of the donee institutions, Fatimid Foundation and Memon Health and Education Foundation.

21.3 Auditors’ remuneration 2010

Audit fee

- KPMG Taseer Hadi & Co. 625,000 400,000

- Rahman Sarfaraz Rahim Igbal Rafiq - 400,000

Certification including interim review

- KPMG Taseer Hadi & Co. 237,500 135,000

- Rahman Sarfaraz Rahim Igbal Rafiq - 135,000

Out of pocket 5,000 26,000
Rupees 867,500 1,096,000

214  Ujrah payments

The Company entered into [jarah arrangement with First Habib Modaraba for lease of 3 vehicles for monthly rent-
als of Rs. 80,870 for 4 years. Following are the future ujrah payments under the agreement:

Not later Later than one Later than five
thanone year butnotlater years
year than five years
Total of future ujrah payments under
the agreement Rupees 970,440 2,749,580 -
22.  OTHERINCOME 2010
Reversal of provision for doubtful debts 22.1 12,188,785 15,000
Exchange gain on foreign currency bank balances 193,335 584,114
Rupees 12,382,120 599,114

22.1  Duringthe year, the Company received Rs.12.188 million from PPEML which were written off in the previous year
as shown in note 13.

23.  FINANCE COST 2010
Mark-up on short term borrowings 23.1 229,159,443 455,525,966
Bank charges 302,962 588,751
Rupees 229,462,405 456,114,717

23.1  Thisincludes markup on short term borrowing from Arif Habib Bank Limited and Mr. Arif Habib, the CEO amount-
ing to Rs. 3.811 million (2009: Rs. 1.416 million) and Rs. 50.179 million (2009: Rs. 82.050 million) respectively.

24.  TAXATION
For the year
- Current 867,047 -
- Deferred (66,836,153) 640,056,571
Prior year - (5,715,522)
(65,969,106) 634,341,049
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24.2

24.3

The Company has incurred tax loss for the year and has therefore, recorded tax charge in accordance with the
provisions of ‘minimum tax’ under section 113 of the Income Tax Ordinance, 2001.

Relationship between accounting profit / (loss) and tax expense

Income tax assessments of the Company have been finalised upto Tax Year 2005 (Accounting year 2005). How-
ever, deemed assessments made u/s 120 of the Income Tax Ordinance, 2001 relating to Tax Years 2006 to 2008
have been subsequently amended u/s 122 (5A) of the Income Tax Ordinance, 2001. The Company has filed ap-
peals before the Commissioner Inland Revenue (Appeals - I), Karachi, in respect of each of the said amendments.
All such appeals are still pending. According to the Company’s tax advisor, neither does any matter involve any
potential financial exposure nor is any unfavourable outcome expected, which could raise any claim on the Com-

pany.

Income tax assessment for the Tax Year 2009 has been deemed to be finalised u/s 120 of the Income Tax Ordi-
nance, 2001.

Relationship between accounting profit / (loss) and tax expense

The relationship between tax expense and accounting profit has not been presented in these financial statements
as the total income falls under minimum tax regime of the Income Tax Ordinance, 2001.

25.

25.1

25.2

26.

26.1

26.2

EARNINGS / (LOSS) PER SHARE - BASIC AND DILUTED 2010
Basic earnings / (loss) per share

Profit / (loss) after tax Rupees 3,798,465,494 (2,768,927,737)

Weighted average number of ordinary shares Number 375,000,000 375,000,000

Earning / (loss) per share - Basic and Diluted Rupees 10.13 (7.38)

Diluted earnings per share

Diluted earnings per share has not been presented as the Company does not have any convertible instruments in
issue as at 30 June 2010 and 30 June 2009 which would have any effect on the earnings per share if the option to
convert was exercised.

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND OTHER EXECUTIVES

For the purpose of disclosure those employees are considered as executives whose basic salary exceeds five hun-
dred thousand rupees in a financial year.

The aggregate amounts charged in these financial statements in respect of remuneration including benefits to the
Chief Executive, Directors and Executives of the Company are given below:

Chief Executive Other Executives
2010 m:ﬂ:-
Managerial remuneration 8,400,000 2,800,000 3,260,000 2,160,000
Contribution to provident fund 754,548 225,516 262,209 164,039
Bonus 700,000 - 210,000 150,000
Other perquisites and benefits 960,000 320,000 488,750 -
Total Rupees 10,814,548 3,345,516 4,220,959 2,474,039

Number of person(s) 1 1 3 2
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26.3  The aggregate amount charged to these financial statements in respect of directors’ fee paid to three directors
(2009: two) was Rs. 0.296 million (2009: Rs. 0.135 million). During the year, none of the directors except CEO was
drawing any salary on account of managerial remuneration.

26.4  Besides the above, group insurance and medical facilities under insurance coverage were provided to the above
mentioned personnel.

26.5 The Chief Executive and one of the Executive have been provided with free use of Company maintained vehicles
in accordance with the Company’s policy.

27. CASH GENERATED FROM OPERATIONS

2010

Profit / (loss) before tax

3,732,496,388 (2,134,586,688)
Adjustments for:
Depreciation 10,431,483 1,742,851
Provision for leave encashment 669,346 -
Dividend income (1,481,422,729) (230,939,160)
Mark-up on bank balances, loans and advances
and term finance certificates (155,495,376) (85,933,094)
Exchange gain on foreign currency bank balances - (584,114)
Impairment loss on investments 71,091,000 105,503,477
Impairment loss on asset classified as held for sale - 1,011,194,260
Reversal of doubtful debts - (15,000)
Bad debt expense - 12,188,785
Gain on sale of shares of AHIL - (133,203,947)
Provision for Workers’ Welfare fund 76,173,396 -
Gain on remeasurement of investment in associates (1,600,093,816) (2,386,681,184)
Finance cost 229,159,443 456,114,717
(2,849,487,253) (1,250,612,409)
Operating profit / (loss) before working capital changes 883,009,135 (3,385,199,097)
Changes in working capital
(Increase) / decrease in current assets
Trade debts - 3,510,576
Loans and advances (253,635,000) -
Prepayments 37,306 (112,906)
Other receivables (3,318,307) (178,612)
Short term investments (793,664,173) 3,229,947,381
Decrease in current liabilities
Trade and other payables (108,422,522) (212,228,456)
(1,159,002,696) 3,020,937,983
Cash used in operations Rupees (275,993,561) (364,261,114)
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29.

29.1

CASH AND CASH EQUIVALENTS 2010

Cash and bank balances 16 7,429,578 18,659,532
Short term borrowings 8 (620,235,048) (2,632,515,667)

Rupees (612,805,470) (2,613,856,135)
FINANCIAL INSTRUMENTS

The Company has exposures to the following risks from its use of financial instruments:

- Creditrisk
- Liquidity risk
- Market risk

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

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 and Other receivables. Out of
the total financial assets of Rs. 23,261.027 million (2009: Rs. 19,124.566 million), the financial assets which are
subject to credit risk amounted to Rs. 387.712 million (2009: Rs. 35.65 million).

To manage exposure to credit risk in respect of loans and advances, management performs credit reviews taking
into account the borrower’s financial position, past experience and other factors. Loans terms and conditions are
approved by the 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 contractual obligation to be similarly
effected by the changes in economic, political or other conditions. The Company believes that it is not exposed to
major concentration of credit risk.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to

credit risk at the balance sheet date is:
2010

Long term deposits 44,590 44,590
Loans and advances 268,000,000 15,000,000
Other receivables 112,237,559 1,946,012
Cash and bank balances 7,399,213 18,659,532

Rupees 387,681,362 35,650,134

The Company 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.

The age analysis of loans, advances and other receivable is as follows:

2010

Not past due 380,237,559 16,946,012
Past due 1-30 days - -
Past due 30-150 days - -
Past due 150 days

Rupees 380,237,559 16,946,012
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The credit quality of loans, advance and other receivable can be assessed with reference to external credit ratings

as follows:
Rating Rating
Short term Long term Agency 2010 2009

Al-Abbas Cement Industries Limited - - - 173,000,000 -
Suroor Investment Limited A-2 A JCR-VIS 108,244,291 -
Princely Jets (Private) Limited - - - 70,000,000 -
Arif Habib Investments Limited A-1 A PACRA 15,601,520 -
Aisha Steel Mills Limited - - - 10,012,329 -
Sweetwater Dairies Pakistan (Private)

Limited - - - 476,348 178,612
Arif Habib Real Estate Services (Private)

Limited - - - 2,903,071 -

Advance to Princely Jets (Private) Limited is secured by demand promissory note and is refundable as per Memo-
randum of Understanding signed on 24 May 2010. Further; Rs. 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 Company’s bank balances can be assessed with reference to external credit ratings as follows:

Rating Rating
Short term Long term Agency 2010 2009

Allied Bank Limited A+ AA PACRA 294,936 294,076
Arif Habib Bank Limited A2 AA JCR-VIS 41,016 12,711,459
Askari Commercial Bank Al+ AA PACRA 8,760 9,400
Atlas Bank Limited A2 A- PACRA 100,000 100,000
Bank Alfalah Limited Al+ AA PACRA 5,258 29,407
Bank AL-Habib Limited Al+ AA+ PACRA 397,459 394,264
Barclays Bank Ltd. Al+ AA- Standard & Poor’s 500,000 -
Faysal Bank Limited Al+ AA PACRA & JCR-VIS 23,475 23,475
First Women Bank A2 BBB+ PACRA 50,000 50,000
Habib Bank Limited Al+ AA+ JCR-VIS 185,329 25,000
Habib Metropolitan Bank Limited Al+ AA+ PACRA 1,768 2,201
KASB Bank Limited A2 A- PACRA 63,877 64,602
MCB Bank Limited Al+ AA+ PACRA 3,826,150 2,997,072
National Bank of Pakistan Al+ AAA JCR-VIS 252,172 302,530
NIB Bank Limited Al+ AA- PACRA 40,951 39,133
Soneri Bank Limited Al+ AA- PACRA 99,800 100,000
Standard Chartered Bank Limited Al+ AAA PACRA 216,001 991,349
The Bank of Punjab Al+ AA- PACRA 1,495 1,795
United Bank Limited Al+ AA+ JCR-VIS 467,037 467,037
The movement in the allowance for impairment is as follows:

Opening balance 12,188,785 12,930,523
(Reversal) / provision during the year (12,188,785) 12,173,785
Written off - (12,915,523)
Closing balance Rupees - 12,188,785

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.
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29.2

29.3

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations arising from its finan-
cial liabilities that are settled by delivering cash or another financial asset, or that such obligations will have to
be settled in a manner disadvantageous to the Company. Prudent liquidity risk management implies maintain-
ing sufficient cash and marketable securities and the availability of adequate funds through committed credit
facilities. The Company finances its operations through equity, borrowings and working capital with a view to
maintaining an appropriate mix between various sources of finance to minimize risk. The management aims to
maintain flexibility in funding by keeping regular committed credit lines.

On the balance sheet date, Company has cash and bank balance and unutilized credit lines of Rs. 7.429 million
(2009: Rs. 18.660 million) and Rs. 2,359.763 million (2009: Rs. 3,197.484 million) as mentioned in note 16 & 8.

The following are the contractual maturities of financial liabilities, including estimated interest payments on an
undiscounted cash flow basis:

2010
Carrying Contractual Upto one year More than one
amount cash flows year
Financial liabilities
Trade and other payables 1,731,767 5,451,849 2,702,207 2,749,580
Short term borrowings 620,235,048 664,688,462 664,688,462 -
Rupees 621,966,815 670,140,311 667,390,669 2,749,580
2009
Carrying Contractual Upto oneyear More than one
amount cash flows year
Financial liabilities
Trade and other payables 110,154,289 110,154,289 110,154,289 -
Short term borrowings 2,632,515,667 2,723,305,867 2,723,305,867 -

Rupees  2,742,669,956 2,833,460,156 2,833,460,156 =

The future interest related cash flows depends on the extent of utilisation of running finance facilities and the
interest rates applicable at that time.

Market risk

Market risk means that the fair value or future cash flows of a financial instrument will fluctuate because of chang-
es 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 Company’s business activities are interest /
Mark-up rate risk and price risk. The Company is not exposed to material currency risk.

Foreign exchange risk management

Foreign currency risk arises mainly where receivables and payables exist due to transactions in foreign currencies.
Currently, the Company’s foreign exchange risk exposure is restricted to long term equity investments and bank
balances in foreign currency. As such the Company 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 Dirhams. The management believes that the
Company’s exposure emanating from any fluctuations in the foreign currencies does not require to be hedged.

Financial assets and liabilities exposed to foreign exchange rate risk amounts to Rs. 77.089 million (2009: Rs.
76.896 million) and Rs. Nil (2009: Nil) respectively, at the year end.
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Sensitivity analysis

For the purpose of foreign exchange risk sensitivity analysis, it is observed that in the financial year the local cur-
rency has weakened against US Dollars and UAE Dirham by approximately 5.2% and 5.3% respectively. Subse-
quent to the balance sheet date and till the authorization of these financial statements a further decline of 0.05%
and 0.08% respectively, have been observed. During the year, the above decline has resulted in a gain on foreign
currency translation of Rs.0.193 million that is recognized in profit and loss account, therefore the Company is
not significantly exposed to foreign currency risk. Further, there are no commitments or outstanding derivative
contracts in foreign currency at the balance sheet date.

The following table summarizes the financial assets as of 30 June 2010 and 30 June 2009 that are subject to for-
eign currency risk and shows the estimated changes in the value of financial assets (and the resulting change in
profit and loss account) assuming changes in the underlying exchange rates applied immediately and uniformly
across all currencies. The changes in value do not necessarily reflect the best or worst case scenarios and actual
results may differ. The analysis assumes that all other variables, in particular interest rate, remain constant. Ru-
pees are in millions.

Fair Estimated fair value assuming a hypothetical percentage increase /
value of (decreases) in the value of foreign currencies versus Pak Rupee
net assets -20% -10% -1% 1% 10% 20%
30 June 2010 77.09 61.67 69.38 76.32 77.86 84.80 92.51
30 June 2009 76.90 61.52 69.21 76.13 77.66 84.59 92.28

Interest / mark-up rate risk

Interest / mark-up rate risk is the risk that value of a financial instrument or future cash flows of a financial instru-
ment will fluctuate due to changes in the market interest / mark-up rates. Sensitivity to interest / mark-up rate
risk arises from mismatches of financial assets and liabilities that mature or re-price in a given period. The Com-
pany manages these mismatches through risk management strategies where significant changes in gap position
can be adjusted. The short term borrowing and loans and advances by the Company 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 profile of the Company’s significant interest bearing financial instru-
ments was as follows:

2010 2009 2010 2009
Effective interest rate (in %) Carrying amounts (in Rupee)
Financial assets
Loans and advances 14.35% to 15% 18% 25,000,000 12,188,785
Cash and bank balances 5% to 8% 5% to 8% 30,195 119,449
Financial liabilities

Short term finance 13.34%t015.27%  13.5%to18% 620,235,048 2,632,515,667
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Sensitivity analysis

The Company does not account for any fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore, a change in interest rate will not effect fair value of any financial instrument. For cash flow sensitivity
analysis of variable rate instruments a hypothetical change of 100 basis points in interest rates at the balance
sheet date would have decreased / (increased) profit for the year by the amounts shown below.

Itis assumed that the changes occur immediately and uniformly to each category of instrument containing inter-
estrate risk. Variations in market interest rates could produce significant changes at the time of early repayments.
For these reasons, actual results might differ from those reflected in the details specified below. The analysis as-
sumes that all other variables remain constant.

Profit and loss 100 bps
Increase Decrease
As at 30 June 2010
Cash flow sensitivity-Variable rate financial liabilities (1,497,625) 1,497,625
Cash flow sensitivity-Variable rate financial assets 23,014 (23,014)
As at 30 June 2009
Cash flow sensitivity-Variable rate financial liabilities (4,555,260) 4,555,260

Cash flow sensitivity-Variable rate financial assets - -

Price risk

Price risk represents the risk that the fair value of a financial instrument will fluctuate 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 specific to the individual financial instrument or its issuer; or factors affecting all or similar
financial instruments traded in the market. Company is exposed to equity price risk since it has investments in
quoted equity securities amounting to Rs. 6,846.876 million (2009: Rs. 3,033.378 million) at the balance sheet
date.

The Company’s strategy is to hold its strategic equity investments for long period of time. Thus, Company’s man-
agement is not concerned with short term price fluctuations with respect to its strategic investments provided
that the underlying business, economic and management characteristics of the investee remain favourable. Com-
pany strives to maintain above leverage levels of shareholders’ capital to provide a margin of safety against short
term equity price volatility. Company manages price risk by monitoring exposure in quoted equity securities and
implementing the strict discipline in internal risk management and investment 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 fluctuation and consequently the amount realized in the sub-
sequent sale of an investment may significantly 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, amount realized in 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 inclined by

35.74% during the financial year. Subsequent to the balance sheet date and till the date of authorization of these
financial statements a further incline of 6.48% in the KSE 100 Index has been observed.
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The table below summarizes Company’s equity price risk as of 30 June 2010 and 2009 and shows the effects of
a hypothetical 30% increase and a 30% decrease in market prices as at the year end. The selected hypothetical
change does not reflect 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 Company’s
equity investment portfolio. Rupees are in millions.

Fair Value Hypothetical Estimated Hypothetical Hypothetical
price change fair value increase / increase
after (decrease) in (decrease) in
hypothetical shareholders’ profit / (loss)
change in equity before tax
prices
30 June 2010 6,846.88 30% increase 8,900.94 122.30 1,931.76
30% decrease 4,792.81 (122.30) (1,931.76)
30 June 2009 3,022.38 30% increase 3,929.09 143.40 763.31
30% decrease 2,115.66 (143.40) (763.31)
Other market risk

Management believes that unless more sophisticated and comprehensive disclosure of sensitivity analysis is giv-
en for each type of market risk to which the Company 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 conomics, might remain unrepresentative to the financial state-
ments readers for the risk inherent in the financial instruments.

Fair value of financial instruments

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

Fair values versus carrying amounts

The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance sheet,
are as follows:

30 June 2010 30 June 2009
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial Assets
Long term investments 19,535,274,470 19,535,274,470 3,356,517,404 3,356,517,404
Short term investments 3,338,040,948 3,338,040,948 2,544,376,775 2,544,376,775
Long term deposits 44,590 44,590 44,590 44,590
Loans and advances 268,000,000 268,000,000 15,000,000 15,000,000
Other receivables 112,237,559 112,237,559 1,946,012 1,946,012
Cash and bank balances 7,429,578 7,429,578 18,659,532 18,659,532
Rupees  23,261,027,145 23,261,027,145 5,936,544,313 5,936,544,313
30 June 2010 30 June 2009
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial liabilities
Interest/mark-up accrued
on short term borrowings 21,011,622 21,011,622 90,790,200 90,790,200
Trade and other payables 1,731,767 1,731,767 110,154,289 110,154,289
Short term borrowings 620,235,048 620,235,048 2,632,515,667 2,632,515,667
Rupees 642,978,437 642,978,437 2,833,460,156 2,833,460,156
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Valuation of financial instruments

In case of equity instruments, the Company measures fair value using the following fair value hierarchy that re-
flects the significance 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 significant unobservable inputs. This category includes all instruments where
the valuation technique includes inputs not based on observable data.

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

Valuation techniques used by the Company include discounted cash flow model. Assumptions and inputs used in
valuation techniques 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 reflects the
price of the financial instrument at the balance sheet date that would have been determined by market partici-
pants acting at arm’s length.

Valuation models for valuing securities for which there is no active market requires significant unobservable in-
puts and a higher degree of management judgement and estimation in the determination of fair value. Manage-
ment judgement and estimation are usually required for selection of the appropriate valuation model to be used,
determination of expected future cash flows on the financial instrument being valued and selection of appropri-
ate 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 2010 Level 1 Level 2 Level 3 Total
Financial assets at fair value

through profit or loss

Equity securities Rupees 6,439,215,948 - 12,630,050,855 19,069,266,803

Available-for-sale financial assets

Equity securities Rupees 407,660,224 - - 407,660,224

During the financial year ended 30 June 2010, an equity security, Fatima Fertilizer Company Limited with a carry-
ing amount of Rs. 3,101.175 million, was transferred from Level 3 to Level 1 because Fatima Fertilizer Company
Limited was listed on stock exchange during the year.

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

Unlisted
equity
30 June 2010 investment
Balance at 1 July 12,710,020,469
Total gains and losses recognized in profit or loss:

- included within gain on remeasurement of investment 1,600,093,816
Purchases / shares received as specie 1,421,111,570
Sale -
Transfer out of level 3 (3,101,175,000)

Balance at 30 June Rupees 12,630,050,855
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Unlisted
equity
30 June 2010 investment
Total gains or losses recognized in profit or loss for assets and liabilities held at the end of the reporting period:
- included within gain on remeasurement of financial instruments at fair value through profit or loss 2,680,034,051
- included in unrealized gain on available for sale in other comprehensive income (220,734,052)

Rupees 2,459,299,999
During the year ended 30 June 2010, the Company did not acquire shares of any new entity.
Although the Company 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 assumptions
used to reasonably possible alternative assumptions would have the following effects:

Effect on profit or loss
favourable (unfavourable)
30 June 2010
Equity securities Rupees 15,300,509 (15,300,509)
c) Accounting classifications and fair values

The table below provides reconciliation of the line items in the Company’s statement of financial position to the categories of financial

instruments.
Designated
atfair value Cost Total
through Loans and Available / amortized carrying
30 June 2010 Trading profitorloss receivables for Sale cost amount
Financial Assets
Cash and bank balances - - - - 7,429,578 7,429,578
Pledged investments 1,203930,679 - - 305,294,720 180,925,360 1,690,150,759
Non-pledged investments 2,134,110269  15,731,225,855 - 102365504 3215463031 21,183,164,659
Long term deposits - - 44,590 - - 44,590
Loans and advances - - 268,000,000 - - 268,000,000
Other receivables - - 112,237,559 - - 112,237,559
Rupees 3,338,040,948 15,731,225,855 380,282,149 407,660,224 3,403,817969 23,261,027,145
Financial Liabilities
Trade and other payables - - - - 1,731,767 1,731,767
Interest/mark-up accrued
on short term borrowings - - - - 21,011,622 21,011,622
Short term borrowings - - - - 620,235,048 620,235,048
Rupees - - - - 642978437 642978437
30 June 2009
Financial Assets
Cash and cash equivalents - - - - 18,659,532 18,659,532
Pledged investments 2,395,500,000 366,673,280 338,041,835 3,100,215,115
Non-pledged investments 148876,775  12,710,020469 - 111328175 3018475569 15988700988
Long term deposits - - 44,590 - - 44,590
Loans and advances - - 15,000,000 - - 15,000,000
Other receivables - - 1,946,012 - 1,946,012
Rupees 2,544,376,775  12,710,020,469 16,990,602 478001455 3375176936  19,124,566,237
Financial Liabilities
Trade and other payables - - - - 110,154,289 110,154,289
Interest/mark-up accrued
onshort term borrowings - - - - 90,790,200 90,790,200
Shortterm borrowings - - - - 2632515667 2,632,515,667
Rupees 2,833,460,156 2,833,460,156

The financial instruments not accounted for at fair value are those financial assets and liabilities whose carrying amounts approximate at fair value.
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30.

31.

CAPITAL MANAGEMENT

The Board’s policy is to maintain a strong capital base so as to maintain investor; creditor and market confidence,
sustain future development of the business, safeguard the Company’s ability to continue as a going concern in
order to provide returns for shareholders and benefit 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 Company
defines as net profit after taxation divided by total shareholders’ equity. The Board of Directors also monitors the
level of dividend to ordinary shareholders. There were no changes in Company’s approach to capital management
during the year and the Company is not subject to externally imposed capital requirements.

TRANSACTIONS WITH RELATED PARTIES

Related parties comprise of group companies (subsidiaries and associates), directors and their close family mem-
bers, major shareholders of the Company, key management personnel and staff provident fund. Transactions with
related parties are on arm'’s length. Remuneration and benefits to executives of the Company 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 26 to the financial statements.
Transactions with related parties during the year other than those disclosed elsewhere in the financial statements
are given below:

2010

Transactions with subsidiaries

Services availed Rupees 21,051,377 7,905,585
Mark-up on short term running

finance facility Rupees 3,467,846 1,416,644
Mark-up on bank deposit Rupees 1,521,397 5,179,525
Dividend income Rupees 33,750,000 90,133,683
Subscription of right shares Rupees 25,500,000 -
Initial/fresh equity investments Rupees 3,570,937 52,547,580
Loan and advances Rupees 175,000,000 -
Mark-up on loans and advances Rupees 1,417,035 -
Transfer of vehicle at book value Rupees - 1,808,678
Purchase of computers and allied Rupees 79,671 -

Transactions with associates

Initial/fresh equity investment Rupees 150,392,822 189,115,129
Subscription of right shares Rupees 84,411,570 226,849,285
Advance against shares Rupees 173,000,000 -
Payment for capital work in progress Rupees - 43,750,472
Loan and advances Rupees 10,000,000 400,000,000
Mark-up on loans and advances Rupees 12,329 74,575,593
Dividend Income Rupees 1,350,393,120 -
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Transactions with other related parties 2010

- Payment to employees’ provident fund Rupees 1,101,709 430,000
- Mark-up on loan from CEO Rupees - 82,050,173
- Sale of shares Rupees 2,499,950 1,800,413
- Proceeds from sale of vehicle to Mr.

Akmal Jameel Rupees 546,340 -
- Advisory Fee paid to Mr. Akmal Jameel Rupees 150,000 -
- Loan to Javedan Cement Limited Rupees 150,000,000 -
- Mark-up on loans and advances Rupees 5,029,909 -
- Payment of rent and maintenance to

Rotocast Engineering (Pvt) Limited Rupees 18,164,483 -
- Expenses shared with Arif Habib

Real Estate Services (Pvt) Limited Rupees 2,903,071 -

32. DATE OF AUTHORIZATION FOR ISSUE

These financial statements have been authorized for issue on August 11, 2010 by the Board of Directors of the
Company.

33. EVENTS AFTER THE BALANCE SHEET DATE

The Board of Directors in their meeting held on August 11, 2010 also approved specie dividend for the year ended
30 June 2010 at the rate of 30% by distributing 112.50 million shares of Fatima Fertilizer Company Limited hav-
ing face value of Rs. 10 each and fair value of Rs.12.53 each to the shareholders of the Company in the ratio of 3
shares of FFCL for every 10 shares held of Arif Habib Securities Limited. These financial statements do not include
the efffect of this specie dividend, which will be accounted for in the financial statements for the year ending 30
June 2011. The investment in FFCL is being carried at fair value in these financial statements using the quoted
market rate of this investment at the year end.

Subsequent to the year end, the Company has subscribed further shares in an associates, Aisha Steel Mills Limited.
This resulted in parent’s holding in the associate to 37.04%.

34. GENERAL

Corresponding figures have been re-arranged and/or re-classified, wherever necessary, for the purposes of com-
parison and better presentation. Major changes made during the year are as follows:

Re-classified from Re-classified to Note From To Reason
(Rupees)

Other income Operating revenue 18 83,586,034 83,586,034  Better Presentation

)

O an gk =

CHAIRMAN & CHIEF EXECUTIVE DIRECTOR




\
\\ \\
\ N

Audited Consolidated Financial Statements

Arif Habib Securities/Ltd.
For the year ende?ZJune 30, 2010










113

KPMGE Tasesr Hadi & Co, Telephane + 92 {21] 3566 5847
smﬁmmmmz i TR T St
it . Inbarnel  wew KR com Bk
Karachi, 75530 Fakistan

‘Auditors’ Report to the Members |

Wio b aadited the wnesed conselidated financlal stutements comprising consedidated balance shest of Aril Habib
Securites Limited [“the Parent Comgsany™) and its subsidiary comganbes, Arif Habib Limiced (AHL], anf Habib Imoestments
Limniteed [AHIL], Arif Hobib DMOC {AHDY, KM Lanka Holdings (Privave ) Limited (SEML ) and Pokdstan Private Equity Mangge-
mient Limited [PPEML] [ “the Geoup”) @s at 30 |une 2010 ond the related consolidaved prodit and logs account, conseldated
statermanty of comprehemnsive inceme, conselidated cash fow statemsent and conselidated statement of cliangos in equity
togather with the notes farming part thereof for the year then ended, We bave eopress el separate opliden e the fisanckal
staterments of Arif Hablb Securicles Limited and Pakistan Privace Equity Management Limidted. The subsidiaries, Arif Habib
Lapndtedl, ArtfHabdb Investinents Limited and S8 Lanka Holdings | Frovaoe) Limioed were sudiced by sther fems of chartered
aveeuntants, whose reports have been furnlabed s and our opdaion, nose ferag o eelates teche amounts included for such
comgeanbes, 18 based solely on the reports of such othuer auditors, These financial statements are the responsibilicy of the
PFarent Company's manigement. Bur responstslity is to expreds an aplnlon on these financlal statements based on our audic

W conducted our andit la accordamce with the auditing standarids as applicable in Pakistan, These standards require tise we
prlan andd pectorm thie audit to obbain reasonsble saurance ghout whether the above sald statements are free of amy materkal
milsataterment. An sudic includes examining, on & test basis, evidence supporting the amaunts and disclosures in the above
sald statements. An audit also includes assesging the accounting policies and signiticant estimates made e managemaont, as
wiell ws, evaluating the overall predentation of the above suld statements, We bellewe that our audie provides o reasonable
bisls For owr apinlon,

I ower coplnion, the comsolideted hsancial statements present fuirly the financeal positien of the Group as at 30 June 2010 and
thee results of s operations, its cash flows, comprehensive meonse and changes in equity for the vear then ended o accor-
dlaince with the approved accounting standards ay applicable in Pakistan

Without quialifplng our oplnien, we dros attentlon to note 31 to the Anancial statements which explains that the financial
information of a subsldiary @nd eoquity sccounted assedlates wers wiaadited,

hee f—"T——

Earachl: August 30, 2010 KPMG Taseer Hadl & Co.
Chartered Accountants
Mohammad Mahmood Hussain




Arif Habib Securities Ltd.

(e ed Balance Sheet

As at 30 June 2010

EQUITY AND LIABILITIES
Share capital and reserves
Authorised share capital

Issued, subscribed and paid-up
share capital
Reserves

Non-controlling interests

Non-current liabilities

Long term loans

Liabilities against assets subject
to finance lease

Deferred taxation

Current liabilities

Trade and other payables

Interest / Mark-up accrued

Short term borrowings

Current portion of long term loans
Provision for taxation

Liabilities classified as held for sale

Contingencies and
commitments

Note 2010

41 10,000,000,000

4.2 3,750,000,000

5 11,159,544,877

14,909,544,877

515,012,001

15,424,556,878

6 183,939,269

7 4,385,569

8 263,791,923

9 416,895,696

10 55,280,439

11 1,217,727,694

6 153,250,000

2,354,617

1,845,508,446

Rupees 17,722,182,085
12

10,000,000,000

3,750,000,000
9,480,434,178

13,230,434,178

2,548,947,229

15,779,381,407
682,607,990

5,091,888

696,680,952
194,568,479
3,908,551,248
53,250,000
1,987,139
26,956,786,000

31,811,823,818

48,278,905,103




Cons

As at 30 June 2010

Annual Report 2010

ed Balance Sheet

ASSETS
Non-current assets

Property and equipment
Intangible assets
Goodwill
Membership cards and licenses
Long term investments
Investment property
Long term loans and
advances - considered good
Long term deposits and prepayments

Current assets

Trade debts

Loans and advances -
considered good

Deposits and prepayments

Advance tax

Other receivables - considered good

Short term investments

Other assets

Cash and bank balances

Assets classified as held for sale

Note 2010

13
14

15
16
17

18
19

20

21
22

23
24

25

Rupees

Consolidated Financial Statements

345,924,089
34,681,348
2,160,310,718
68,655,000
8,818,153,833
61,895,000

18,307,708
36,120,043

1,760,651,188

263,270,015
71,015,733
68,632,877

207,196,507

3,680,869,407

126,498,619

348,830,502
35,754,591
2,160,310,718
46,650,000
7,658,758,006
60,795,000

41,706,714
30,233,372

6,178,134,346

1,546,203,584

127,251,572
60,316,245
56,954,336

176,862,091

3,697,465,086

357,082,445
66,638,043

31,807,092,798

17,722,182,085

37,895,866,200

48,278,905,103

The annexed notes from 1 to 42 form an integral part of these financial statements.

S alITWeN

CHAIRMAN & CHIEF EXECUTIVE
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DIRECTOR




Arif Habib Securities Ltd.

Consoli

ofit and Loss Account

For the year ended 30 June 2010

Operating revenue
Gain / (loss) on sale of securities - net

Gain / (loss) on remeasurement of investments - net

Operating, administrative and other expenses
Operating profit / (loss)

Other income

Finance cost

Share of profit from associates - net of tax
Profit / (loss) before tax

Taxation

Note 2010

26

27

28

29

31

Profit / (loss) after tax from continuing operations Rupees

Discontinued operations
Loss for the year from discontinued operations
Profit / (loss) for the year

Profit / (loss) attributable to:

Equity holders of Arif Habib Securities Limited
From continuing operations
From discontinued operations

Non-controlling interests
From continuing operations
From discontinued operations

Earnings / (loss) per share - basic and diluted
From continuing operations
From discontinued operations

Total

30.1
Rupees

Rupees

30.3
Rupees

32 Rupees

776,506,724
161,657,289
945,893,915

1,884,057,928
(588,828,989)

855,469,588
(580,318,937)
(2,592,368,840)

1,295,228,939
109,754,014

(2,317,218,189)
(1,015,984,021)

1,404,982,953
(392,517,026)

(3,333,202,210)
175,694,681

1,012,465,927
1,059,412,228

(3,157,507,529)
(761,373,005)

2,071,878,155
(278,929,108)

(3,918,880,534)
1,849,504,639

1,792,949,047

(773,157,701)

(2,069,375,895)
490,426

1,019,791,346

(2,068,885,469)

(1,480,321,482)

(3,549,206,951)

1,638,926,532
(75,638,943)

1,563,287,589

(2,064,504,292)
(1,085,648,043)

154,022,515
(697,518,758)

(3,150,152,335)

(543,496,243)

4.37
(0.20)

(4,381,177)
(394,673,439)

4.17

(399,054,616)

(5.51)
(2.90)

(840)

The annexed notes from 1 to 42 form an integral part of these financial statements.

Osyan g

CHAIRMAN & CHIEF EXECUTIVE
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DIRECTOR
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Consolidated ¢ t of Comprehensive Income

For the year ended 30 June 2010

2010

Profit / (loss) for the year 1,563,287,589 (3,150,152,335)

Other comprehensive income / (loss)

Appreciation / (Deficit) on remeasurement of investments
classified as for ‘available for sale’ 115,067,818 (1,143,121,639)

Net effect of translation of net assets of
foreign subsidiary to presentation currency 2,277,357 18,879,440

Other comprehensive income / (loss) for the year 117,345,175 (1,124,242,199)

Total comprehensive income / (loss)
for the year Rupees 1,680,632,764 (4,274,394,534)

The annexed notes from 1 to 42 form an integral part of these financial statements.

)

Qv gdars. ==

CHAIRMAN & CHIEF EXECUTIVE DIRECTOR




Arif Habib Securities Ltd.

Consoll

For the year ended 30 June 2010

Note
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from / (used in) operations 34
Income tax paid
Finance cost paid

Net cash generated from / (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment
Acquisition of intangible assets

Membership cards and licenses

Investment property

Dividend and interest received

Long term investments

Proceeds from sale of property and equipment
Long term loans and advances

Long term deposits

Proceeds from sale of AHBL and REMMCO

Net cash generated from / (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Long term financing

Liability against assets subject to finance lease

Dividend paid

Net cash generated from / (used in) financing activities

Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

ash Flow Statement

2010

1,739,828,271
(31,257,347)
(531,805,066)

1,176,765,858

(390,024,714)
(186,654,550)
(689,619,190)

(522,987,514)
(941,340)
(22,005,000)
(100,000)
169,158,364
(1,096,468,494)
475,224,945
(113,686,749)
(6,886,671)
2,662,529,453

(1,266,298,454)

1,543,836,993

(393,316,500)

17,321,496
(52,000,000)
446,347,158

(1,466,432,348)

(24,578,085)
(3,938,705)

41,331,279

(11,250,000)

(1,476,596,984)

30,081,279

522,307,990
(1,192,587)
(848,716,474)

2,750,684,130
(3,841,913,205)

(327,601,071)

34.1 Rupees

(1,091,229,075)

(3,070,496,509)
(771,416,696)

(3,841,913,205)

The annexed notes from 1 to 42 form an integral part of these financial statements.

Osyan g
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DIRECTOR
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Consolidated S ent of Changes in Equity

For the year ended 30 June 2010

Issued, Reserves Total
subscribed  (Deficit) / surplus Exchange differece General Unappropriated Sub total
andpaidup onremeasurement on translation to reserve profit
share capital  of investments presentation
currency
Balance as at 1 July 2008 3,000,000,000 603,232,838 8168490 4,019,567,665 9,984,074,622 14,615,043,615 17,615,043,615
Total comprehensive (loss) / income
for the year
Loss for the year - - - -1 | 3150,152,335) | | (3,150,152,335)| | (3,150,152,335)
Other comprehensive income
Deficit on remeasurement of investments
dlassified as ‘available for sale’ -| 1(1,143121,639) - - -| | (1,143121,639) | | (1,143,121,639)
Net effect of translation of net assets of
foreign subsidiary to presentation currency - - 18,879,440 - - 18,879,440 18,879,440
- (1,143121,639) 18,879,440 - (3150,152335)  (4,274394534) (4274394,534)
Transactions with owners recorded
directly in equity
Bonus shares issued for the year
ended 30 June 2008 @ 25% 750,000,000 - - - (750,000,000) (750,000,000) -
Cash dividend for the year ended
30 June 2008 - Rs. 1.5 per share - - - - (110214903)  (110214903)  (110,214,903)
Balance as at 30 June 2009 Rupees 3,750,000,000  (539,888,801) 27,047,930 4,019,567,665 5973,707,384 9,480/434,178 13,230434,178
Balance as at 1 July 2009 3,750,000,000 (539,888,801) 27,047,930 4,019,567,665 5973,707,384 9480434,178 13,230,434,178
Total comprehensive income / (loss)
for the year
Profit / (loss) for the year - - - - 1,563,287,589 1,563,287,589 1,563,287,589
Other comprehensive income
Deficit on remeasurement of investments
classified as ‘available for sale’ - 115,067,818 - - - 115,067,818 115,067,818
Net effect of translation of net assets of
foreign subsidiary to presentation currency - 2,277,357 - - 2,277,357 2,277,357
115,067,818 2,277,357 - 1,563,287,589 1,680,632,764 1,680,632,764
Acquisition of non-controlling interests
without change in control - - - - (1,522,065) (1,522,065) (1,522,065)
Balance as at 30 June 2010 Rupees 3,750,000,000 (424,820,983) 29,325,287  4,019,567,665  7,535472908 11,159,544,877 14,909,544,877

The annexed notes from 1 to 42 form an integral part of these financial statements.

Qv gdars. ==

CHAIRMAN & CHIEF EXECUTIVE DIRECTOR




Arif Habib Securities Ltd.

Notes to the ( ed Financial Statements

For the year ended 30 June 2010

1. STATUS AND NATURE OF BUSINESS

Arif Habib Securities Limited (AHSL), the Parent Company, 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 [slamabad Stock Exchanges of Pakistan and is principally engaged in the business of investments in listed and
unlisted securities. The registered office of the Parent Company is situated at Arif Habib Centre, 23 M.T.Khan Road,
Karachi, Pakistan. The Company is domiciled in the province of Sindh.

The consolidated financial statements of AHSL for the year ended 30 June 2010 comprise the Parent company
and following subsidiary companies (the Group), that have been consolidated in these financial statements on a
line-by-line basis. All material inter-company balances, and transactions have been eliminated.

Subsidiaries Shareholding
(including

Name of Company Note indirect holding)

- Arif Habib Limited (AHL) 11 75.15%

- Arif Habib Investments Limited 1.2 60.18%

- Arif Habib DMCC (AHD) 1.3 100.00%

- SKM Lanka Holdings (Private) Limited (SKML) 14 75.00%

- Pakistan Private Equity Management Limited (PPEML) 1.5 85.00%

Additionally, the Parent has long term investments in following associates and these are being carried under eq-

uity accounting:

Associates Shareholding
(including

Name of Company indirect holding)

- Pakarab Fertilizers Limited (PFL) 30.00%

- Aisha Steel Mills Limited (ASML) 25.00%

- Al-Abbas Cement Industries Limited (AACIL) 37.47%

- Thatta Cement Company Limited (THCCL) 9.71%

- Rozgar Microfinance Bank Limited (RMFBL) 19.01%

- Sweetwater Dairies Pakistan (Private) Limited (SDPL) 27.83%

- Fatima Fertilizer Company Limited (FFCL) 25.88%
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Notes to the d Financial Statements

For the year ended 30 June 2010

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 office 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 brokerage, commodities brokerage, [IPO underwriting, advisory
and consultancy services. The shares of AHL have been listed at the Karachi Stock Exchange since 31 January
2007.

During the year, the Parent acquired 57,971 shares in AHL for Rs. 3,570,938. The following summarizes the effect
of changes in the Parent’s ownership interest in AHL:

1.2

1.3

1.4

1.5

2010

Parent’s ownership interest at beginning of the year 860,206,259
Effect of increase in Parent’s ownership interest 78,848,901
Share of comprehensive income 2,048,873
Parent’s ownership interest at end of the year Rupees 941,104,032

Arif Habib Investments Limited (AHIL) was incorporated in Pakistan on 30 August 2000 as a public limited com-
pany under the Companies Ordinance, 1984. The registered office of AHIL is situated at Arif Habib Centre, 23 M.T.
Khan Road, Karachi, Pakistan. It is domiciled in the province of Sindh. AHIL is registered as an Asset Management
Company, Investment Advisor under the Non-Banking Finance Companies (Establishment and Regulation) Rules,
2003 (NBFC) and Pension Scheme Manager under Voluntary Pension System Rules 2005. AHIL is currently act-
ing as Asset Management Company / Investment Advisor / Pension Scheme Manager for the various funds /
schemes.

Arif Habib DMCC (AHD) was incorporated in Dubai, U.A.E. on 24 October 2005 as a limited liability company:. Its
registered office is situated at Dubai Metals and Commodities Center, Dubai, U.A.E. AHD is a wholly owned subsid-
iary of AHSL 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.

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

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 office 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 man-
agement 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 management services.



Arif Habib Securities Ltd.

Notes to the d Financial Statements

For the year ended 30 June 2010

21

2.2

23

2.4

BASIS OF PREPARATION
Statement of compliance

These consolidated financial statements have been prepared in accordance with approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting
Standards (IFRSs) issued by the International Accounting Standards Board as are notified 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 Ordinance, 1984 shall prevail.

Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention, except for cer-
tain investments which are measured at their fair values (as disclosed in note 16 and 24).

Functional and presentation currency

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

Use of estimates and judgments

The preparation of these consolidated financial 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 policies 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 an accounting esti-
mate are recognized 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 ap-
plicable in Pakistan, that have significant effect on the financial statements and estimates and assumptions with a
significant risk of material adjustment in the future periods are included in following notes:

e Useful lives and residual values of property and equipment (note 3.4)
e Provision for taxation (note 3.3)

e (lassification of investments (note 3.8 - 3.8.3)

e Fair value of investments (note 3.8 - 3.8.3)

e Impairment of investments (note 3.7)
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Notes to the d Financial Statements

For the year ended 30 June 2010

2.5

Initial application of a standard, amendment or an interpretation to an existing standard and forthcom-
ing requirements

Initial application

During the year following standards and amendments became effective. The application of these standards and
interpretations did not have any material effect on the Parent’s financial statements except for increase in disclo-
sures

- Starting 1 July 2009, the Company has applied revised IAS 1 Presentation of Financial Statements (2007).
The revised standard requires all owner changes in equity to be presented in the statement of changes in eg-
uity, whereas all non-owner changes in equity are presented in the statement of comprehensive income. The
Company’s now also presents a statement of comprehensive income along with the profit and loss account.

- Amendment to IFRS 2 Share-based Payment: Vesting Conditions and Cancellations: The IASB amended the
definition of vesting conditions in IFRS 2 to clarify that vesting conditions are limited to service conditions
and performance conditions; all other conditions are considered non-vesting. The amendments also provide
guidance for non-vesting conditions and require that cancellations by the counterparty to a share-based pay-
ment arrangement to be treated in the same way as cancellations by the entity. These amendments are not
applicable to the Company.

- Amendments to IFRS 7 Financial Instruments: Disclosures - Improving Disclosures about Financial Instru-
ments: The IASB amended IFRS 7 to enhance disclosures about fair value measurements of financial instru-
ments and over liquidity risk.

The amendments require that fair value measurement disclosures use a three-level fair value hierarchy that
reflects the significance of the inputs used in measuring fair values of financial instruments. The disclosures
in respect of fair values are provided in note 35.

Further, the definition of liquidity risk has been amended. The amendments require disclosure of a maturity
analysis for non-derivative and derivative financial liabilities.

- IFRS 8 Operating Segments: IFRS 8 replaces IAS 14 Segment Reporting and sets out requirements for disclo-
sure of information about an entity’s operating segments and also about the entity’s products and services,
the geographical areas in which it operates and its major customers. Segment information is presented in
note 39 to these consolidated financial statements.

- 1AS 23 Borrowing Costs (revised 2007): The revised standard prohibits the immediate expensing of borrow-
ing costs directly attributable to the acquisition, construction or production of a qualifying asset. This has
been applied by the components.

- Amendments to IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements
- Puttable Financial Instruments and Obligations Arising on Liquidation. The amendments introduce an ex-
emption to the principles otherwise applied in IAS 32 for the classification of instruments as debt or equity;
the amendments require certain instruments that normally would be classified as liabilities to be classified
as equity if and only if they meet certain conditions. These amendments did not effect Company’s financial
statements.
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Notes to the d Financial Statements

For the year ended 30 June 2010

- Amendments to IAS 28 Investments in Associates: The amendments clarify that the disclosures required
by an investor in an associate that accounts for its investment in an associate at fair value through profit or
loss in accordance with IAS 39; that after applying the equity method, an impairment loss on an investment
in associate is not allocated to any asset, including goodwill, that forms part of the carrying amount of the
investment in associate; and that any reversal of a previously recognized impairment loss is recognized in ac-
cordance with IAS 36 to the extent that the recoverable amount of the investment in associate subsequently
increases.

- IFRS 3 Business Combinations (revised 2008) The IASB issued a revised version of the business combina-
tions standard. Some of the main changes to the standard are as follows. These did not effect the consolidated
financial statements for the year.

The revised standard also applies to business combinations involving only mutual entities and to business
combinations achieved by contract alone.

The definition of a business has been amended to clarify that it can include a set of activities and assets that
are not being operated as a business, as long as an acquirer is capable of operating the set as a business.

All business combinations are accounted for by applying the acquisition method (previously the purchase
method).

The acquirer can elect to measure any non-controlling (previously minority) interests at fair value at the
acquisition date, or at its proportionate interest in the fair value of the identifiable assets and liabilities of the
acquiree, on a transaction-by-transaction basis.

Subsequent recognition of deferred tax assets acquired in a business combination that did not satisfy the
criteria for recognition at the acquisition date would be recognized in profit or loss.

- IAS 27 Consolidated and Separate Financial Statements (amended 2008): The IASB amended IAS 27 to reflect
changes to the accounting for non-controlling interests (previously minority interest). The amendments deal
primarily with the accounting for changes in ownership interests in subsidiaries after control is obtained, the
accounting for the loss of control of subsidiaries, and the allocation of profit or loss to controlling and non-
controlling interests in a subsidiary. These changes have been applied where applicable.

- IFRIC 17 Distributions of Non-cash Assets to Owners. This interpretation provides guidance in respect of
distributions of non-cash assets to owners acting in their capacity as owners. Distributions within the scope
of IFRIC 17 are measured at the fair value of the assets to be distributed. Any gain or loss on settlement of the
liability for the dividend payable is recognized in profit or loss.

- The amendments to various other standards by IASB that became effective during the year mainly included
amendments to [FRS 5 Non-Current Assets Held for Sale and Discontinued Operations, IAS 1 Presentation of
Financial Statements, IAS 16 Property, Plant and Equipment, IAS 19 Employee Benefits, IAS 20 Government
Grants and Disclosure of Government Assistance, IFRIC 17 Distribution of Non-cash Assets to Owners, IFRIC
18 Transfers of Assets from Customers and amendments to IAS 38 Intangible Assets. These amendments did
not affect consolidated financial statements.

Forthcoming requirements
The following standards, amendments and interpretations of approved accounting standards are effective for ac-

counting periods beginning on or after 1 July 2010. These amendments are unlikely to have any material impact
on the consolidated financial statements.
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Notes to the d Financial Statements

For the year ended 30 June 2010

- Amendments to IFRS 5 Non-current Assets Held for Sale and Discontinued Operations: The amendments
clarify that the required disclosures for non-current assets (or disposal groups) classified as held for sale or
discontinued operations are specified in IFRS 5.

- Amendments to IFRS 8 Operating Segments. The amendments clarify that segment information with respect
to total assets is required only if such information is regularly reported to the chief operating decision mak-
er.

- Amendments to IAS 1 Presentation of Financial Statements: The amendments clarify that the classification
of the liability component of a convertible instrument as current or non-current is not affected by terms that
could, at the option of the holder of the instrument, result in settlement of the liability by the issue of equity
instruments

- Amendments to IAS 7 Statement of Cash Flows: The amendments clarify that only expenditures that result in
the recognition of an asset can be classified as a cash flow from investing activities.

- Amendments to IAS 17 Leases: The IASB deleted guidance stating that a lease of land with an indefinite eco-
nomic life normally is classified as an operating lease, unless at the end of the lease term title is expected to
pass to the lessee.

- Amendments to IAS 36 Impairment of Assets: The amendments clarify that the largest unit to which goodwill
should be allocated is the operating segment level as defined in IFRS 8 before applying the aggregation crite-
ria of IFRS 8.

- Amendments to IAS 39 Financial Instruments: Recognition and Measurement: The amendments provide
additional guidance loan prepayment penalties ; clarify scope exemption in IAS 39 and the reclassification of
gains and loses on a cashflow hedge

- Amendments to IFRS 2 Share-based Payment - Group Cash-settled Share-based Payment Transactions The
IASB amended IFRS 2 to require an entity receiving goods or services (receiving entity) in either an equity-
settled or a cash-settled share-based payment transaction to account for the transaction in its separate or
individual financial statements.

- Amendment to IAS 32 Financial Instruments: Presentation - Classification of Rights Issues: The IASB amend-
ed IAS 32 to allow rights, options or warrants to acquire a fixed number of the entity’s own equity instru-
ments for a fixed amount of any currency to be classified as equity instruments provided the entity offers the
rights, options or warrants pro rata to all of its existing owners of the same class of its own non-derivative
equity instruments.

- IAS 24 Related Party Disclosures (revised 2009). The revised IAS 24 Related Party Disclosures amends the
definition of a related party and modifies certain related party disclosure requirements for government-re-
lated entities.

- Other amendments, interpretations and improvements by IASB include:

- IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

- Amendments to IFRS 3 Business Combinations

- Amendments to IAS 27 Consolidated and Separate Financial Statements

- Amendments to IFRIC 14 IAS 19 - The Limit on a Defined Benefit Assets, Minimum Funding Requirements
and their Interaction

- Improvements to IFRSs 2010 - IFRS 7 Financial Instruments: Disclosures

- Improvements to IFRSs 2010 - IAS 1 Presentation of Financial Statements
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3.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set out below.
These policies have been applied consistently to all years presented.

Basis of consolidation
(i) Subsidiaries

Subsidiaries are entities in which the Parent has control and / or ownership of more than half or fifty percent,
of the voting power. Control exists when the Parent has the power to govern the financial and operating poli-
cies of an entity so as to obtain benefits from its activities. In assessing control, potential voting rights that
are currently exercisable are taken into account. The financial statements of subsidiaries are included in the
consolidated financial 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 carry-
ing value of investments held by the Parent is eliminated against the subsidiary’s shareholders’ equity in the
consolidated financial 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 financial state-
ments.

Upon the loss of control, the Group derecognizes the assets and liabilities of the subsidiary and any non-
controlling interests. Any surplus or deficit arising on the loss of control is recognized in profit or loss.

The financial 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. These subsidiaries have however prepared,
for consolidation purposes, interim financial statements as of the same date as the financial statements of the
Parent. These consolidated financial statements have been prepared using the uniform accounting policies
for like transactions and other events in similar circumstances.

The financial statements of Arif Habib Limited, Arif Habib Investments Limited and Pakistan Private Equity
Management Limited as of 30 June 2010 and financial statements of SKM Lanka Holdings (Private) Limited
as of 31 March 2010 are audited. However, the financial results of Arif Habib DMCC consolidated in these
financial statements are unaudited. The results of Arif Habib Bank Limited have been consolidated upto 31
March 2010 which is the date on which the control was transferred to the new owners of AHBL.

(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 fifty percent, of the voting power and / or has significant influence through
common directorship, but not control.

Investment in associates that are not held exclusively with a view to its disposal in near future 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 profit and loss account reflects the Group’s share of the results of its associates. The equity
method for investments in associates is applied from the date when significant influence commence until
the date when that significant influence ceases. Group’s share of results of associates in these consolidated
financial statements are based on un-audited figures as of 30 June 2010. However, financial statements of two
associates namely, Pakarab Fertilizers Limited and Fatima Fertilizer Company Limited for the period ended
30 June 2010 have been reviewed by the independent auditors.
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3.2

3.2.1

3.2.2

3.2.3

3.3

Staff retirement benefits
The Group companies operate the following retirement and other benefit schemes:
Defined contribution plan

AHSL, AHL and AHIL operate recognized provident fund schemes for all eligible permanent employees for which
their contributions are charged to profit and loss account.

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.

Other benefit schemes
Profitability bonus

AHIL allocates 5% of the profit before tax of the company before charging chief executive’s profitability bonus, as a
profitability bonus. After deduction of applicable taxes, 50% of the amount is paid to the employees as cash bonus
and 50% is invested in a trust on behalf of the employees.

AHIL also operates a profit sharing scheme for its chief executive officer (CEO) in which 10% of the profit after tax
(before charging CEQ’s profitability bonus) is payable by the company to the CEO.

Compensated absences

AHSL and AHL provide for compensated absences for all of its eligible employees on the basis of unavailed leave
balances of each employee at the end of the year.

Taxation

Income tax expense comprises of current and deferred tax. Income tax expense is recognized in profit 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.

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 financial 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 profit 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 benefit 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 realized or the liability is settled.
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3.4

3.5

Property and equipment
Owned

Property and equipment, except capital work-in-progress, are stated at cost less accumulated depreciation and
impairment 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 benefits associated with the item will flow to the entity and its cost
can be measured reliably. Cost incurred to replace a component of an item of property and equipment is capital-
ized, the asset so replaced is retired from use and its carrying amount is derecognized. Normal repairs and main-
tenance are charged to profit and loss account during the period in which they are incurred.

Depreciation on all property and equipment is charged to profit 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 profit and loss account
currently.

The assets’ residual value and useful life are reviewed at each financial year end, and adjusted if impact on depre-
ciation is significant.

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 as-
set’s category as and when assets are available for intended use.

Leased

Leases in terms of which the Group companies assumes substantially all the risks and rewards of ownership are
classified as finance lease. Asset acquired by way of finance 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 depre-
ciation and impairment losses, if any. The corresponding liability to the lessor is included in the balance sheet as
liabilities against assets subject to finance lease.

Leased assets which are obtained under [jarah agreement are not recognized in the Parent’s 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 notified 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 profit and loss account on
a straight line basis over the lease term.

Investment property

Investment property comprises freehold and leasehold properties that are held to earn rentals or for capital ap-
preciation or both. It is stated under cost model. Rental income from investment property is recognized through
profit and loss accounts.

Investment properties are derecognized when either they have been disposed off or when the investment prop-
erty is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gains
and losses on the retirement or disposal of an investment property are recognized in the income statements in the
year of retirement or disposal.
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3.6

3.6.1

3.6.2

3.6.3

3.7

Transfers are made to investment property when, and only when, there is change in use, evidenced by ending of
owner-occupation, commencement of an operating lease to another party or ending of construction or develop-
ment. Transfer are made from investment property when, and only when, there is a change in use, evidenced by
commencement of owner-occupation or commencement of development with a view to sale.

Intangible assets
Goodwill

Goodwill is measured as the excess of the purchase consideration over the fair value of the identifiable assets
acquired and liabilities assumed including contingent liabilities less impairment losses, if any.

Membership cards and offices

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 recoverable amount, it is written down to its estimated recoverable amount.

Others

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

Impairment

A financial asset, other than that carried at fair value through profit or loss, is assessed at each balance sheet date
to determine whether there is any objective evidence that it is impaired. A financial 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 flows of that asset.

In case of investment in equity securities classified as available for sale and measured at fair value, a significant 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 profit and loss account. Such impairment losses are not subsequently reversed
through the profit and loss account.

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial
assets are assessed collectively in groups that share similar credit risk characteristics. All impairment losses are
recognized in profit and loss account.

The carrying amount of the Group’s non-financial assets and investment carried at cost are reviewed at each bal-
ance sheet date to determine whether there is any indication of impairment. If such an indication exists, the recov-
erable 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 profit and loss account.
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3.8

3.8.1

3.8.2

Investments

The management of the Group determines the appropriate classification of its investments at the time of purchase
or increase in holding and classifies / reclassifies its investment as subsidiaries, associates and joint ventures, at
fair value through profit 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 transac-
tion costs associated with the investment, except for those classified as at fair value through profit or loss, in which
case the transaction costs are charged to the profit and loss account.

All “regular way” purchases and sales of financial 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 financial assets are the contracts
which require delivery of assets within the time frame generally established by regulations or market conven-
tion.

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 us-
ing 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 classifies its investments in the following categories:
At fair value through profit 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 portfolio of financial instruments exhibiting short term profit taking are classified as at fair value through
profit or loss - held for trading. These are stated at fair values with any resulting gains or losses recognized in the
profit 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 / re-
purchase prices, whichever is applicable, in case of other securities.

Available for sale

Available for sale investments are those non-derivative investments that are designated as available for sale or
are not classified in any other category. These are primarily those investments that are intended to be held for an
undefined 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 recognized directly in equity until the investment is disposed off or impaired at which time these are
transferred to profit and loss account.

Where active market of the quoted investment exists, fair value of quoted investments is determined using quo-
tations 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.
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3.83

3.9

3.10

3.11

3.12

3.13

Held-to-maturity investments

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

Sale and repurchase agreements

Transactions of purchase under resale (reverse-repo) of marketable securities including the securities purchased
under continuous funding system are entered into at contracted rates for specified periods of time. Securities pur-
chased with a corresponding commitment to resale at a specified future date (reverse-repo) are not recognized
in the balance sheet. Amounts paid under these agreements in respect of reverse repurchase transactions are in-
cluded 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
specified periods of time. Securities sold with a simultaneous commitment to repurchase at a specified future
date (repos) continue to be recognized 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.

Discontinued operations

A discontinued operation is a component of the Group’s business that represents a separate major line of business
or geographical area of operations that has been disposed of or is held for sale, or is a subsidiary acquired exclu-
sively with a view to resale. Classification as a discontinued operation occurs upon disposal or when the opera-
tion meets the criteria to be classified as held for sale, if earlier. When an operation is classified as a discontinued
operation, the comparative profit and loss account is re-presented as if the operation had been discontinued from
the start of the comparative period.

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.

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.

Short term borrowings

Mark-up bearing borrowings are recognized initially at fair value, less attributable transaction cost. Subsequent
to initial recognition, 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.
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3.14

3.15

3.16

Revenue recognition

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

e  Brokerage, consultancy and advisory fee, commission etc. are recognized as and when such services are pro-
vided.

e Rental income from investment properties is recognized on accrual basis.

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

e  Markup income is recognized on time proportion basis that takes into account the effective yield.

e Management / advisory fee is calculated on a daily / monthly basis by charging specified 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 specified 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 specified 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 specified rates
to the average net assets value.

e Processing and other related income are recognized once the services are provided to unit holders in connec-
tion with their investments in the open-ended schemes managed by AHIL.

Provisions

Provision is recognized when, as a result of past event, the companies have a present legal or constructive obliga-
tion that can be estimated reliably and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation. Subsequently, provisions are reviewed at each balance sheet date and
adjusted to reflect the current best estimate.

Financial instruments

Financial assets and financial liabilities are recognized when the Group becomes a party to the contractual provi-
sions of the instrument. These are measured initially at fair value. Financial assets are derecognized when the
contractual right to the cash flow from the financial assets expires or istransferred. Financial liabilities are derec-
ognized when they are extinguished i.e. when the obligation specified in the contract is discharged or cancelled or
expires. Financial instruments carried on the statement of financial position include investments, trade debts and
other receivables, loans and advances, cash and bank balances, deposits, borrowings, trade and other payables
and accrued and other liabilities. The particular recognition methods adopted are disclosed in the individual pol-
icy statements associated with each item.

Financial assets and financial 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 ba-
sis, 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.
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3.17

3.18

3.19

3.20

3.21

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 financial 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 specific
to the company, incorporates all factors that market participants would consider in setting a price, and is con-
sistent with accepted economic methodologies for pricing financial instruments. Inputs to valuation techniques
reasonably represent market expectations and measures of the risk-return factors inherent in the financial instru-
ment. 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.

Foreign currency transactions

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 profit 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.

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.

Cash and cash equivalents

Cash and cash equivalent for the purpose of cash flow statement comprises of cash in hand, banking instruments,
cash at bank and short term running finance.

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 operating 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, plant and equipment,
and intangible assets.

Dividend and appropriation to reserve

Dividend distribution to the shareholders and appropriation to reserves are recognized in the financial state-
ments in the period in which these are approved.
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4. SHARE CAPITAL

41 Authorised share capital

- DT

2010

(Number of shares)
1,000,000,000 1,000,000,000  Ordinary shares of
Rs. 10 each Rupees 10,000,000,000 10,000,000,000
4.2 Issued, subscribed and paid-up share capital
5,000,000 5,000,000 Ordinary shares of Rs. 10

each fully paid in cash 50,000,000 50,000,000

372,000,000 372,000,000 Ordinary shares of Rs. 10 each
issued as fully paid bonus shares  3,720,000,000 3,720,000,000
377,000,000 377,000,000 3,770,000,000 3,770,000,000

(2,000,000) (2,000,000) Ordinary shares of Rs. 10 each
buy back at Rs. 360 per share (20,000,000) (20,000,000)
375,000,000 375,000,000 Rupees 3,750,000,000 3,750,000,000

4.3 During the financial 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 Compa-
nies Ordinance, 1984 and Companies (Buy-back of shares) Rules, 1999. The acquisition resulted in reduction of
capital and unappropriated profit 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 profit 7,535,472,908 5,973,707,384
Exchange difference on translation to presentation currency 29,325,287 27,047,930
(Deficit) on remeasurement of available for
sale investments (424,820,983) (539,888,801)
Rupees 11,159,544,877 9,480,434,178
6. LONG TERM LOANS
From banking companies - secured
Allied Bank Limited - DF I 6.1 49,000,000 73,500,000
Allied Bank Limited - DF II 6.2 86,250,000 115,000,000
Arif Habib Bank Limited 6.3 100,000,000 -
From related parties - unsecured 101,939,269 547,357,990
337,189,269 735,857,990
Less: Current portion of long term loan (153,250,000) (53,250,000)
Rupees 183,939,269 682,607,990
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6.1

6.2

6.3

This represents long term financing facility which is subject to mark-up at the rate of 6 months’ KIBOR plus 1.5%
per annum (2009: 6 months’ KIBOR plus 1.5% per annum). The principal amount of the loan and mark-up there-
on is payable semi-annually. The loan is secured against pledge of units / certificates of various mutual funds
and equity securities held and owned by the Group companies. The agreement contains a clause that in case of a
default in payment of any installment, the bank reserves the right to demand immediate payment of outstanding
balance or sell the pledged securities.

This represents long term financing facility which is subject to mark-up at the rate of 6 months’ KIBOR plus 1.75%
per annum (2009: 6 months’ KIBOR plus 1.75% per annum). The principal amount of the loan is repayable in half
yearly installments which commenced from December 2009. Mark-up is payable on half yearly basis. The loan is
secured against pledge of units / certificates of various mutual funds and equity securities of held and owned by
the Group companies. The agreement contains a clause that in case of a default in payment of any installment, the
bank reserves the right to demand immediate payment of outstanding balance or sell the pledged securities.

During the year; a short-term running finance facility of a group company was converted to a term finance facility
of sixteen months amounting to Rs. 150 million under the mark-up arrangement, from Arif Habib Bank Limited.
The principal amount of the loan is repayable in three equal installments in March, August and December 2010.
The outstanding balance of Rs. 100 million is due in two equal installments in August and December 2010 and
are included in the current portion. The facility carried mark-up at the rate of 3 months’ KIBOR plus 3% per an-
num (2009: 3 months’ KIBOR plus 5% per annum) payable on quarterly basis. The facility is secured against first
registered charge over AHIL's receivables from respective trustees of the funds managed by it with 30% margin
and / or pledge of units / certificate of various mutual funds and equity securities.

LIABILITIES AGAINST ASSETS SUBJECT 2010
TO FINANCE LEASE

Present value of minimum lease payments 5,159,779 -
Less : Current portion shown under current liabilities (774,210) -
Rupees 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 finance 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 re-
quired 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 fol-
lows:

Minimum Future finance Present value oflease liability

lease payments cost 2010 2009
Not later than one year 1,340,964 566,754 774,210 -
Later than one year and
not later than five year 5,437,272 1,051,703 4,385,569 -

Rupees 6,778,236 1,618,457 5,159,779 -
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8. DEFERRED TAXATION 2010
Deferred tax liabilities arising in respect of
Deductible temporary differences
- Tax losses 33,094,366 15,243,552
- Unquoted securities 1,795,152 1,853,390
- Short term investments 51,694,466 -
86,583,984 17,096,942
Taxable temporary differences
- Property and equipment (22,370,455) (21,040,705)
- Intangible assets (1,744,203) (1,148,125)
- Unquoted securities (326,261,249) -
(350,375,907) (22,188,830)
Rupees (263,791,923) (5,091,888)
9. TRADE AND OTHER PAYABLES
Creditors 239,014,224 559,349,371
Bills payable - 6,674,434
Accrued liabilities 50,426,769 61,293,098
Withholding tax payable 557,933 1,224,876
Due to related parties - 29,254,860
Advance from customers - 11,873,500
Other liabilities 9.1 45,980,858 27,010,813
Provision for Workers’ Welfare Fund 80,915,912 -
Rupees 416,895,696 696,680,952
9.1 This includes current portion of liabilities against assets subject to finance lease (refer note 7).
10. INTEREST / MARK-UP ACCRUED 2010
On long term financing 6,756,348 -
On short term borrowings 48,524,091 194,568,479
Rupees 55,280,439 194,568,479
11. SHORT TERM BORROWINGS - secured
From banking companies and financial institutions
- Short term running finance from banks 111 1,203,392,939 3,908,551,248
- Borrowings in foreign currency by AHD and SKML 14,334,755 -
Rupees 1,217,727,694 3,908,551,248

11.1  Short term running finance facilities are available from various commercial banks under mark-up arrangements
amounting to Rs. 5,030 million (2009: Rs. 9,745 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 31
May 2011. These arrangements are secured against pledge of marketable securities with minimum 30% margin
(2009: 30% margin). The rates of mark-up range from 3 months’ KIBOR+1% to 3 months’ KIBOR+3.5% per an-
num (2009: 1 months’ KIBOR+1% to 6 months’ KIBOR+2% per annum) calculated on a daily product basis, that

is payable quarterly.
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12.

12.1

12.1.1

12.1.2

12.2

CONTINGENCIES AND COMMITMENTS
Contingencies
Arif Habib Securities Limited

The Company is contesting alongwith other defendants four suits filed 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. Sha-
hid 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 Ageel 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 quantifiable.

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 financial liability is
expected to accrue as a consequence of the said suits against the Company. Therefore, Company has not made any
provision in this respect in the financial statements.

Income tax assessments of the Company have been finalised 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 2008 have
been subsequently amended u/s 122 (5A) of the Income Tax Ordinance, 2001. The Company has filed appeals be-
fore the Commissioner Inland Revenue (Appeals - I), Karachi, in respect of each of the said amendments. All such
appeals are still pending. According to the Company’s tax advisor, neither does any matter involve any potential
financial exposure nor is any unfavourable outcome expected, which could raise any claim on the Company.

Income tax assessment for the Tax Year 2009 has been deemed to be finalised u/s 120 of the Income Tax Ordi-
nance, 2001.

Arif Habib Limited

No contingencies exist as at the balance sheet date.

Arif Habib Investments Limited

Bank guarantee of Rs. 1,550,000 (30 June 2009: Rs. 1,550,000) against the limit of Rs. 2,100,000 (30 June 2009: Rs.
2,100,000) has been issued by AHBL in favour of Standard Chartered Bank (Pakistan) Limited (SCB) in relation to
credit cards issued to certain employees of the Company by SCB.

Commitments

Arif Habib Securities Limited

There were no significant commitments at the balance sheet date.

12.3

Arif Habib Limited 2010

Commitment to KSE Clearing House in respect
of trading in securities Rupees 388,174,070 317,703,186

In case of all other subsidiaries, there were no significant contingencies and commitments at the balance sheet date.
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13.

13.1

PROPERTY AND EQUIPMENT

Assets owned by the Group

Assets subject to finance lease

Assets owned by the Group

CosT

Balance asat 01 July 2008
Additions during the year
Disposals / transfers
Balance as at 30 June 2009

Balance asat 01 July 2009
Additions during the year
Disposals / transfers
Balance as at 30 June 2010

DEPRECIATION

Balance asat 01 July 2008
Charge for the year
Disposals / transfers
Balance as at 30 June 2009

Balance asat 01 July 2009
Charge for the year
Disposals / transfers
Balance asat 30 June 2010

Written down value
asat 30 June 2009

Rupees

Less: Written down value of property and equipment transferred to assets classified as held for sale

Written down value
asat30 June 2010

Annual rates of
depreciation %

Rupees

131 340,940,389 348,830,502
132 4,983,700 =
Rupees 345,924,089 348,830,502

Leasehold ngs on Buildings on Furniture, Vehicles Telecommu- Office Computer Generator Leasehold Capital Total

land freehold leasehold fixtures nicaton equipment and allied Improvements workin
land land and fittings equipment equipment progress

88,029,700 30,268,344 259,224,829 31,860,760 50,435,515 3,462,139 96,414,529 123,940,689 4,808,728 o 358871,013  1,047,316,246
153,575,819 2,873,687 96,342,368 14,658,972 19,047,322 2,065,613 63,290,352 41,364,894 97473 169,372,972 468,012,224  1,030,701,696
- - - (646917) (20,998,007) (774,619) (1,754,633) (4,379,780) (2,192,000) - (177772972)  (208518928)
241,605,519 33,142,031 355,567,197 45,872,815 48,484,830 4,753,133 157,950,248 160,925,803 2,714,201 169,372,972 649,110,265  1,869,499,014
241,605,519 33,142,031 355,567,197 45,872,815 48,484,830 4,753,133 157,950,248 160,925,803 2,714201 169,372,972 649,110,265  1,869499,014
148,100,000 = 487,313,442 53393231 5173780 457,100 59528421 30,756,721 16,620,868 55321914 3,266,008 859,931,485
(261,129,990) - (782517,000) (80,407,941) (33,735,665) (404950)  (162,537,840)  (152,578761) (2327,788)  (185856,129)  (652,376,273) (2,313,872,337)
128,575,529 33,142,031 60,363,639 18,858,105 19,922,945 4,805,283 54,940,829 39,103,763 17,007,281 38,838,757 - 415558162
- 2,724,722 24,149,555 6,395,953 18,385,725 694,375 18,652,244 35,517,565 1,531,241 - - 108,051,380
= 11,472,425 = 3,179,605 5,852,582 352,526 11,049,359 21,514,066 264,500 4,657,725 = 58,342,788
- - - (750,322) (7,599,614) (141,350) (388:834) (3,080,624) (518812) - - (12,479,556)
- 14,197,147 24,149,555 8,825,236 16,638,693 905,551 29,312,769 53,951,007 1,276,929 4,657,725 - 153914,612
- 14,197,147 24,149,555 8,825,236 16,638,693 905,551 29,312,769 53,951,007 1,276,929 4,657,725 - 153,914,612
- 508,765 35,198,546 7,004,736 6,789,401 345,731 24,763,214 9,599,153 1,186,331 44,362,906 - 129,758,783
8 - (58075562) (9635929)  (14,303,087) (91,745)  (50,207,162)  (44,387,031) (1,211850)  (31,143,256) - (209,055622)
- 14,705,912 1,272,539 6,194,043 9,125,007 1,159,537 3,868,821 19,163,129 1,251,410 17,877,375 - 74,617,773
241,605,519 18,944,884 331,417,642 37,047,579 31,846,137 3,847,582 128,637,479 106,974,796 1,437,272 164,715,247 649,110265  1,715,584,402
(1,366,753,900)
Rupees 348,830,502
128,575,529 18,436,119 59,091,100 12,664,062 10,797,938 3,645,746 51,072,008 19,940,634 15,755,871 20,961,382 - 340,940,389
- 5 5 5-20 20 10 3-15 33 10 5-15 20 -
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13.2

13.3

Assets subject to finance lease
COST

Balance as at 01 July 2009
Additions during the year
Disposals / transfers
Balance as at 30 June 2010

Balance as at 01 July 2009
Charge for the year
Disposals / transfers
Balance as at 30 June 2010

Written down value as at 30 June 2010

Disposals of property and equipment

Consolidated Financial Statements

ed Financial Statements

Rupees

The major disposals other than those relating to the discontinued operations are as follows:

Description

Vehicles

To employees as per Group Companies’ policies
Akmal Jameel (Honda Civic, Director)

Salman Shahzad (Group employee)

Burhan Ali (Group employee)

Adnan Siddique

Computer and Allied Equipment

By Negotiation to Related Party

Notebook Computer (to Thatta Cement Company Limited)

Laptop by insurance claim on theft (from Asia Care)

HP Compaq 6910p (to Arif Habib REIT Management Limited)

HP Servers Proliant DL380 (to Arif Habib REIT Management Limited)

Furniture, Fixtures and Fittings

By Negotiation to Related Party

Arif Habib Real Estate Services (Private) Limited
By Negotiation to Outsider

Rana Akhter

Generator

By Negotiation to Outsider
Zeeshan Power Engineering
Zeeshan Power Engineering
Zeeshan Power Engineering
Zeeshan Power Engineering

Aggregate of other items of property and equipment with individual

book values not exceeding Rs. 50,000
Computer and Allied Equipment
Furniture, Fixtures and Fittings
Vehicles
Office Equipment
Telecommunications Equipment

Cost “Book value”
Rupees

1,237,000 546,340
987,840 421,786
936,000 399,651
1,812,920 1,284,152
118,000 54,367
131,678 59,086
180,000 97,932
534,000 283,396
90,250 61,274
135,000 99,462
495,000 331,185
1,188,788 435,835
564,000 282,248
80,000 66,670
3,481,322 741,729
370,546 191,924
205,351 106,324
454,050 323,166
404,950 313,205

5,246,000

5,246,000

(262,300)

(262,300)

4,983,700

“Sale proceeds”

546,340
421,786
399,651
1,284,156

54,367
71,408
97,932
283,396

61,274

14,612

225,000
230,000
72,000
4,000

433,834
83,568
106,324
72,341
143,515
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14. INTANGIBLE ASSETS Software and
other intangibles
COST
Balance as at 01 July 2008 105,055,183
Additions during the year 56,858,478
Disposal (34,841,475)
Transfers / adjustments g
Balance as at 30 June 2009 127,072,186
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
AMORTIZATION
Balance as at 01 July 2008 21,502,677
Amortization for the year 1,717,075
Amortization on disposal 7,743
Transfers / adjustments -
Balance as at 30 June 2009 23,227,495
Balance as at 01 July 2009 23,227,495
Amortization for the year 24,018,956
Amortization on disposal (35,488,783)
Transfers / adjustments -
Balance as at 30 June 2010 11,757,668
Written down value as at 30 June 2009 103,844,691
Transferred to assets classified as held for sale (68,090,100)
Written down value as at 30 June 2009 Rupees 35,754,591
Written down value as at 30 June 2010 Rupees 34,681,348
15. MEMBERSHIP CARDS AND LICENSES
Membership cards
- Karachi Stock Exchange (Guarantee) Limited 15,000,000 15,000,000
- Islamabad Stock Exchange (Guarantee) Limited 4,000,000 4,000,000
- Lahore Stock Exchange (Guarantee) Limited 7,000,000 7,000,000
- National Commodities Exchange of Pakistan Limited 1,000,000 1,000,000
27,000,000 27,000,000
Rooms
- Islamabad Stock Exchange (Guarantee) Limited 22,005,000 -
- Lahore Stock Exchange (Guarantee) Limited 17,550,000 17,550,000
39,555,000 17,550,000
Booths
- Karachi Stock Exchange (Guarantee) Limited - three booths 2,100,000 2,100,000

Rupees 68,655,000 46,650,000
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16.

16.1

16.2

16.3

16.1.1

16.1.2

LONG TERM INVESTMENTS

Investment in associates
Investment in other related parties - available for sale
Other investments

Investment in associates

Pakarab Fertilizers Limited (PFL)

Fatima Fertilizer Company Limited (FFCL)
Sweetwater Dairies Pakistan (Private) Limited (SDPL)
Aisha Steel Mills Limited (ASML)

Rozgar Microfinance Bank Limited (RMFBL)
Al-Abbas Cement Industries Limited (AACIL)

Thatta Cement Company Limited (THCCL)

Less: Provision for impariment in
RMFBL
AACIL

Investment in other related parties - available for sale

Pakistan Premier Fund Limited
Pakistan Pension Fund

Pakistan Islamic Pension Fund
Pakistan Capital Protected Fund - I
Pakistan Capital Market Fund
Pakistan Strategic Allocation Fund

Other investments:

Takaful Pakistan Limited (TPL) - at cost
Sun Biz (Private) Limited (SBL) - at cost

Provision for impairment in SBL

16.1

16.2

16.3
Rupees

16.1.1
16.1.2
16.1.3
16.1.4
16.1.5
16.1.6
16.1.7

16.3.1
16.3.2

Rupees

8,587,921,692 7,300,833,430
200,232,141 327,924,576
30,000,000 30,000,000
8,818,153,833 7,658,758,006
4,811,743,182 4,901,246,529
2,675,460,106 1,340,460,365
264,950,984 118,764,731
393,138,843 441,040,552
20,428,358 7,476,721
377,135,659 439,922,527
74,145,060 73,874,147
8,617,002,192 7,322,785,572
(7,128,358) -
(21,952,142) (21,952,142)
(29,080,500) (21,952,142)
8,587,921,692 7,300,833,430
- 69,619,923

99,441,000 86,937,000
99,516,000 88,263,000
1,275,141 23,729,757

- 10,919,286

- 48,455,610

200,232,141 327,924,576
30,000,000 30,000,000
1,000,000 1,000,000
31,000,000 31,000,000
(1,000,000) (1,000,000)
30,000,000 30,000,000
8,818,153,833 7,658,758,006

Investment in PFL (unquoted) represents 135 million (2009: 135 million) fully paid ordinary shares of Rs. 10
each, representing 30% (2009: 30%) of PFL's paid up share capital as at 30 June 2010, having cost of Rs. 1,324.332
million (2009: Rs. 1,324.332 million). Fair value per share as at 30 June 2010 is Rs. 91.56 (2009: Rs. 82.35). Book
value based on net assets, as per unaudited financial statements, as at 30 June 2010 is Rs. 33.06 per share (2009:
Rs. 29.94 per share). During the year, the Parent Company received Nil (2009: 45 million) fully paid ordinary

shares as bonus.

Investment in FFCL (quoted in March 2010) represents 247.5 million (2009: 112.5 million) fully paid ordinary
shares of Rs. 10 each, representing 12.375% (2009: 12.59%) of FFCL's paid up share capital as at 30 June 2010,
received as specie distribution from its parent company PFL. Fair value per share as at 30 June 2010 is Rs. 12.53
(2009: Rs. 11.10). Book value based on net assets as per unaudited financial statements as at 30 June 2010 is Rs.

10.18 per share (2009: Rs. 22.197 per share).
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16.1.3

16.1.4

16.1.5

16.1.6

16.1.7

16.1.8

Investment in SDPL (unquoted) represents 15.867 million (2009: 11.155 million) fully paid ordinary shares of
Rs. 10 each, representing 27.83% (2009: 24.90%) of SDPL's paid up share capital as at 30 June 2010, having an
aggregate cost of Rs. 269.451 million (2009: Rs. 198.339 miillion). Fair value per share as at 30 June 2010 is Rs.
16.96 (2009: Rs. 30.79). Book value based on net assets, as per unaudited financial statements, as at 30 June 2010
is Rs. 11.49 per share (2009: Rs. 9.74 per share).

Investment in ASML (unquoted) represents 49.725 million (2009: 49.725 million) fully paid ordinary shares of
Rs. 10 each, representing 25% (2009: 25%) of ASML’s paid up share capital as at 30 June 2010. Book value based
on net assets, as per unaudited financial statements, as at 30 June 2010 is Rs. 8.12 per share (2009: Rs. 8.84 per
share). During the year, the Parent Company did not subscribe (2009: Rs. 4.925 million) any right shares. The
plant errection is expected to complete by the end of year 2010.

Investment in RMFBL (unquoted) represents 3.801 million (2009: 1.901 million) fully paid ordinary shares of Rs.
10 each, representing 19.01% (2009: 19.01%) of RMFBL's paid up share capital as at 30 June 2010. Book value
based on net assets, as per unaudited financial statements, as at 30 June 2010 is Rs. 2.99 per share (2009: Rs. 3.86
per share). The bank is in the process of complying with the minimum capital requirements of the State Bank of
Pakistan by issuing further shares.

Investment in AACIL (quoted) represents 68.514 million (2009: 46.304 million) fully paid ordinary shares of
Rs. 10 each, representing 37.47% (2009: 25.32%) of AACIL share capital as at 30 June 2010, having cost of Rs.
611.508 million (2009: Rs. 461.115 million). During the year, the Parent Company purchased 22.210 million
(2009: 27.104 million) ordinary shares from market at an average cost of Rs. 6.77 (2009: Rs. 6.98) per share.
Market value per share as at 30 June 2010 is Rs. 3.59 (2009: Rs. 7), whereas book value based on net assets, as per
unaudited financial statements, as at 30 June 2010 is Rs. 5.83 per share (2009: Rs.8.35 per share).

Investment in THCCL (quoted) represents 7.744 million (2009: 7.744 million) fully paid ordinary shares of Rs. 10
each, representing 9.71% (2009: 9.71%) of THCCL share capital as at 30 June 2010, having cost of Rs. 172.805
million (2009: Rs. 172.805 million). Market value per share as at 30 June 2010 is Rs. 20.88 (2009: Rs. 19.87),
whereas book value based on net assets, as per unaudited financial statements, as at 30 June 2010 is Rs. 9.73 per
share (2009: Rs. 9.66 per share).

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

Financial Revenue Total Total Netassets
information assets liabilities
asof -
Rupeesin ‘000’

Quoted

Thatta Cement Company Limited 30 June 2010 1,544,124 1,438,852 662,690 776,162
Al-Abbas Cement Industries Limited 30 June 2010 2,198,443 5,392,870 4,327,144 1,065,726
Unquoted

Pakarab Fertilizers Limited 30 June 2010 14,521,834 52,211,409 37,170,486 15,040,923
Fatima Fertilizers Company Limited 30 June 2010 260 64,079,711 43,726,329 20,353,382
Aisha Steel Mills Limited 30 June 2010 14,893 5,924,516 4,309,334 1,615,182
Sweetwater Dairies Pakistan (Private) Limited 30 June 2010 57,221 719,041 63,273 655,768
Rozgar Microfinance Bank Limited 30 June 2010 9,860 95,183 35,400 59,783

Financial statements of the above mentioned associates are unaudited. However, interim financial statements of
Pakarab Fertilizers Limited and Fatima Fertilizer Company Limited for the period ended 30 June 2010 have been
reviewed by independent auditors.
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16.3.1 Investment in TPL (unquoted) represents 3 million (2009: 3 million) fully paid ordinary shares of Rs.10 each,
representing 10% (2009: 10%) of TPL's paid up share capital as at 30 June 2010. Book value based on net assets,
as per unaudited financial statements, as at 31 December 2009 is Rs. 5.53 per share (2009: Rs. 7.02 per share).

16.3.2 Investmentin SBL (unquoted) represents 0.010 million (2009: 0.010 million) fully paid ordinary shares of Rs. 100
each, representing 4.65% (2009: 4.65%) of SBLs paid up share capital as at 30 June 2010.

16.4  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 specific inputs and other related factors are measured at cost.
However, the carrying amount of these investments approximate to their fair value.

2010

17. INVESTMENT PROPERTY
Balance as at 01 July 2009 60,795,000 -
Acquisition during the year - 52,000,000
Transferred during the year 1,000,000 8,400,000
Expenditure incurred on acquisition and

transfer of investment property 100,000 395,000
Balance as at 30 June 2010 Rupees 61,895,000 60,795,000
18. LONG TERM LOANS AND
ADVANCES - considered good
Receivable from Funds managed by AHIL 18.1 57,976,253 42,472,078
Loans to employees 18.2 4,907,298 6,724,724
62,883,551 49,196,802
Less: current maturity of long term loan (44,575,843) (7,490,088)
Rupees 18,307,708 41,706,714

18.1  Thisrepresents expenses incurred in connection with the incorporation, registration, establishment and offer for
sale and distribution of the securities of the Funds borne by AHIL and recoverable from Funds in equal amounts
receivable annually over a period of five years.

18.2  These are interest free advances to employees for the down payment of the car obtained on lease in accordance
with their employment contracts.

2010

19. LONG TERM DEPOSITS AND PREPAYMENTS

Karachi Stock Exchange (Guarantee) Limited 610,000 1,110,000
Lahore Stock Exchange (Guarantee) Limited 1,480,000 1,480,000
Islamabad Stock Exchange (Guarantee) Limited - 1,000,000
National Commodities Exchange (Guarantee) Limited 9,513,204 9,513,204
National Clearing Company of Pakistan Limited 750,000 700,000
Dubai Gold and Commodity Exchange - clearing

house DMCC 12,846,141 12,201,354
Security deposits of leased assets 2,319,400 -
Others 8,601,298 4,228,814

Rupees 36,120,043 30,233,372
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2010
20. TRADE DEBTS
Considered good
- Secured 1,693,005,737 623,717,634
- Unsecured 67,645,451 922,485,950
1,760,651,188 1,546,203,584
Provision for doubtful debts
- Opening provision - (23,455,523)
- Written off during the year - 23,440,523
- Reversal during the year - 15,000
- Provision as at 30 June - =
Rupees 1,760,651,188 1,546,203,584
21. LOANS AND ADVANCES - considered good
Advances to suppliers and contractors - 105,435,813
Advance for new investment 21.1 70,000,000 -
Advance against expenses 635,000 -
Loans and advances to related parties 21.2 192,635,015 20,682,479
Lendings to financial institutions - 1,133,280
Rupees 263,270,015 127,251,572

21.1  Thisrepresents amount paid as deposit money against due diligence process relating to acquisition of a company
in aviation industry. The advance deposit money shall be adjusted on the successful completion of due diligence
or refunded if the proposal is declined.

21.2  Loans and advances to related parties
Aisha Steel Mills Limited 21.2.1 10,000,000 -
Al-Abbas Cement Industries Limited 21.2.2 173,000,000 -
Executives - unsecured, considered good 329,110 707,111
Other employees - unsecured, considered good 9,305,905 4,975,368
Memon Health and Education Foundation - 15,000,000
Rupees 192,635,015 20,682,479

21.2.1 This represents amount paid as loan carrying mark-up @ 15%, repayable within 12 months. Being a group com-
pany, no collateral was obtained.

21.2.2 The Parent has given an advance to Al-Abbas Cement Industries Limited to subscribe for prospective right issue
of shares of the said company.
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2010
22. DEPOSITS AND PREPAYMENTS
Deposits - future clearing 5,675,699 750,000
Prepayments 1,930,432 6,793,254
Others 63,409,602 52,772,991
Rupees 71,015,733 60,316,245
23. OTHER RECEIVABLES - considered good
Accrued income 23.1 108,244,291 305,803
Profit accrued on bank deposit accounts - 134,335
Receivable from related parties 23.2 93,897,751 76,852,357
Other 5,054,465 99,569,596
Rupees 207,196,507 176,862,091
23.1  Themark-up pertains to the amount that was due to be received on disposal of the Parent’s former subsidiary, 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.
23.2  The amounts represent receivable on account of management fee, current portion of long term receivables and
other expenses paid on behalf of related parties.
2010
24. SHORT TERM INVESTMENTS
Investments in related parties 24.1 276,823,672 512,169,536
Other investments 24.2 3,404,045,735 3,185,295,550
Rupees 3,680,869,407 3,697,465,086
24.1 Investments in related parties
Available for sale
Investments in collective investment
schemes managed by AHIL Rupees 276,823,672 512,169,536
24.2 Other investments
Investments available for sale
Investments in quoted equity securities - 598,231,718
Investments in collective investment scheme - 4,720,000
Investments in market treasury bills - 33,485,057
Investments in unquoted equity securities 4,648,000 4,482,000
4,648,000 640,918,775
At fair value through profit or
loss - held for trading 24.3
Investments in quoted equity securities 3,364,175,038 2,303,099,026
Investments in collective investment scheme - 241,277,749
Investments in Srilankan unquoted equity securities 35,222,697 -
3,399,397,735 2,544,376,775
Rupees 3,404,045,735 3,185,295,550
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2010
24.3 Reconciliation of gain/(loss) on remeasurement of investments
at fair value through profit or loss - held for trading
Cost of investment 1,537,986,667 4,966,900,570
Unrealised gain / (loss):
Balanceasat 1 July (2,422,523,795) 169,845,045
Unrealised gain / (loss) for the year 945,893,915 (2,592,368,840)
Balance as at 30 June (1,476,629,880) (2/422,523,795)
Rupees 61,356,787 2,544,376,775
25. CASH AND BANK BALANCES
With banks in:
Current accounts
- Inlocal currency 14,192,317 40,254,725
- In foreign currency 8,833,845 3,753,243
23,026,162 44,007,968
Deposit accounts 251 102,260,171 22,296,182
125,286,333 66,304,150
Cash in hand 1,212,286 333,893
Rupees 126,498,619 66,638,043
251 Balance in deposit accounts carry mark-up ranging from 5% to 11.5% per annum (2009: 5% to 12% per annum).
25.2 As of 01 July 20009, the cash and cash equivalents of REMMCO amounted to Rs. 13,284,183.
26. OPERATING REVENUE 2010
Dividend income 112,761,402 296,543,914
Mark-up income 164,201,114 109,037,435
Brokerage income 130,028,189 165,301,050
Return on term finance certificates - 10,454,991
Consultancy / advisory fees and commission 83,229,971 15,080,858
Income from continuous funding system transactions - 1,784,827
Management fees 271,056,267 249,296,321
Processing and other related income 15,229,781 7,970,192
Rupees 776,506,724 855,469,588
26.1 Operating revenue is not subject to trade or any other type of discount.
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27.

OPERATING, ADMINISTRATIVE AND OTHER EXPENSES

Salaries and benefits 271
Printing and stationery
Communication
Rent, rates and taxes
Utilities
Legal and professional charges
C.D.C. and clearing house charges
Entertainment
Travel and conveyance
Depreciation
Repair and maintenance
Share transfer expenses
Insurance
Fees and subscription
Advertisement, business promotion and research
Meeting expenses
Donation 27.2
E.O.B.L contribution
Auditors’ remuneration 27.3
Technical assistance / commission and advisory fee
Registrar fee
General expenses
Bad debts expenses
Impairment loss on investments and property and equipment
Loss on sale of property and equipment
Amortization charges
Management fee
Others
Workers’ Welfare Fund
Rupees

ad Financial Statements

Consolidated Financial Statements

167,690,632 192,026,094
7,100,250 6,323,430
9,383,712 9,003,377

42,557,229 17,728,899
12,623,577 8,080,288
12,275,400 13,014,565
9,000,826 25,317,583
2,551,624 1,550,250
12,538,536 9,955,619
47,484,748 22,939,514
7,687,179 5,321,794

- 2,975,348

2,055,964 2,180,483
6,368,610 9,311,186
31,107,854 25,437,626
2,784,680 1,613,526
21,805,130 4,837,120
27,120 176,760
2,135,612 2,226,878
20,415,581 16,620,210
3,390,527 3,946,332
1,787,615 5,984,862
529,740 288,974,828
14,553,799 302,258,031
1,494,228 1,639,328
2,014,583 303,198
62,855,327 27,784,378
3,760,772 8,452,514
80,848,134 -
588,828,989 1,015,984,021

27.1  Thisincludes Group Companies’ contribution to defined contribution plan amounting to Rs. 10.338 million (2009:
Rs. 9.550 million) and allocation of profitability bonus amounting to Rs. 8.552 million (2009: Nil).

27.2  Directors or their spouses had no interest in donees’ funds, except Mr. Arif Habib (CEO and Director of the Parent).
He is trustee in two of the donee institution, Fatmid Foundation and Memon Health and Education Foundation.

. .
27.3 Auditors’ remuneration
Audit fee 1,331,077 1,375,000
Certification including half yearly review reporting 444,500 547,000
Other certifications 76,535 220,000
Out of pocket 283,500 84,878
Rupees 2,135,612 2,226,878
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2010
28. OTHER INCOME
Income from financial assets:
Profit on exposure deposit with KSE 51,459 -
Late payment charges 20,727,767 157,366,331
Income from non-financial assets:
Rental income 9,438,000 8,580,000
Exchange (loss) / gain on foreign currency balance (1,747,828) 584,114
Other 81,284,616 9,164,236
Rupees 109,754,014 175,694,681
29. FINANCE COST
Mark-up on long term financing 53,379,916 33,623,138
Mark-up on short term borrowings 336,537,562 643,276,823
Mark-up on finance lease 57,843 69,203
Mark-up on financial assets measured at
amortized cost - 9,868,385
Discounting charges on advance to employees (231,469) 68,113,540
Bank charges 2,773,174 6,421,916
Rupees 392,517,026 761,373,005
30. DISCONTINUED OPERATIONS
During the year ended 30 June 2009, the Parent Company signed an agreement for sale of entire shareholding of
Arif Habib Bank Limited for Rs. 2,673,313,686. Accordingly, AHBL was classified as held for sale and its results
were presented as a discontinued operation as of 30 June 2009.
Further, during the current year, a wholly-owned subsidiary, REMMCO was sold to the Chief Executive Officer, Mr.
Arif Habib for Rs. 2,499,950 on 1 July 2009.
The results of these two subsidiaries have been presented as discontinued operations and the comparative profit
and loss account has been re-presented to show the discontinued operations separately from continuing opera-
tions.
30.1 Results of discontinued operations 2010 2009
Arif Habib Real Estate
Bank Limited Modaraba
Management
Company
Limited
Revenue 3,005,226,000 3,308,670,000 10,148,157
Expenses (4,839,218,000) (4,635,024,000) (5,148,464)
(Loss) / profit from operations (1,833,992,000) (1,326,354,000) 4,999,693
Taxation 120,850,000 354,085,000 (1,306,973)
(Loss) / profit after tax 30.3 (1,713,142,000) (972,269,000) 3,692,720
Gain / (loss) on sale of discontinued
operations 30.2 939,984,229 - -
Loss on remeasurement of disposal
group classified as held for sale (511,745,202)
(Loss) / profit from discontinued
operations Rupees (773,157,701) (1,484,014,202) (3,692,720)
Cash flows generated from / (used in)
discontinued operations
Net cash flows (used in) / generated
from operating activities (1,252,628,000) 5,227,152,000 (324,226,290)
Net cash flows generated / (used in)
from investing activities 526,787,000 (4,983,374,000) 5,303,877
Net cash flows generated from
financing activities - - 89,996,906
Rupees (725,841,000) 243778000  (228925507)
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30.2  Gain on disposal of subsidiaries / (loss) on remeasurement
Arif Habib Bank Limited 943,884,577 (511,745,202)
Real Estate Modaraba Management Company Limited (3,900,278) -
Rupees 939,984,299 (511,745,202)

30.3  This includes loss after tax amounting to Rs. 697.519 million attributable to non-controlling interests. Further,
gain on sale of discontinued operations amounting to Rs. 939.984 million is entirely attributable to equity holders

of the Parent Company.
31.  TAXATION AL
For the year
- Current (23,061,116) (11,138,759)
- Deferred (272,083,907) 1,758,699
Prior year 16,215,915 9,870,486
Rupees (278,929,108) 490,426
32. EARNINGS PER SHARE - BASIC AND DILUTED
32.1 Basic (loss) / earnings per share 2010
Continuing Discontinued Total
operations operations
Profit after tax Rupees 1,638,926,532 (75,638,943) 1,563,287,589
Weighted average number of ordinary shares Number 375,000,000 375,000,000 375,000,000
Earnings per share Rupees 4.37 (0.20) 417
2009
Continuing Discontinued Total
operations operations
Loss after tax Rupees (2,064,504,292) (1,085,648,043) (3,150,152,335)
Weighted average number of ordinary shares Number 375,000,000 375,000,000 375,000,000
Loss per share Rupees (5.51) (2.90) (8.40)

32.2

Diluted earnings per share

Diluted earnings per share has not been presented as the group companies do not have any convertible instru-
ments in issue as at 30 June 2010 and 30 June 2009 which would have any effect on the earnings per share if the
option to convert is exercised.
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33. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS

AND OTHER EXECUTIVES

33.1  For the purpose of disclosure, those employees are considered as executives whose basic salary exceeds five hun-
dred thousand rupees in a financial year.

33.2  Theaggregate amounts charged in these financial statements in respect of remuneration including benefits to the

Chief Executive, Directors and Executives of the Company are given below:

Managerial remuneration

Contribution to provident fund

Bonus

Other allowance

Commission and performance bonus

Total Rupees

Number of person(s)

Chief Executives Directors Other Executives

2010 2009 2010 2009 2010 2009
24,994,890 16,030,780 312426 1,702,118 52,777,324 71,007,573
1,860,852 1,548,598 139,644 92,784 5,059,444 5,818,086
700,000 - - 210,000 150,000
8,845,471 2,501,925 312,428 664,587 27,438,636 20,607,409
- 5,897,237 2,829,162 4,187,990 181,230 145,256
36,401,213 25,978,540 3,593,660 6,647,479 85,666,634 97,728,324
6 4 17 10 43 38

33.3  The aggregate amount charged to these financial statements in respect of directors’ fee is Rs. 1.63 million (2009:

Rs. 1.395 million).

33.4  Besides above, group insurance and medical facilities under insurance coverage were provided to the above men-

tioned personnel.

33.5 Certain key management personnel have also been provided with free use of company-maintained vehicles in
accordance with the Group’s policy.
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34.

34.1

CASH GENERATED FROM (USED IN) OPERATIONS

Profit / (loss) before tax
Adjustments for:

Depreciation

Dividend income

Mark-up on bank balances, loans and advances
and term finance certificates

Impairment loss on investments

Reversal of doubtful debts

Bad debt expense

Gain on sale of shares

Loss on sale of property and equipment

Amortization charges

Finance cost

Operating profit / (loss) before working capital changes

Changes in working capital:

(Increase) / decrease in current assets
Trade debts

Loans and advances

Prepayments

Other receivables

Short term investments

Other assets

Increase / (decrease) in current liabilities
Trade and other payables

Cash generated from / (used in) operations Rupees
CASH AND CASH EQUIVALENTS

Cash and bank balances 25
Short term borrowings 11

Rupees

Consolidated Financial Statements

2010
2,071,878,155  (2,064,376,202)
47,484,748 23,173,992
(112,761,402) (296,543,914)
(164,201,114) (123,954,129)
14,553,799 302,258,031
- (15,000)
529,740 288,974,828
- (133,203,947)
1,494,228 1,639,328
2,014,583 303,198
392,517,026 760,791,985
181,631,068 823,424,372
2,253,509,763  (1,240,951,830)
(572,059,789) | | (1,404,482,516)
(98,932,688) 161,538,540
(10,699,488) 126,317,646
75,772,760 (143,483,573)
14,095,679 2,633,172,166
357,082,445 (357,082,445)
(278,940,411) (165,052,702)
(513,681,492) 850,927,116
1,739,828,271 (390,024,714)
126,498,619 66,638,043
(1,217,727,694)  (3,908,551,248)
(1,091,229,075)  (3,841,913,205)
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35.

35.1

FINANCIAL INSTRUMENTS
The Group has exposures to the following risks from its use of financial instruments:

- Creditrisk
- Liquidity risk
- Marketrisk

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.

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 financial assets of Rs. 13,118.777 million (2009: Rs. 11,578.502 million), the
financial assets which are subject to credit risk amounted to Rs. 2,384.868 million (2009: Rs. 1,768.899 million).

To manage exposure to credit risk in respect of loans and advances, management performs credit reviews taking
into account the borrower’s financial 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 contractual obligation to be similarly af-
fected by the changes in economic, political or other conditions. The Group believes that it is not exposed to major
concentration of credit risk.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
credit risk at the balance sheet date is:

2010

Trade debts 1,760,651,188 1,546,203,584
Long term deposits 33,800,643 30,233,372
Loans and advances 263,574,647 49,330,176
Short term deposits 5,675,699 750,000
Other receivables 195,879,828 76,077,472
Bank balances 125,286,333 66,304,150

Rupees 2,384,868,338 1,768,898,754

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.

The age analysis of loans, advances and other receivable is as follows: 2010

Not past due 538,188,507 107,140,242
Past due 1-30 days 8,278,444 436,345,576
Past due 30-150 days 12,605,022 327,767,671
Past due 150 days 1,661,033,690 800,357,743

Rupees 2,220,105,663 1,671,611,232
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The credit quality of loans, advance and other receivable can be assessed with reference to external credit ratings
as follows:

Rating Rating
Short term Long term Agency 2010 2009
Rupees

Al-Abbas Cement Industries

Limited - - - 183,251,381 -
Suroor Investment Limited A-2 A JCR-VIS 108,244,291 -
Princely Jets (Private) Limited - - - 70,000,000 -
Aisha Steel Mills Limited - - - 10,012,329 -
Sweetwater Dairies Pakistan

(Private) Limited - - - 476,348 178,612
Arif Habib Real Estate Services

(Private) Limited - - - 2,903,071 -
Arif Habib REIT Management

Limited - - - 240,092 209,703
Fatima Fertilizer Company

Limited - - - 4,539,361 31,625
Pak Power Resources Limited - - - - 2,326,500
Memon Health and Education

Foundation - - - - 15,000,000

Star Rating

Pakistan Stock Market Fund 4 - star 2 -star PACRA 3,683,650 3,391,097
Pakistan Premier Fund Limited 3 - star 3 - star PACRA 2,916,196 2,321,059
Pakistan Capital Market Fund 2 - star - PACRA 744,632 914,761
Pakistan International Element

Islamic Fund 4 - star - PACRA 900,630 1,255,345
Pakistan Strategic Allocation

Fund 3 - star 3 - star PACRA 4,227,992 10,195,013

Stability Rating

Pakistan Cash Management Fund AAA (f) PACRA 2,864,463 1,390,280
Pakistan Income Fund AA(f) PACRA 2,823,310 3,196,132
MetroBank - Pakistan Sovereign Fund AA (f) PACRA 1,423,773 1,424,860
Pakistan Income Enhancement Fund A+ (f) PACRA 4,501,136 18,703,897
Pakistan Pension Fund - - 242,352 186,673
Pakistan Islamic Pension Fund - - 148,775 126,759
Pakistan Capital Protected Fund - FIS - - 1,499,835 -
Pakistan Capital Protected Fund - 44,175,843 30,126,312

Advance to Princely Jets (Private) Limited is secured by demand promissory note and is refundable as per Memo-
randum of Understanding signed on 24 May 2010. Further; Rs. 201.423 million is due from group companies and
management believes that the sum will be recovered in full as companies are under common management.



Arif Habib Securities Ltd.

Notes to the ( ed Financial Statements

For the year ended 30 June 2010

The credit quality of Group’s bank balances can be assessed with reference to external credit ratings as follows:

Rating Rating

Short term Long term Agency 2010 2009
Rupees
Allied Bank Limited A+ AA PACRA 493,235 955,141
Arif Habib Bank Limited A2 AA JCR-VIS 103,187,014 51,593,858
Askari Bank Limited Al+ AA PACRA 8,760 9,400
Atlas Bank Limited A2 A- PACRA 185,198 142,960
Bank Alfalah Limited Al+ AA PACRA 5,258 29,407
Bank AL-Habib Limited Al+ AA+ PACRA 2,718,448 1,692,323
Bank Islami Pakistan Limited Al A PACRA 5,119,299 -
Bank of Ceylon AA AA  Fitch Ratings Lanka Ltd 8,794 -
Barclays Bank Limited Al+ AA- Standard & Poor’s 500,000 =
Deutsche Bank A.G. 2=l Aa3 Moody’s 15,037 =
Faysal Bank Limited Al+ AA PACRA & JCR-VIS 23,475 23,475
First Women Bank Limited A2 BBB+ PACRA 50,000 50,000
Habib Bank Limited Al+ AA+ JCR-VIS 613,816 990,288
Habib Metropolitan Bank

Limited Al+ AA+ PACRA 1,768 2,201
JS Bank Limited Al A PACRA 303,562 346,969
KASB Bank Limited A2 A- PACRA 387,999 125,557
MCB Bank Limited Al+ AA+ PACRA 4,268,118 3,945,934
My Bank Limited Al+ AA PACRA 80,470 86,948
National Bank of Pakistan Al+ AAA JCR-VIS 252,172 302,530
National Bank of Dubai A+ AA Standard & Poor’s 906,713 1,534,539
NIB Bank Limited Al+ AA- PACRA 437,936 103,773
Sampath Bank AA AA Fitch Ratings Lanka Ltd 222,886 16,158
Soneri Bank Limited Al+ AA- PACRA 164,475 164,675
Standard Chartered Bank

(Pakistan) Limited Al+ AAA PACRA 216,001 991,349
Standard Chartered Bank,

Dubai AA AAA Standard & Poor’s 13,823 -
Standard Chartered Bank,

Sri Lanka Al+ AAA  Fitch Ratings Lanka Ltd 4,535,612 2,084,145
The Bank of Punjab Al+ AA- PACRA 1,495 82,315
Union Bank, Sri Lanka A- A Fitch Ratings Lanka Ltd 16,739 8,265
United Bank Limited Al+ AA+ JCR-VIS 548,232 1,021,940

The movement in the allowance for impairment is as follows:

Opening balance - (23,455,523)
(Reversal) / provision during the year - 23,440,523
Written off - 15,000
Closing balance Rupees - -

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.
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35.2

35.3

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations arising from its financial
liabilities that are settled by delivering cash or another financial asset, or that such obligations will have to be
settled in a manner disadvantageous to the Group. Prudent liquidity risk management implies maintaining suf-
ficient cash and marketable securities and the availability of adequate funds through committed credit facilities.
The Group finances its operations through equity, borrowings and working capital with a view to maintaining an
appropriate mix between various sources of finance to minimize risk. The management aims to maintain flexibil-
ity 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. 126.498 million
(2009: Rs. 66.638 million) and Rs. 3,827 million (2009: Rs. 5,836.449 million) as mentioned in note 25 and 11.

The following are the contractual maturities of financial liabilities, including estimated interest payments on an
undiscounted cash flow basis:

2010
Carrying Contractual Upto one year More than one
amount cash flows 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
2009
Carrying Contractual Upto one year More than one
amount cash flows year
Financial liabilities
Trade and other payables 696,680,952 696,680,952 696,680,952 -
Short term borrowings 3,908,551,248 3,908,551,248 3,908,551,248 -
Long term loan 735,857,990 735,857,990 53,250,000 682,607,990
Rupees 5,341,090,190 5,341,090,190 4,658,482,200 682,607,990

The future interest-related cash flows depend on the extent of utilisation of running finance facilities and the
interest rates applicable at that time.

Market risk

Market risk means that the fair value or future cash flows of a financial instrument will fluctuate because of chang-
es 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.

Foreign exchange risk management

Foreign currency risk arises mainly where receivables and payables exist due to transactions in foreign curren-
cies. 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 Dirhams. The management believes that the
Group'’s exposure emanating from any fluctuations in the foreign currencies does not require to be hedged.

Financial assets and liabilities exposed to foreign exchange rate risk amounts to Rs. 9.658 million (2009: Rs. 7.911
million) and Rs. Nil (2009: Nil) respectively, at the year end.
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b)

Sensitivity analysis

For the purpose of foreign exchange risk sensitivity analysis, it is observed that during the financial year the local
currency has weakened against US Dollar, UAE Dirham and Sri Lankan Rupee by approximately 5.2%, 5.3% and
6.4% respectively. Subsequent to the balance sheet date and till the authorization of these financial statements,
a further decline of 0.05%, 0.08% and 0.82% respectively, has been observed. During the year, the above decline
has resulted in a gain on foreign currency translation of Rs. 1.748 million that is recognized in profit and loss
account. Therefore, the Group is not significantly exposed to foreign currency risk. Further, there are no commit-
ments or outstanding derivative contracts in foreign currency at the balance sheet date.

The following table summarizes the financial assets as of 30 June 2010 and 30 June 2009 that are subject to for-
eign currency risk and shows the estimated changes in the value of financial assets (and the resulting change in
profit and loss account) assuming changes in the underlying exchange rates applied immediately and uniformly
across all currencies. The changes in value do not necessarily reflect the best or worst case scenarios and actual
results may differ. The analysis assumes that all other variables, in particular interest rate, remain constant. Ru-
pees are in millions.

Fair Estimated fair value assuming a hypothetical percentage increase /
value of (decreases) in the value of foreign currencies versus Pak Rupee
net assets -20% -10% -1% 1% 10% 20%
30 June 2010 9.66 7.73 8.69 9.56 9.75 10.62 11.59
30 June 2009 791 6.33 7.12 7.83 7.99 8.70 9.49

Interest / mark-up rate risk

Interest / mark-up rate risk is the risk that value of a financial instrument or future cash flows of a financial instru-
ment will fluctuate due to changes in the market interest / mark-up rates. Sensitivity to interest / mark-up rate
risk arises from mismatches of financial assets and liabilities that mature or re-price in a given period. The Group
manages these mismatches through risk management strategies where significant 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 profile of the Group’s significant interest-bearing financial instruments
was as follows:

2010 2009 2010 2009
Effective interest rate (in %) Carrying amounts (in Rupee)
Financial assets
Loans and advances 15% 18% 10,000,000 12,188,785
Cash and bank balances 5% t011.5% 5% to 12% 102,260,171 22,296,182
Financial liabilities
Short term finance 13.34%1t016.26% 11.14%t018%  1,217,727,694 3,908,551,248

Long term finance 14% t0 15.5% 14% to 17.5% 183,939,269 682,607,990
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Sensitivity analysis

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore, a change in interest rate will not effect fair value of any financial instrument. For cash flow sensitivity
analysis of variable rate instruments a hypothetical change of 100 basis points in interest rates at the balance
sheet date would have decreased / (increased) profit for the year by the amounts shown below.

It is assumed that the changes occur immediately and uniformly to each category of instrument containing inter-
estrate risk. Variations in market interest rates could produce significant changes at the time of early repayments.
For these reasons, actual results might differ from those reflected in the details specified below. The analysis as-
sumes that all other variables remain constant.

Profit and loss 100 bps
Increase Decrease
Rupees

As at 30 June 2010

Cash flow sensitivity-Variable rate financial liabilities (7,329,204) 7,329,204
Cash flow sensitivity-Variable rate financial assets 822 (822)
As at 30 June 2009

Cash flow sensitivity-Variable rate financial liabilities (15,708,451) 15,708,451

Cash flow sensitivity-Variable rate financial assets - -

Price risk

Price risk represents the risk that the fair value of a financial instrument will fluctuate 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 specific to the individual financial instrument or its issuer; or factors affecting all or similar
financial instruments traded in the market. The Group is exposed to equity price risk since it has investments in
quoted equity securities, amounting to Rs. 3,841.231 million (2009: Rs. 4,020.908 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 concerned with short term price fluctuations with respect to its strategic investments provided that the un-
derlying business, economic 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 implement-
ing the strict discipline in internal risk management and investment 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 fluctuation and consequently the amount realized in the sub-
sequent sale of an investment may significantly 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 35.74% during the financial year. Subsequent to the balance sheet date and till the date of authorization of
these financial statements, a further increase 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 2010 and 2009 and shows the effects of
a hypothetical 30% increase and a 30% decrease in market prices as at the year end. The selected hypothetical
change does not reflect 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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30 June 2010

30 June 2009

Other market risk

ad Financial Statements

Fair Value Hypothetical
price change

3,841.23 30% increase
30% decrease

4,020.91 30% increase

30% decrease

Estimated
fair value
after
hypothetical
change in
prices

4,993.60
2,688.86

5,227.18
2,814.64

Hypothetical
increase /
(decrease) in
shareholders’

equity
143.12
(143.12)

12554
(125.54)

Hypothetical
increase
(decrease) in
profit / (loss)
before tax

1,009.25
(1,009.25)

1,080.74
(1,080.74)

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 financial state-
ments readers for the risk inherent in the financial instruments.

Fair value of financial instruments

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, will-
ing parties in an arm’s length transaction. The carrying value of all financial assets and liabilities on the balance

sheet, excluding some long term investments, approximate to their fair value.

Fair values versus carrying amounts

The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance sheet,

are as follows:

Financial Assets

Long term investments
Short term investments
Long term deposits
Loans and advances
Other receivables

Cash and bank balances

Financial liabilities
Interest/mark-up accrued
on short term borrowings
Trade and other payables
Short term borrowings

30 June 2010 30 June 2009
Carrying Fair Carrying Fair
Amount Value Amount Value
8,818,153,833 16,369,118,220 7,658,758,006 7,658,758,006
3,680,869,407 3,680,869,407 3,697,465,086 3,697,465,086
33,800,643 33,800,643 30,233,372 30,233,372
263,574,647 263,574,647 49,330,176 49,330,176
195,879,828 195,879,828 76,077,472 76,077,472
126,498,619 126,498,619 66,638,043 66,638,043
Rupees 13118776977 20,669,741,364  11,578,502,155 11,578,502,155
30 June 2010 30 June 2009
Carrying Fair Carrying Fair
Amount Value Amount Value
55,280,439 55,280,439 194,568,479 194,568,479
335,310,438 335,310,438 696,680,952 696,680,952
1,217,727,694  1,217,727,694 3,908,551,248 3,908,551,248
Rupees 1,608,318,571 1,608,318,571 4,799,800,679 4,799,800,679
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Valuation of financial instruments

In case of equity instruments, the Group measures fair value using the following fair value hierarchy that reflects
the significance 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 significant unobservable inputs. This category includes all instruments where
the valuation technique includes inputs not based on observable data.

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

Valuation techniques used by the Group include discounted cash flow model. Assumptions and inputs used in
valuation techniques 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 reflects the
price of the financial instrument at the balance sheet date that would have been determined by market partici-
pants acting at arm’s length.

Valuation models for valuing securities for which there is no active market requires significant unobservable in-
puts and a higher degree of management judgement and estimation in the determination of fair value. Manage-
ment judgement and estimation are usually required for selection of the appropriate valuation model to be used,
determination of expected future cash flows on the financial instrument being valued and selection of appropri-
ate 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 2010 Level 1 Level 2 Level 3 Total
Financial assets at fair value

through profit or loss

Equity securities Rupees 3,399,397,735 - - 3,399,397,735

Available-for-sale financial assets

Equity securities Rupees 477,055,813 - 4,648,000 481,703,813

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

Unlisted
equity
investment
Balance at 1 July 2009 4,482,000
Unrealized gain / (loss) in total comprehensive income 166,000

Balance at 30 June 2010 Rupees 4,648,000
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Unlisted
equity
30 June 2010 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 166,000

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 assumptions used
to reasonably possible alternative assumptions would have the following effects:

Effect on profit or loss
favourable (unfavourable)
30 June 2010
Equity securities Rupees 4,648 (4,648)

Accounting classifications and fair values

The table below provides reconciliation of the line items in the Group’s statement of financial position to the categories of financial
instruments.

Cost Total
Loans and Available / amortized carrying
30 June 2010 Trading receivables for Sale cost amount
Financial Assets
Cashand bankbalances - - - 126498619 126,498,619
Investments 3,399,397,735 - 481,703,813 30,000,000 3911,101,548
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
Tradeand 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
30June 2009
Financial Assets
Cash and bank balances - - - 126/498,619 126,498,619
Investments 3,697,465,086 = 327924576 30,000,000 4,055,389,662
Long term deposits - 30,233,372 - - 30,233,372
Loans and advances - 49,330,176 - - 49,330,176
Other receivables - 76,077,472 - 76,077,472
Rupees 3,697,465,086 155,641,020 3279245576 156,498,619 4,337,529,301
Financial Liabilities
Trade and other payables - - - 696,680,952 696,680,952
Interest/mark-up accrued
on short term borrowings - - - 55,280,439 55,280,439
Short term borrowings - - - 3908,551,248 3908,551,248
Rupees 4,660,512,639 4,660,512,639

The financial instruments not accounted for at fair value are those financial assets and liabilities whose carrying amounts approximate at fair value.
Other marketrisk

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 financial statements readers for the risk inherent in
the financial instruments.
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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 will-
ing parties in arm’s length transaction. Consequently, differences may arise between the carrying values and the
fair value estimates.

Underlying the definition 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 ad-
verse terms.

The carrying value of all financial assets and liabilities on the balance sheet approximate to their fair value.
CAPITAL MANAGEMENT

The Group companies’ policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence, 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 benefit 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 define as net profit after taxation divided by total shareholders’ equity. The Board of
Directors also monitors the level of dividend to ordinary shareholders. There were no changes in Group compa-
nies’ approach to capital management during the year.

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 benefits 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 33 to the financial statements. Transactions with related parties dur-
ing the year other than those disclosed elsewhere in the financial statements are given below:

2010

Transactions with subsidiaries

- Initial / fresh equity investments Rupees 150,392,822 189,115,129
- Subscription of right shares Rupees 84,411,570 226,849,285
- Payment for capital work in progress Rupees 100,114,837 128,372,972
- Advance against shares Rupees 173,000,000 -
- Loan advanced and repaid Rupees - 400,000,000
- Loans and advances Rupees 10,000,000 -
- Mark-up on loans and advances Rupees 12,329 74,575,593
- Services availed Rupees 2,734,043 13,386,692
- Dividend Income Rupees 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) -

Transaction with employees and key management personnel

- Brokerage commission to key management personnel Rupees 5,267 7,962,851
- Advances to key management personnel Rupees 1,224,354 899,626
- Receipt of advances to employees Rupees 512,000 -
- Mark-up on loan from CEO Rupees - 82,050,173
- Amount repaid to Mr. Arif Habib Rupees 3,885,142 -
- Loan from Mr. Arif Habib Rupees 101,939,269 95,495,599
- Advance against shares Rupees - 11,862,391

- Profitability bonus Rupees 8,617,435 779,711
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Mark-up on employee loan Rupees 711,250 726,399
Proceeds from sale of property to Syed Ajaz
Ahmed Zaidi Rupees 7,000 =
Transaction with other related parties

Payment to employees’ provident fund Rupees 9,958,009 9,958,009
Purchase of shares from related party Rupees - -
Sale of shares to related party Rupees 1,800,413 1,800,413
Memon Health & Education Foundation Rupees - -
Fatmid Foundation Rupees - -
Sale of property and equipment to employees Rupees - -
Payment of rent Rupees 1,741,520 1,741,520
Brokerage charged to others Rupees 13,554,877 13,554,877
Building expenses shared with Arif Habib

REIT Management Ltd Rupees 209,703 209,703
Mark-up on employee loan Rupees 726,399 726,399
Transfer of right to receive the amount of

investment and mark-up there on to RECPL Rupees 85,017,070 85,017,070

Transaction with other related parties

Payment to employees’ provident fund / voluntary
pension scheme Rupees 11,428,080 9,958,009
Technical assistance fee Rupees 192,000 350,552
Sale of shares to related parties Rupees 144,601,058 1,800,413
Payment of rent and maintenance to Rotocast
Engineering (Private) Limited Rupees 39,062,723 1,741,520
Brokerage commission charged to related parties Rupees 11,269,399 13,554,877
Building expenses shared with Arif Habib REIT
Management Limited Rupees - 209,703
Expenses shared with Arif Habib

Real Estate Services (Private) Limited Rupees 7,093,236 9,780
Transfer of right to receive the amount of investment and
mark-up thereon to RECPL of units to investors Rupees - 85,017,070
Advisory Fee paid to Mr: Akmal Jameel Rupees 150,000 -
Loan to Javedan Cement Limited Rupees 150,000,000 -
Mark-up on loans and advances Rupees 5,029,909 -
Interest income earned on advance to related party Rupees 344,141 -
Paid to Rotocast (Private) Limited

against lease improvements Rupees - 65,622,500
mark-up 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 33,750 332,929
Management Fee / Investment Advisory fee - Funds Rupees 270,234,441 248,667,967
Processing and other related income - Funds Rupees 15,229,781 7,970,192
Investment / Conversion in funds at cost Rupees 712,290,437 338,465,005
Sale proceeds from redemption - Funds Rupees 613,292,780 339,143,152
IPO profit / mark-up on balances with CIS under management Rupees 5,547,393 2,274,278
Reimbursement to CIS / Pension funds against expenses /

issuance of units to investors Rupees 665,853 420,937
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39. 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.
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 finance services.

2010
Capital Investment Brokerage Continued Discontinued operations Consolidated
market advisory / and others 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 - 3788390724
(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
Gain / (loss) on remeasurement
of investments - net 1,079,940,235 - (134,046,320) 945,893915 (73,805,000) - 872,088915
1,226,891,825 368,665,057 288,501,045 1,884,057,927 2,995,129,000 - 4879186927
Operating, administrative
and other expenses (163,446,326) (280,557,906) (144,824,756) (588,828988)  (2,408,688,000) - (2997,516,988)
Operating profit 1,063,445,499 88,107,151 143,676,289 1,295,228,939 586,441,000 - 1881,669,939
Other income 193,335 13155416 96,405,263 109,754,014 10,097,000 - 119,851,014
1,063,638,834 101,262,567 240,081,552 1,404,982,953 596,538,000 - 2001,520953
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 54,003,385 124,286,113 1,012,465927  (1,833,992,000) - (821,526,073)
Share of profit from associates 1,059412,228 - - 1,059412,228 - 1,059,412,228
Segment results 1,893,588,657 54,003,385 124,286,113 2071878155  (1,833,992,000) - 237,886,155
Unallocated expenditures - - - - - - -
Profit / (loss) before tax 1,893,588,657 54,003,385 124,286,113 2,071,878155  (1,833,992,000) - 237,886,155
Taxation (272,950,954) 11,896,303 (17874457)  (278929,108) 120,850,000 - (158079,108)
Profit / (loss) after tax 1,620,637,703 65,899,688 106,411,656 1,792949,047  (1,713,142,000) - 79,807,047
Loss on remeasurement of disposal
group classified as held for sale - - -
Gain / (loss) on disposal - - - - 943,884,577 (3,900,278) 939,984,299
Total Rupees 1,620,637,703 65,899,688 106,411,656  1,792,949,047  (769,257,423) (3,900,278) 1,019,791,346
2009
Capital Investment Brokerage Continued Discontinued operations Consolidated
market advisory / and others operations Banking Other
operations assets
manager
Revenues
Operating revenue 233,286,220 311,066,975 202,078,958 746,432,153 3,319,853,000 - 4066,285,153
(Loss) / gain on sale of securities-net (795,809,727) (31,523,690) 247,014,480 (580,318937) 29,468,000 - (550,850,937)
(Loss) / gain on remeasurement
of investments-net (2,725,050,299) - 132,681,459  (2,592,368,840) (45,940,000) - (2,638308,840)
(3,287,573,806) 279,543,285 581,774,897  (2426,255,624) 3,303,381,000 = 877,125,376
Operating administrative
and other expenses (74,120,117) (565,203,465) (376,660439)  (1,015984,021)  (2,271,334,000) (5145370)  (3,292,463,391)
Operating (loss) / profit 3,361,693923) (285,660,180) 205,114,458 ~ (3442,239,645) 1,032,047,000 5145370) (2415338015
Other income 82,520,028 11,370,021 190,842,067 284,732,116 5,289,000 10,148,157 300,169,273
(3279,173,895) (274,290,159) 395956,525  (3,157,507,529) 1,037,336,000 5,002,787  (2,115,168,742)
Finance cost (456,114,717) (70,163,603) (235,094,685) (761,373,005)  (2,363,690,000) (3094) (3,125,066,099)
(3735,288,612) (344,453,762) 160,861,840  (3,918880,534)  (1,326,354,000) 4,999,693  (5,240,234,841)
Share of profit from associates 1,849,504,639 - - 1,849,504,639 - 1,849,504,639
Segment results (1,885,783,973) (344,453,762) 160,861,840  (2,069375895)  (1,326,354,000) 4999693  (3,390,730,202)
Unallocated expenditures - - - - - - -
(Loss) / profit before tax (1,885,783,973) (344,453,762) 160,861,840  (2,069375895)  (1,326,354,000) 4999693  (3,390,730,202)
Taxation (7,837,239) 21,341,422 (13,013,757) 490,426 354,085,000 (1,306,973) 353,268,453
(Loss) / profit after tax (1,893,621,212) (323,112,340) 147,848,083  (2,068,885469) (972,269,000) 3,692,720  (3,037,461,749)
Loss on remeasurement of disposal
group classified as held for sale - - - - (511,745,202) - (511,745,202)

Total Rupees (1,893621,212) (323,112340) 147,848,083 (2068,885469) (1,484,014,202) 3,692,720 (3,549,206951)
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2010
Capital Investment Brokerage Continued Discontinued Consolidated
market advisory / and others operations operations
operations assets Banking
manager
Other information
Segmentassets 6,796,417,347 724,337,363 1,675,975,009 9,196,729,719 - 9,196,729,719
Investment in equity method associates 8,502,987,550 - - 8,502,987,550 - 8,502,987,550
Unallocated corporate assets - - - - - -
Consolidated total assets Rupees 15,299,404,897 724,337,363 1,675,975,009 17,699,717,269 - 17,699,717,269
Segment Liabilities 720,688,226 317,936,203 995,208,853 2,033,833,282 - 2,033,833,282
Unallocated corporate liabilities - - - - - -
Consolidated total liabilities Rupees 720,688,226 317,936,203 995,208,853 2,033,833,282 - 2,033,833,282
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 -
2009
Capital Investment Brokerage Continued Discontinued Consolidated
market advisory / and others operations operations
operations assets Banking
manager
Other information
Segmentassets 4,646,144,988 772,597,643 3,752,236,244 9,170,978,875 31,807,092,798 40978,071,673
Investment in equity method associates 7,300,833,430 = 7,300,833,430 = 7,300,833,430
Unallocated corporate assets - - - - - -
Consolidated total assets Rupees 11,946978418 772,597,643 3,752,236,244 16,471,812,305 31,807,092,798 48,278905,103
Segment Liabilities 2,847,012916 432,419,724 2,263,305,056 5,542,737,696 26,956,786,000 32,499,523,696
Unallocated corporate liabilities - - - - - -
Consolidated total liabilities Rupees 2,847,012916 26,956,786,000 2,263,305,056 2,263,305,056 26,956,786,000 32,499,523,696
Capital expenditure Rupees 45,600,901 10,876,376 155,728,223 212,205,500 181,111,000 393,316,500
Depreciation Rupees 1,742,851 9,620,110 9,329,827 20,692,788 37,650,000 58,342,788
Non-cash expenses other
than depreciation Rupees = =
2010
Reconciliations of reportable segment revenues,
profit or loss and assets and liabilities
Operating revenues
Total revenue for reportable segments 3,845,926,887 4,066,285,153
Elimination of inter-segment revenue (57,536,163) -
Elimination of discontinued operations (3,011,884,000) (3,319,853,000)
Consolidated revenue Rupees 776,506,724 746,432,153
Profit or loss
Total profit or loss before tax for reportable segments 1,211,210,287 (3,562,233,261)
Elimination of inter-segment revenue / expense (33,339,833) (345,241,836)
Elimination of discontinued operations 894,007,701 1,838,099,202
Consolidated profit from continuing operations before tax Rupees 2,071,878,155 (2,069,375,895)

Information about major customers

Arif Habib Limited is involved in a brokerage business. Its major client are banking institutions such as National Bank of Paki-
stan Limited, United Bank Limited and Allied Bank Limited.
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39.1 GEOGRAPHICAL SEGMENT ANALYSIS 2010
Profit / (Loss) Total assets Net assets Contingencies
before tax employed and
commitments
Pakistan 1,096,858,637 17,546,978,347 15,690,562,576 389,724,070
Colombo, Srilanka (1,970,046) 100,297,914 (18,528,845) -
Dubai, UAE (1,952,278) 52,441,008 (6,149,745) -
Rupees 1,092,936,313 17,699,717,269 15,665,883,986 389,724,070
2009
Profit / (Loss) Total assets Net assets Contingencies
before tax employed and
commitments
Pakistan (3,897,282,819) 48,067,371,182  15,701,308,810 319,253,186
Colombo, Srilanka (158,401) 78,947,613 53,494,841 -
Dubai, UAE (5,034,184) 132,586,308 24,577,756 -
Rupees (3902,475,404) 48,278,905,103  15,779,381,407 319,253,186
40. DATE OF AUTHORIZATION FOR ISSUE
These financial statements have been authorized for issue on August 30, 2010 by the Board of Directors of the Company.
41. EVENTS AFTER BALANCE SHEET DATE
The Board of Directors of the Parent Company in their meeting held on August 11, 2010 also approved specie dividend for the
year ended 30 June 2010 at the rate of 30% by distributing 112.50 million shares of Fatima Fertilizer Company Limited having
face value of Rs. 10 each and fair value of Rs. 12.53 each to the shareholders of the Company in the ratio of 3 shares of FFCL
for every 10 shares held of Arif Habib Securities Limited. These financial statements do not include the effect of this specie
dividend, which will be accounted for in the financial statements for the year ending 30 June 2011. The investment in FFCL is
being carried at fair value in these financial statements using the quoted market rate of this investment at the year end.
Subsequent to the year end, the Parent Company has subscribed further shares in an associate, Aisha Steel Mills Limited. This
resulted in increase in Parent’s holding in the associate to 37.04%.
42, GENERAL

Corresponding figures have been re-arranged and / or re-classified, wherever necessary, for the purposes of comparison and
better presentation. The comparative profit and loss account and cash flow statement have been represented as if the subsid-
iary discontinued this year has been discontinued from the start of the corresponding year. Other major changes made during

the year are as follows:

Re-classified from Re-classified to Note
Balance sheet

Other income Operating revenue 27

Ov i .

CHAIRMAN & CHIEF EXECUTIVE

From To Reason
(Rupees)
113,499,138 113,499,138 Better
presentation

)

op2

DIRECTOR
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Directors, Chief Executive, and their Spouses and minor children

Executives

WIT and ICP

Associated Companies, Undertakings and Related Parties

Public Sector Companies and Corporatons

Bank, Development Finance Institutions,
Mon-Banking Finance Institukions

Insurance Companics

Modaraba and Mutual Funds

Others

General Public - Local

General Public - Foreign

Directors, Chiel Executive,
and their Spouses and minor children

Mr. Arif Habib

Mr Asadullah KEhawaja

Mr. Kashif A, Hahib

M Masim Bog

Mr. Sirajuddin Cassim

Mr. Syed Ajaz Ahmed Zaidi

Mr. Muhamad Khubaib

Mr. Muhammad Akmal Jameel

Mrs. Zetun Arif

Associated Companies, Undertakings and Related Parties

NIT and ICP
Wational Bank of Pakistan - Trustee Department NI[U]T Fund

Joint Stock Companics

Public Sector Companies and Corporatons
Bank, Development Finance Institutions,
Mon-Banking Finance Institutions
Insurance Companics

Modaraba and Mutual Funds

Others

Genral Public
Local
Fereign

Shareholders holding 10% or more voling interest
M Arif Habil
Mrs. Zetun Arif

Number of

:ihar'::-"hld

Holding

sharcholders
12 261,615466 69.76
1 1,101.895 029
7 4,712,183 1.26
17 5,186,510 1.38
12 2,180,025 0.58
11 815,789 022
192 28920081 7.71
0.138 63,071,302 1682
11 7,386,849 1.97
9401 375000000 __ 100.00
3 205,250,247 534.73
1 B3z| 000
1 29,166/ 0.0l
1 B3z 000
1 83,332 0.0z
1 g32| .00
1 125} 0.0
1 100 0.0
2] | _56250,000) 15.00
12 261,615466 69,76
1 1,101.895 029
i 4.?13,133_‘_ 1.26
17 5,186,510 1.38
12 2,180,025 0.58
11 B15,789 022
192 28929981 | 7.71
239 41,824 488 11.15
0.138 63,071,302 | 1682
11 7,386,849 1.97
0149 70,458,151 18.79
9401 375000000 _ 100.00
3 205250, 247 54.73
2 53,700,000 15.00
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Pattern Of Shareholding |

BN lio. Of Sharchalders|

1013
2325
1753
2840
617
231
128
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1

101
501
1001
2001
10001
15001
20001
25001
30001
35001
40001
45001
50001
55001
60001
G001
Fo0o1
o001
BOO0L
85001
Q0001
95001
LogooL
105008
110001
115001
125001
130001
135000
1450010
150001
155001
Lagnol
La5001
170001
175001
o001
1BO00E
195001
200001
210001
215001
220001
235001
245001
250001
260001
265001
270001
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to 100
to 500
to 1000
to 5000
to 10000
to 15000
to 20000
to 25000
to 30000
to 35000
to 40000
to 45000
to 50000
to 55000
to GO000
to G000
to 70000
to 75000
to 0000
to B5000
to 20000
to Q5000
to 100000
to 105000
to 110000
to 115000
to 120000
to 130000
to 135000
to 140000
to 150000
to 155000
to 160000
to 165000
to 170000
to 175000
to 1RO000
to 1R0000
to 185000
to 200000
to 205000
to 215000
to 220000
to 225000
to 240000
to 250000
to 255000
to 265000
to 270000
to 275000

al537
745,384
1467750
6,918,840
4,621,933
2,921,984
2,342,387
2,283 586
1,535,205
1377971
1445409
938,565
1,558,445
B33.031
769,258
439,700
478,252
736,216
350,146
664,882
533,310
63T
930,366
512,721
323,650
111,255
117,667
256,850
229,000
275,750
745,400
154581
314,150
164,000
170,000
349,000
177,500
177,500
260,214
GO0,000
204,538
214096
431,687
222,156
715251
250,000
233,500
525,296
265,685
275,000



Pattern Of Shareholding ]

| No. Of Shareholders | Total Shares Held |
3 285001 ] 29000 264,361
1 300001 ] 305000 FH0, 300
| 305001 ] 310000 308,770
1 320001 ] 325000 325,00
F) 350001 ] 355000 FEeLY
1 365001 ] 370000 68,000
£ FT0001 ] 375000 747,793
) 375001 ] 3R000M 750,497
) 380001 ] 385000 762,979
) 415001 ] SZ000M 834,082
1 425001 ] 430000 430,000
1 430001 ] 435000 435,000
K] 445001 ] 450000 1,347,199
1 460001 ] 4650040 362,606
| 475001 ] 4830000 477 (4
1 485001 ] S0 FED ERE
1 490001 ] 495000 457, (RO
) 495001 ] 500000 1,000, RO
) 500001 ] 505000 1,0k, G0
1 345001 ] 550000 330,000
K] 595001 ] 600000 1,800,000
1 645001 ] G 650,000
F) R | ] 672000 1,350,000
1 750001 ] 755000 751,500
| 785001 ] 790000 THS,H41
1 795001 ] EFOFIMD LG RRLNLL
3 995001 i 1000000 3,000,000
1 1100001 i 11050040 1,101 895
| 1155001 ] 1160000 1, 160,800
1 1290001 ] 1295000 1,293,300
| 1345001 ] 1350000 1,350,000
1 1365001 ] 13700 157 0,000
F) 1495001 ] 1500000 3,000,000
1 1510001 ] 1515000 1,514,393
| 1525001 ] 1530000 1529875
1 1855001 ] 1EGOOR 1,856,892
| 2295001 ] 2300000 2,300,000
1 2545001 ] 2350000 2,550,000
| 3490001 ] 3495000 3494462
1 6295001 ] LERILLLRIEE G SR, EPOC
| 9995001 ] 10000000 10,000,000
1 10695001 ] 10700000 L0, 7 EH0 (R
| 15550001 ] 15555000 15,550,125
1 53695001 ] 53700000 33,700,000
| G2 700000 ] 62705000 62,700,122
1 126995001 ] L2 7 T0UMI0D 127,000,000
9401

375,000,000



L] Hieualis
The Company follows the peried of July 1 t2 June 30 as the Financial Year.

For the Financial Year ending on June 30, 2011,
Financial Results will be announced as per the following
tentative schedule:

" IssuanoeE ol Annudl Keporl

21 days before AGM iLe, on or before September 04, 2010,

Ifch Annual General Maesiing

The 16th Annual General Mesting of the Shareholders of Arif Habib Securities Limited [“the
Company”) will be held on Saturday, September 25, 20010 at 100 AM at the Beach Lusury Hotel,
Moulvi Tamizuddin Khan Rosd, Karachi,

I il
Specie dividend as final dividend for the year ended on June 30, 2000, announced on August 11,

2010 having entitlement date Sepltember 18, 2010 is expected (o be delivered on or after September
27, 2010 but before statutory time limit of 30 days from the date of AGM




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

Investmanks in Associaled Companiey & Associled Undertakinges

The Board of Directors of the Company has approved the specific limits for equity investments and
loansfadvances alongwith other particulars for investments in its following existing and planned
associated companies and associated undeortakings 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 posibion to materialize the investment opportunities as and when arrive. It is prudent
Lhal:l:ILB Company should be able ko make the investment at rl;m right time when the opportunity is
available.

E Muama of imeestes company Asha Steol Mills Limited
Mature, ameunt and extent of imvestmens An apgegaie limit l.l[utr)i estment upbo Bs 2200
millien including foesh limit of Bs. 200 million and amy
achanee sgainst subscnption of right. Furthar an
apgrepate limit for lean upto Bs 350 million indeding
fresh limit of R 500 mallion

dverage maarket prce of the shares mbended o
bz purchersod dunmg preceding stc months in
warse of [sted companies

Breabup value of shares intended to b
purdhased an the basts of lest published fmaneial
statuments Rs 8,59 per share

Price at which shares will be purchased Arpnafd'}'wmlummlarkﬂjlrﬁmdjl ted price
presvling en tha date of transcbonfinvestment

Barming per share of investes company in last

Jome 2, 209 Ris (), ) et shur

|same 3, 3008 R {020 per shum

[une 3, 2007 R 1) per share

Source of funds from whoere shares willbe made | From company’s oo available lquidity and credat lines

Purind for which mmestment will bo mado Lang term#short term

Purposa of mmyestment For the benefit of the company and to earn better refums
im the lomg minon C imvestiment by (apiuring the

ppportunsties on the bt

Benafits likely to accre to the compsany and the | This imvestment may morease dividend carmings and
sturghalders from the proposed msestment Apital appreciation smee it s copected thas nvestee
campiny will generate regsonablae profits in future

Interest of directors and their relatives inthe | MNooe except as sharcholder
it COmpanmy
Ay loan had already been provided or bean Dutstanding loan of R 10 million subsequent to
has been written off to the said comgrany halance sheet diate was ropaid to the Company

Rate of interest on lpan fatvance G Months KIEDR+ 1% or Company's bormowing rate
whichewer is higher

Repayment schedule of loan/advance Short tee medinm term within 3 years and long torm
within 5 years

Security enloanfadvance Managemont censidurs that being group companmy
thire is o need of collateral security




Mt of Livestee company
Mature, amount and extent of e somene

Average market prees of the shares Infended bo
b prchiased duriing preceding st monts i
casa of listed companies
Breakup value of thares intenced oo b
prunrchszsesd v b bersis of Last puabdishied sl
statements
Price at which glares will be purchased
Edrning peer share of iivestee comipany in last
mrwﬁam:

lane 340, 2009

|I|JI!'|l.'- 3, 2004

e 3, 2007
Soikree of fiunsds from wisere sl vl b mado
Puriod tor which mvestment will be nsade
Purpess of lvestment
Blemefies lhoedy to acone to the conspagy and the
shaarehicdiders from the propeaed nvestment

Iivmerest of diretmors ad dwelr relomves in the
nyestes comginy

Ay loan hesd alreacy been proveded or lean has
b written off o the suid compaiy

Flastes il inibwresst o Decaiy fached i
Repayment schedale of loanpdanese
Sespupity om e fadvaioe

Swerubwiter Dalries Pabdetan (Pvi) Limiged

A ageremie bt of eguity ivestment upte By 200
pnil s inclucling fresh limie of Fs. 100 mdlion wd aemy
acheaie agilnet sutsengption of Flght. Furthaer an
agErepre it for Ieai aprto Ra 100 mullin.

MA

Rs 1145 por shar

Ab pear fpremium S nsarket foffered/ : price
prrevaaling oo e date of transacton/investineat

R LD et sk
hLa

LA
Frovm commpainy's cawm avallabbe Houidity sl credit Hines

Lamg berm fshort wrm

For the benefit of the company pnd to earn botter potums

i thee o rin on Ic Iiwestment by capturing the
portwiisties o the riglyt thnse

This iestmbent may ncrease dividend carmiings and

capital ap preclation since it Igh-:ﬁ.mnj thiat mvestee

cornpany will generate neasor prnfits in fumnane

Misne except &5 charclobder

MLA

b Maopitha KIBOR+ 1% or Compeany’s bormowiing rate
whachever Is highes

Shicrt o med i term within 3 sears and [oeg werm
withimn 5 yuars

Masagement considers that bedng group compueny twere i
iw ned of callateral seouriy.

Mame of mvesbes CIHTRTY
Mature, amount and extent of mvestment

Average miarket pose of the shares mtended
to be pu rchased during prcnzding i mnnths
in case offisted companies

Brealoup value of shares intended to be
purchased on the basis of last published
fimancial statements

Prce at which shares will be purchased

Eaming per share ofinvestes company in last
thiree years:

[ 30, Z010

e 30, 2009

e 30, ZOOA

Source of funsts from where shares will be
ke

FPenad for which investment will be made

Falcistan Premier Fund Limited
An aggregate limit of eguity investment upto Re Th0
million incheding Fresh limie of Bs.500 million,

Rs.5.68 per chiire

R 10,%2 per share

AL paar pramivm, mariet foffered fnegotated price
prevailing on the date of transactizm finvestment

Rz 2,10 per share

Rs[4.52) per share

Rs.[0.74) per share

From company's own avalable liguidity and credit
lines

Long termSchort ferm




{ix)

(%}

{xi)

i |

Pomuse of imestment

Benefies Iikely to acorue to the company and
the shareholders from the proposed
imvestment

Interest of directors and thedr relatives inthe
investe e compamy

Ay loan had alreacy been provided or lean
hag been written off to the said compamy

Far the hienefit ofthe company and 0 earn better
returns in the fong rum on strategic 'imrr:mm:n:t'l'l}'
cipturing the opportumities on the right time

This investment may incresse dividend earnings and
capital apprecistion since it s eapected that investes
company will generate reasoable profits in umre

Mone except as sharcholder

PLA

(il
i
(i)

(iv]

{vi]

{wii)
{viii]

(ix]

i)

)

Mame of inwestee company
Mature, amount and extent of investment

dwerage market price of the shares intended
tar be purchised during preceding sic months
in cae of listed companies

Breslanp value of shares intended to be
purchased on the hasis of last puhli:h:d
fimancial statements

Frice at which shares will be purchased

Earming per share of imvestes company in kst
thires years;

Jume 30, 2010

fume 30, 2009

fume 30, 2008

Source of Ainds from where shares will be
e

Penadd fior whiach investment will be made

Furposs of investment
Benefits likely to acorie ta the CoTmpEmy and

the sharehnlders from the propaosed
investment

Interest of directors and thesr relatnes in the
inveEteE compamy

Ay loan lad alreacly been prl;wid:l:l nr fsan
has been written off to the said company

Palcistan EI.'EII:I:'FH: Allmtian Fund

An aggregate limit of egquity investment upto R=750
million including fresh limit of Rs, 500 million,

Rs.4.50 |'|r::r1:ni1.‘

Rs.9.24 |'|r::r1:ni1.‘

At par, pramiwm market foffered Snegotiated price
prevadling an the date of transaction finvestment

Rx.1.28 pnrn:r:il.‘

Rs.(3.11) per wnik

Rs.[025) per unic

From compamy’s awn available liquidsty and credie lines
Lang termy/short term

For the henetit of the company and g0 earn better
returns in the leng run cn strategic investment by
capturing the opporfumities on the right time

This imestmient mey increase dividend eamimgs ancd
capital appreciation since it is expected that imestes
company will generabe reasomable profits in fture

Mone exiepk as sharcholder

A

i)
fin]

{imi)

{iv]

Mame of investes company
Mature, amount and extent of investment

.!ﬂ.'r.'r.ag;-: miarkes e nfthe shares mtended
to b u refiased r!||:ring; preceding sis moenths
in case of listed companies

Breatup value of shares intended to be
purchased on the hasis of last published
Amancial statements

Pakistan Cash Management Fund
An aggregate limit of equity investment upto Re 1K
million

M.A

Rs. 50.32 pur:l'l.:lrefllrl.il:




Price at which shares will be purclased

Earning per shiare of investes company In List
e yeirs:

Juwme 30, 2010

Juwise 30, Z0DD9

Juise 30, ZDDH

Source of funds from where shares will be

(1 {HEICT

Perad for which investneit will be made
Furposs of investnment

Baenedits likely by acorue to the company aimd
thee shareholders froim the proposed
investment

Intesese of directors and their relagives in the
investe e comgpRiny

Ary loan b alresicly been prosided or bsan
has been written alt to the said conpansy

Ab pak ) premidinfinaree follered Seegotiated price
prevailing on the date of tramsaction f investiment

M

ML

MLA

From comjrany’s own asailable liguidity aomd credie
lines

Leving beronfsbist bar

For the benelit of the company and to sirn betber
retwrns in the bong i on strategic investinent by
capturing the apportimitbes o thie elght time

This Investment may incredse dividend sornbngs ancd
capital appreciation sinee it s expected that investee
compikiy will geasrate reasomble profits i e

Mutae excepl as shancholder

ML

[vii)

{viil)
fix]

%)

Mame of invesiee company
Matire, amaunt and axtent ol imestmenl

Average marked price ol the shares intended
b b purchissed during preceding six months
in cxwe ol listed companiaes

Breakup vidue of shares intended to b
picrckiased sn the basis of st published
linancml stalements

Prive at which shares will be porchased

Earming peer share of imvestos company in lase
three years:

Jume 30, 2010

June 30, 2009

June 30, 2008

Seurce af funds e where shares will ba
imache

Perioad lor which nvestowent witl be mude
Purpose ol investment

Benelils likely o acorue to the company and
the shareholders from the propesaed
imwestment

Interest of directors amd their relatives in the
imvesiee ciampany

Ay boauy D already been provided or loan
b beein writlen afl fo the said conpany

Propased "AHDG 15 Titin loclex Fu "
An aggregste [imit of cguity Investment wpto R 100
rnillic

MA

MA

At ) premium macket follered fregotiated price
prevailing on the dabe of tramsaction /lnvestimest

From company’s aown available Lguidity and credit
limes

Lisng termfshort terim

Fur the bewefit of the compamy and bo sarn better
return in the lsng cun on stetegic invsestment by
capiuring the opportunities on the right tme

This lnvestiment may ncresse dividend earnbngs and
capital apprecition sinee B is expected that investec
comgraany Will generte reasonable prafits in Debene

Mone excepl as shanshalder




{i)
{in

(ii)

{iw]

vl
[wi}

{wii)

[viti}

MName of mvestee company
Mature, amount and extent of investment

Average markes price of the shares intended
to e purctiased during preceding six months
in e of listed companies

Brealorp valuee of shares intended to be
purchased on the hasis of last published
finanssal smtements

Price at which shares will be parchased

Earning per share of imvestes company in last
three years:

June 30, 2009

june 30, 2008

June 30, ZOOT

Sparree of funds from where shares wall be
miache

Peried for which imvestment will be macde

Al-Abbas Cement Limited

An aggregate limit of equity investment upto Re 1772
million imsluding fresh limit of Bs 1000 mvillion ansd
any achcance against subscription of right. Further, an
agiregste limit for lean upto Bs 500 million,

Rs.6.90 per share

Rs.7.27 per share

At parf premiumydmarket fofered fnegotiated price
prenvailing on the date of transactionfimvestment

Rs 067 peT share

H.r{ﬂ'fn-'!] per shsire

Rs.{1.24) per share

From companys awn available Houidity and credit
lines

Lung termfshert term

L)

(x]

[xi)

[xii]

L)
(x]
(i

Purpese of imfestment

Benedits likely to acerue to the comgpeuimy and
the shareholders fram the propased
ivestment

Imterest ol directors amd their relatives b the
imvestes company

Ay loan had already been provided or loan
busg been written olf to the said compaany

Riste of intenest an leanfisdvance
Repayment schedule of loanfadsance

Security on heanfadvance

Far the benelit of the company and o earn betler
retirng i the long min on strateglc investment by
capturing the opportunities o the right tme

This timvestment may increase dividend earmings aod
capital appreciation since it is expected thak imvestoe
cammpany will generate reasonable profits in future

Wi excepl as shareholder

Bu. LT3 million has been given for subscripton o Bight
Shares o be issuaed

& Months KIBOHR+ 1% or Company’s bormawing mate
whichever is higher

Short fo medinm tennm within 3 vears and long term
within 5 years

Management condbders that beiing group compaiy
there & o need of collatenasl securiy

Li)
(]

(i)

(vl

My af investoe company
Marure, amount and extent of investment

Average mirkut price of the shares intendod
to b purchased during preceding st manths
i case of [sted companics

Breakup walue of shirns intonded to be
purchased on the basis of last published
financial statomants

Price at which shares will bo purchased

Crescont Textile Mills Limined
An sggregate limit of equity imvestmient upto Bs. 700
millicn including any advance against subscription of

right,

Rs.d6.70 por share

Rs. 5440 per share

Al purSpromivwmfmarletfoffered fnegotiated price
presling on the date oF trosaction fovestment




Earning per share of imestes company in last
thires yaars:

Jume 30, Z00%

Jupe 30, 2008

June 30, 2007

Soarrce of funds from where shares wall b
mida

Poriod for which ineestment will be made
Purpose of investment

Bonifits likehy to acorue to the company and
the shareholders frem the propesed
imvestiment

Interest of directors and their relatives in the
inyestee Company

Ay loan had slready boen provided or lnan
hias been written offto the said company

Rs5.3.64 per shar

Fs{l25) pershary

R 1,78 per shary

From company’s own avallable hguidicy and crodis
lines

Long termfshoert term

Far the henfit of the compamy and to carn better
raturms in the Jomg run on strotegic investment by
capturing the apportumities on the right thme

This investment may increaso dividend carmings and
capital appreciEtion sinee it is expected that Investee
company will generate reasosable profits in future

Mo except as shisrchal der

M.A

Hirectors of the company have 1

o additional inertest inany of tThe above basiness

(x)
[}

M o Fimarste company
Mature, et and extent of imeestment

Sverage market pricoe of the shanes mbencked o be
prarchased during prececding see manths incse of
lisgod companies

Bresdoup value of shares intended bo be parchased
i thee bessts aflast published inancial stsvmonts

Price ai which shares will b purchased

Esrming por share of investoe company in last three
Ve

Jumez 361, 2005

Jomz 361, 2000

Jurmaz 300, 200KF

Souron of funds from whare shares will be made
Feriadd for which messstment will be mecls

Purpose of investment

Benotitslikehy te acore to the compary and the
sharehokiers from the proposad invesmans

Imterest ofdirectors and thoir st in the
imerRTe COmgEy

Ay boan hoad dncschy baen provided ar b has
b writtcn offto the said compamy

Hatr ofinborest cn keanfacheanoo
Repeymint schedule of leanfacemos
Sty o0 loanyBcvan o

Sachal Envrggy Developmient (Pyt ) Limitod

An eggnoegabe ime ofegquity imestment wpto Bs 1008 million
indubing sy acheanco against mabscription of right. Furtherg
an apgregate Himit for ke upbo Bs 250 mdbon induding

LA

Bs10 per share

At parfpromiumy/marfost /offered /negobiated price prvailing
o ke date of mamsactonfimeestment:

A

MA

hA

From company’s oam avaabl loguility amt oredit limis
Lowg termyfshart tenm

For the benufit of the compusan: v to ear better retarne in
tha ko o on sreRegic immvestmeent by cagpturmig tha
oprtunibes an thae right tme

Thits imvestmint mesy increase dadend esrmmgs and capil
dppreciation snoe it is espaocted that imasbos company wll
g rate reascnable profits in e

Pyt emrept as sharcholder

Critstanding loan o Rs 140 millien subsequent o balanos
shiret defe wars ropuad to the Company

& Momths KIBOR + 194 ar Compam's bormowing rate
whicheyor is higher

Short to medicim torm within 3 vesrs and long term within b
el

Mansgement covsiders that betng growp company there s no
reed o colllateral suoarity,

I'hie direciors of the company have no additional inertest in any of the above business,




The Company In Itz previous general meeting had soughtapprovals under section 208 of the Companies
Ordinance, 1984 for Investments in the Associated Companies and Aszociatad Undertakings in which
Imwvestment F additional Investment has aot been made zo far due o the reason of walting for an
appropriate time in the Interest of the sharehoders of the Company otherwise Company had the
adequate financial strength for investments,

Marme af imvesties commpeany

Mature, ameunt and extent of
imeestment

Avempe market price of the dshanes
imberebed to he rmmha.:l:ﬂ -el:lrir.g
|'|r|.'|:|.-1:|ir|.q: s months i mse of lsted
COMmpLITieS

Bm:hlpm&nul:lf:l‘mrnﬁ miended o
b purchased on the bass of last
mublished fnancial statements

Earning per share of imesdee
commpaTy in last thres years:
D 31, 2019

Dz 31, 20408

Dec 31, 2007

Diec. 31, 2006

ArifHahib Banke Limited
F'.iEI.II:I.'].':Il'I.'.IE'.‘I.'lTE'ﬂr ups B, LOOD million

Rx G20 per shane

Rl 170 per share

Fes i1, 38 per share
B 065 per share
F= 1,180 per sharne

Rsf4.13)

Marm of st conspany
Marre, amownt and extont of
imestmmt

Mg nearket price of the shiares
inbonshod to b purchosed during
preceding s months in case of lsted
companies

Brealmp value of shares itendod mo
bt purchased on thie bass of lust
publishisd fmancial statoments

Esrming por share of inveses
compusy in last thros years:
Jume 3, 2010

fume 30, 2009

fune 30, 2004

fumiz 30, 2T

ArifHahib Limited
Bty tnvesstrment: wpto Hs 250 millicns omdd
Loanfachmance upbs Bs, 250 millicn

R 5823 por shimy

R 3823 par sharm

Rs 5140 per shan:
s 1902 por sham
R 1608 por shan




l'I

M of investee comipany

M, Aok and extent of
iEvEst et

Awerapge mearket price of the shares
inbe b oy be purchased during
preceding s menths in casae of bistod

Companies

Hreakug value of sharus intendid o
b parchased on the asks of last
published fnancial statements

Earning per share of linwestoe
coingany n list thece peara:
Jume 30, 2010

fume 30, 2009

june 30, 2008

Jume 30, 2007

ArifHahib Investment Managenment
Lamitod

Bty dmvestrnent gt a2 50 million and
Loaanmdvancs ugtn Bs.250 million

Re 2641 per share

R&11L82 per share

R 10008 por share
e B30 paer shure
Re 1097 por share

Mo of invesles CoamEpRany

M, dmoind and eadtend of
irestment

Annera e mwirbet price of the shims
inberlesd b be purchused during
preceding six months in case of listed
perngities

Drreathog vt of shares imtended to
b prisrcliased o the ko of last
pubilshed lmanciad siatements

Esrtalng por dhane of et
conmjuiny i last thires years;
june 20, 2010

Juime 30, 2009

June 30, 2008

fune 30, 2007

Pakistan Privite Equity Marmg, Limited &
its FUNDE

Eejuiity investiment tipto Rs. 1000 millist
armd Lasan S wpnto R 500 millkn

Re{6:93) per share

R 11.15) per shane
Rai 105 ) per shiare
Ref 1706} per shana

R | D99 per shaare

i

Maame of investes CIETASEITY

Mature, amont and extent of
imeestment

Average marlet price of the shares
imtermded b be pomhased during
FI‘EEI!ﬂiI.'LE six menths m mise aflisted
COrTIEes

Brealupwine of shares intended
| Fmrl:l'mnnd an the bass of last
publshed fmancial statements

Earning per share of imsestes
COHTITY i last thres years:
Jume 30, 20049

fumnix 30, 2008

Jume 30, 20407

Jume 30, 20005

Rl Estaite Modaraba Mansgement
Comypamy Limitexd

E'a:[:;ii:,.' nvestrnent uptn Hs. 300 milfion and
Loan fachamnioe uptn B 200 miffion

Rs 1083 per share

Rs 172 per share
Rsi_ﬂ.mﬁiu:riharﬁ
Reill.52 ) per share

Rs|119.13)per
share

Rs|129.596) por
share




M of investee company
Mamare, amownt ami exeent of
i st

Awerame nErket price of the shares
inbenwdbedd bo e purdhased during
preceding sy mienths b case of Hsred
CoRankes

Breabup value of shares intended ta
b puarehased i thie basss of last
published fimancial statements

Earning per share of linestoo
coimgradTy i last dhree yeurs;
Dec 31, 2009

Dee 31, 2000

Dec 31, 2007

Jume 30, 2006

Pakurab Fertilizers Limited
Equity imacstient upeo Bs. 2000 million
anid Losanfaibsance wpto R 1000 mdlion

Re 2363 por share
R 446 per share
Ra 141 pershare

Rs.37.37 per abare

Rs.10.32 per sluare

Memee aif imvesstee commpany
Mature, amount and extent of
imestment

Awverape merket price of the shames
intendied o be purchased during
preceding s months in case of lised
COMpKIT S

Breakup walue of shares intended o
be purchased on the bass of last
published fmancial statements

Earning per share of invesice
comprany i last thnoe years:
D 31, 2009

Dec 31, W08

Dec 31, 2007

fome 30, 2006

Fatirma Fertilizer Compamy Limited
Equﬂ;:,r imyestment updn R 1500 millinn
and Loan fadvance upto Re 1000 mallion

R 1717 peeer sheame

RBs{0.17) per share
R {0.07) per share
R {0 per share

Rs.12.44 per share

R=.10.25 per share

R {0L08] per shiane

Mamme of Inwestee conpsany

Manare, amount amd extent of
imestment

Awerage narket price of the shares
inbended bo b purchased durisg
preceding s minthe i case of Hsted
COMpanies

Breakmp value of hares intended w
b pruarcbaased o thie bases of last
pubilshid fnanelal stateiments

Earniing per-share of linestee
comprany in last thnoee years;
fume 30, 2009

june 30, 2008

fune 30, 2007

Jume 30, 2006

Rutopast Brgineering Conapsany [ Py )
Limiced

Eiguibty imvcsstrnest oo Ha, 300 million aod
Lawing acheancg upieo Be 200 millicn

s 4873 per sluane

2033 per ghare
Ru025 pershare
Rad17 per ahare

Ha.15.25 per sharne

Hs/2.87 per shure




M of investee comipany Thatta Cenwent Conpam Limited
Mature, amount and extent of Baquilry dmecstinent wpeo B, 300 millicn and
([ P Loan fucheanes upte Bs.200 milllon

Average nsarket price of the shares
inbersded b b purchased duriisg
preceding s months bn case of Lsted

COrjpaies Re 1552 por share Rs.15.B4 per share

Brewlup value of shares intended 1o
bwes priarchised o thie basss of last
publslicd fimancial statements Rs9.32 per share Rs.9.55 per share

Earning per share of lmeestos
cormpanny i last these years:

June 20, 2009 R4 2.56 per share
Jumne 30, 2008 Ra0.50 per share
fume 30, 2007 Ra0.58 per share
june 30, 2006 Ru2. 78 per share

Maeme of invesles CoamEpsany Fakiszin Incose Fumd

Mature, amownt and extent of Equiiity iinvestiment wpto s 2000 millien
13 LR FT T

Awerape nerket price of the shares
inbe vl b be purchiased during
preceding 4iy mosiths b e of lsted
CompEies

Breatbaig vatluie of charey intended o
b parchased an the s ol last
pubilished Enancial skiements Ru 5306 par il [ KAOV) R4.50.73 per unil
(NAV)

Esrning per share of imodee
cormpaEny i last thires yoars:
Jumnes 30, 2010 L
June 30, 2009
funi: 30, 2008
Jiinie 30, 2007

MName of investee compsny Pakestan Capital Protected Fund- |
Hature, amount and extent of Bty iwvestiment upin R 50 mallion
irmepstment

Avermpe maroet |1rir.r. ofthe shares
imte pelesd b be purchased during
preceding sw months i e of lsted
COMTIPTiES Rs8.74 per certificate

BEreakup value of shares intended to
be purchased an the bass of last
published fmancial sebements F= 888 percertificate

Earming per share of imester
company im last thres pears
Jume 30, 2000

fume 30, 2009 Rsf 1. 17) per certificate
Jume 30, 2008 R={L6T) per certificate
june 30, 2007 MLA
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i}

(]

(v

Maime of investes comgary

Mabwre, amusant arl edent of
irvestment

Averame market price of the shares
it cled o b purchnsed during
preceding six manths n case of lsted
coinpanies

Breakup value of shares mteoded oo
T pierchased o thie bosks of last
puldisked financial statements

Exirndng per shape of investee
cuimpay lis kst thiree yours:
|ane 30, 2010

Jume 3, 200%

Jume 30, 2008

Jume 3, 2007

Proposcd *Fakclstan Capital Proteced
Fund-11"
Bquity vestment upto 450 million

MA

MA

Rs 10014 perinit
[NAV]

MA

(1
il

i}

(¥

hams of puestes company

Mature, ampunt anl extent of
irmvestment

Average markes prce of the shares
intencled o b purchased during
preceding st months in Gese of lsted
compEnies

Em'l-l:up value of shars=s mtended Bo
e purehersed on the besis of last
published financial statements

Earnang per shars of investees
compamy in last three years;
[ome 30, 2070

[one 30, 2005

[ame 34, 2008

|ome 20, 2007

Pakcistzn Capital Mariot Fund
Hquity imestment upta Bs.500 millien

A= B2ZB perunit (NAY]

MA
NA
MA

Rs 100Z perunit
[NAV]

NA

1]
Ll

()

(]

(¥

Marme of bnvestes company

Mature, amsint ad exgent of

e T

Average market price of the shares
ntended o b parchased during
preceding sk months In case of lsted
colmpanies

Breakup value of shares intenided to
I pruwrchersend om the baais of last
pubdlished financlal statemiints

Earning per share of investee
commpary i et thuree years:
June 340, 2010

|ume 30, 2009

[ane 3, 2008

Jume 34, 2007

Fakistan Swock Market Fusd
Exquity imvestme st upbo Bx 500 million

HA

e 4756 por unit [MNAV)

HA
MA
MNA

Re63 46 par uiit
[HAY]

LA




(1]
(1)
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v

Maime of bmvestes compagy

Matwre, ameunt ad extent of
|IFes e e

Average mar ket price of the shares
istencled to be puarchased duriing
preceding six nwnths in cese of lsted
campanies

Breakup value if shiares intended o
e purclensed on the bokis of last
prililislsed financial stateiments

Earning por shure of investee
colmpainy i kst three years:
lune 30, 2010

June 30, 2000

[uine 30, 2008

June 3, 2007

Pabistan Cash Mamagement Fond
Bty bmrestivent upto Ba. 100 millisa

He 50068 per unit [NAY]

R S03Z per it
[ AV

!

(1
(i)

{iii}

(]

(¥l

Mame ol ivesber conpiny

Pdabiere, ameunt ad extent of
ligstemsRinenk

Averapge markes price of the shans
intenclid to be purchased during
precoediing six months In e of lsted
Loimpeinies

Bireakuip value of shuipes leaded tn
b purchesel o Ui beis of Tast
pubdisbaed financil sements

Earning per share of invesies
coimprany in kst Uaree year;
Juine 30, 20120

Juine 30, 200%

Junie 30, 2008

Juime 30, 2007

Pakistan Income Enlancoment Piind
Ecjuaity bvestment apto B 100 milkicn

RaS09L1 per uni [MAY]

R S0.82 per ubit
[NAV]

ML

(1]
{il

fiii)

(]

(vl

Mame of pvestze companmy
Mabure, amountamd extentof
ipeestment

Avverage market price of the shares
intended to be purchased during
precoding six manths in e of [sted

n.'lmrl:nil:s

Breskup value of shares mtended o
e puercheses] on the: basis oflast
pl:ll'ﬂi:hnd firancial shatemens

Earming per share of investe:s
O in last three years:
|ene 320, 200%

|eime 2], 2008

[umne 30, 2007

[ome 20, 2006

Jwvedan Cement Lomited
Equity imvestment upto Rs. 400 million and
Lean fadhamce npta Rs GO0 millin

RellT2 per share

Re(12513) per sham

He[D.76] per shan:
Re(1.61] per shan:
R&f15 por share

Rs 60 36 par share
Rs9.1 per share

Rs{14.73) per
shary

181




1]
L

(i}

(]

(¥

Marme al’ invesles comgkimy
Pl aurnt il extent of
livves it

Avverape markes price of the shares
intemeded to b purchased during
precediing six nwnths o cse of Bsted
campLnies

Bireakiip valie of shured ntended b
e purchesel o U el of s
published nanckd satements

Earning poer share oF investee
comparny i kst taree yers;
| 30, 2009

June 30, 2008

Jume 30, 2007

International Coaples Projgects Limiled
Equity imvestment upto B 1500 million
aned Logn fadvince wpto B 1000 millien

MA

ReBOLTE per shire

R 752 per shaare
Ra[D.61]) per sleane

Rs.74.48 peor shan

R 1.94 per shane

(i
(1]

(i}

(]

(v

Mame of myester omparmy

Manere, amount amd extent of
ireestimeng

Average market pirice of the shares
intencled to ko purchased during
precoding st months in case of listed
companies

Breakap value of shares miended
T puerchesod o th besis of last
published financial statemants

Earnang per sharg of investee
conmpay i last thiree years:
oo 30, d00%
[ome 20, 2008
[ume 3, 2007

Proposed “Askan Sxddigsons Developmsnt
Limitnd’

Biquity ivestment upbo Bs 1560 million
ancl Lasn fushvnoe upio Bs 1040 million

MA

MA

MN.A
MA

MA

Rs 944 por sham

Rs. 056 por shar

i
(1]

i}

(]

¥

Marne of bnvestee compamy

Manure, amsunt amd extent of
iestrment

Average mus ket price of the shares
intemided to b purchased during
proeceding sk months 6 e of sted
companies

Breakup value of shares Intended to
T purrchssod o the sk of last
publisleed financial statempts

Earning per share of Investee
cobnpanmy i laet tiree yvoears:
i 30, 2010

jure 30, 2009

Arif Habily REI'T Mamsgement Limited &
HEITS' Funds

Biqulby bmeestment upbo B LS00 millson
and Loan fadvance upio #s. 1000 milllon

MA

MA

He |0U16] per share

Bs. 725 per share

Bs. [Z2.58) per share




(1)
(]

{iii}

(]

(¥l

Mame ol nvestes comgeiny
Wb, amant ad extent of
I T

Awverapge markes price of the shans
intenclid to be purchased during
precoediing six months In e of lsted
Loimpeinies

Bireakuip value of shuipes leaded tn
b purchesel o Ui beis of Tast
pubdisbaed financil sements

Earning per share of invesies
coimpany in kst Uaree yenr:
Mirci 31, 2010

Murch, 31, 2009

Murch. 31, 2008

Mareh. 31, 2007

SK M Lanka Holdings (Per) Limited
Erjuity bvvestment upto Rs. 150 milkica and
L fadhvaiste upbo R 100 million

Rx 525 per share

He [35H) per share
He [LZ0] per shaare
NA

R, 749 per shane

Fe [0 18] per
shore

(1
fiil

(i)

]

(¥l

Mame af mrstes compamy

Mabure, amountand extent of
Ireestment

Average market pice of the sharss
imtended fo be purchased during
preceding six manths in cese of [sted
coumpEnies

Brealup value of shares mtended
b prvrcheasesd on Hee boses oflast
priblished financial statements

Earning per share of imprestes
compary in last three years:
[wme 3, 2000

|one 30, 2005

|one 30, 2008

|eime 3], 2007

Memon Heslth & Edumtional Foandation

Lnan fadhamce upba Rs 50 millicn being
comvertible mbn donation

MA
MA
MNA

LA

LA

hLA

(1]
fai]

1N

(]

[

Mame af imvestei Compamy
Mahire, amount amd extentof
iPeestImEnt

Average mirket price of the shares
infemdierd fo ke purchased during
preceding six maonths in cese of lsted
companies

Breakap value of shares intended o
b purchesed o the basis oflast
puibdisbeed financial ststemnts

Earning per shara of investoe
commpany in last three years:
Iame 30,2000

[uime 30, 2005

lane 3, 2008

[ame 30, 2007

Araf Hahib Boandation
Loanfadvance upbo R 250 million being
enmeartible mtoe donaton

LA

WA




The Company was incorporated under the name of “Arif Habib Securities Limited” on 14 November 1994,
Tha Company had transferred its brokersge business alongwith memborships of all three stock exchanges
in the year 2005 to its majority owned subsidiary Arif Habib Limited which is commonly known as
Brokerage House Company. Since then Arif Habib Securities Limited is not directly dealing in providing
brokerage services, Therefore, in this scenario, it is considered necessary to replace the word “Securitios”™
from the name of the Company with the word “Corporation” in order to reflect the nature of its business
and make it easier to remember and to make the Company more prominent in line with market trend,

The change of the name of the Company will not affect any rights or obligations of the Company or the
interast of any sharcholder or investor in any manner.

Thao intarast af the Directors and Chief Executive of the Company is only their being the Chicf Executive,
Sharcholder and Directors of the Company.

Lomparialne Malomoenl

iy ||||l..l.| chanpes in Memormndum & Art i

Nam Nk

Tl navnwe aff the comguuny is “Aril Habib Thie e of Lhe company is “Aril Habil
Secuiities Linbited” Corporation Limbted”

Tl Comprary™ necans Al Habib 3 "The Compamy” mens Arif Habib
Secur|ties Limited Corporation Limibted




Form of Proxy
16th Annual General Meeting

The Company Secretary

Arif Habib Securities Limited
Arif Habib Centre

23, M.T. Khan Road

Karachi.

I/ we of being a member(s)
of Arif Habib Securities Limited holding ordinary shares as per
CDC A/c. No. herby appoint Mr./Mrs../Miss
of (full address)

or failing him/her
Mr./Mrs./Miss of (full address)

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

the Sixteenth Annual General Meeting of the Company to be held on September 25, 2010 and/or any

adjournment thereof,

Signed this day of 2010.

Witnesses:

1. Name: Signature on
Address : Rs.5/-
CNIC No. : Revenue Stamp
Signature :

2. Name:

Address :
CNIC No. :
Signature :

NOTES:

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. Inorder 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.
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Registrar:
Central Depositery Company of Pakistan,
Share Registrar Department, T
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A ARIF HABIB

4 SECURITIES LTD.

Anf Habib Centre

23, M. L. Khan Road
Karach&=/4000

Tel: (021) 32415213415
Website: www.arithabib.comjpk
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