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DIRECTORS’ REPORT FOR THE QUARTER ENDED 30™ SEPTEMBER, 2009

On behalf of the Board of Directors, | am pleased to present the first quarter’s financial
statements of your bank as at 30" September, 2009.

Directors’ Review

During the quarter under review, a number of externalities continued to hamper overall
investment climate of the country. The political canvas of the country remained loaded with
the rifts between democratic institutions and leading political parties. On the other hand,
law & order situation remained fiery in the wake of military operations against insurgency
within tribal zones. The aftermath of this operation continued to cause collateral damage
within the urban areas of the northern region . The result of such heightening tensions was
prominently reflected in diminished foreign investments in the country. Meanwhile, liquidity

remained in the state of drought, compelling the country to continue with its shelter under
the IMF plan.

On the green side, one of the key economic indicators, external account of the country,
showed much improved position mainly supported by decline in international oil and
commodity prices YoY coupled with robust flow of remittances. The current account deficit
of the country stood at USD460omn during 3QFY10 — down 36% YoY. With trade deficit
standing 18% YoY down at USD3.10bn where exports couldn’t lend support with 9% decline
YoY, remittances came in as savior with USD2.33bn - thanks to curbs placed on
undocumented foreign exchange transactions along with State Bank’s measures to
encourage banks to improve remittances inflow. On the other hand, despite attractive
retums, political unrest and security/regulatory risks were major factors causing 32% YoY
decline in foreign direct investment to USD670mn in 3QFY10. The major component pulling
down Net Foreign investment was the FDI, while FIPi was on the rise, hinting at the foreign
investors’ strategy to eye more short term gains than tying up their capital in long term
projects. Foreign exchange reserves however, remained at sufficient levels of USD14.8bn by
end Sep-09, showing a rise of ~28% QoQ - thanks to timely IMF loan tranches.

On the monetary side, inflation continued its downward spiral mainly due to renowned low-
base impact of last year while the central bank softened its monetary stance by a 100bps in
Aug-09. In addition, the SBP managed the entire money markets’ liquidity needs through
regular OMOs along with the introduction of an interest rate corridor which kept short term
interest rates relatively stable during the period. Fiscal deficit target on the other hand, as
promised with the IMF, was slightly missed coupled with tax collections being generally off
the track during 3QFY10. The total tax collection remained subdued (at Rs259bn in 3QFY10).
However, gradual elimination of overall subsidies coupled with favorable differentials in
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domestic and intemational oil prices pacified the fiscal deficit to some extent during the
period.

After posting encouraging returns until Jun-og, Pakistan equities (benchmark KSE-100)
marked another 31% QoQ returns during 3QFY10. Total average daily volumes also recorded
at 18gmn in 3QFY10, rising by 185% YoY while 7% QoQ. On the other hand, market
capitalization was down 5% YoY, whereas rose 28% QoQ in 3QFY10. However, higher risk

perception, coupled with the prevalent liquidity crunch and uncertainty on the political
canvas gripped the market .

Future Outlook

Future market activity is contingent upon the positive development on expected inflows,
MSCl review for KSE100 for its inclusion back into the MSCI Emerging Market Indices, and
the inflation front as one-off blows of electricity and gas tariff differentials are yet to be
passed on to the consumer. In addition, materialization of a new improved financing
product for investors to resolve liquidity issue is of vital importance. On the inflows front, a
total of over USD4bn (including military, non-military, Kerry Lugar and the IMF inflows) are
expected in the 2HFY10 which is expected to support economic growth and the market
liquidity. However, current decision of the SBP to pass-on oil payments to banks has led to
PKR trading at its all-time low against the greenback. This will have more negative impacts
of country’s increased debt servicing and higher inflation with its trickling impacts on every

strata of the economy than short term positive impacts of higher exports for a few sectors
of the economy.
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For the quarter, your company has posted an after tax loss of Rs. 114 million which equates
to Re. 0.42 per share. The financial statements for the quarter reflect the amalgamated
position of Al-Zamin Leasing Corporation Limited, Al-Zamin Leasing Modaraba and Invest
Capital Investment Bank Limited pursuant to amalgamation approved by the Honorable
High Court of Sindh on 8" December, 2009. During the quarter, the balance sheet footings
have been reduced by about Rs. 512 million due to a reduction of Rs. 261 million in the lease
portfolio through meticulous recovery of the lease rentals and reduction of Rs. 528 million in
the short term investments. Concurrently, security deposits on leases reduced by Rs. 151
million and aggregate reduction of Rs. 385 was achieved in the borrowings of the company.
In the Profit and Loss Account, the the previous figures relating to September, 2008,
pertained only the Invest Capital Investment Bank and, therefore, do not provide any useful
comparison with the current figures of merged entity. Nevertheless, it is apparent that the
merger has brought in diversified streams of income ranging form leasing operations and
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musharakah investments to brokerage commission and fees. This symbolizes the fulfilment
of major objective of the merger aimed at multiplying the sources of earnings for the bank.
After taking into account the financial charges and impairments of doubtful assets ,

operating expenses and the current taxation, a net loss of Rs. 114million has been recorded
for this quarter.

The important objective of the merger is to reduce the operating costs of merging entities
by rationalizing the human resource and administrative cost. Effective steps are being taken
in this direction to ensure optimization of the available resources and curtaining expense to
every possible extent. An impact of our efforts will be visible in forthcoming reports.

Future Operations

As reported in the annual accounts, your bank has embarked upon re-energizing of its
business activities and maximizes returns by utilizing the collective strength of the merging
entities. Every effort is being made to minimize the transitory period and to streamline
various aspects of the merged operations. Your management is committed to ensuring

better returns on equity and to move fast towards achieving visible profitability in the
months to come.
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Non-current assets

Property, plant and equipments

Intangible assets

Long term investments

Net investment in finance ieases

Long term musharakah - secured

Long term loans to employees - unsecured and considered good
Investment property

Long term deposits - unsecured and considered good

Deferred taxation

Current assets

Short-term investiments

Takaful reserve fund investment

Short term musharakah and murabahah

Short term finances - secured

Trade debtors - unsecured

Assets acquired in satisfaction of finances provided
Operating lease rentals receivables

Current maturity ol non-current assets

Receivable under reverse repurchase transaction
Advances, deposits, prepayments and other receivables
Stock in trade

Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES

Share capital and reserves

Authorised capital

485,000,000 (2009; 485,000,000) ordindry shares of Rs.10/- each

tssued. subscribed and paid-up capital

Capital reserve on amalgamation

Surplus / {deficit) on revaluation of available-for-sale investment
Accumulated profit

Share deposil money

Surplus on revaluation of assets

Non-current liabilities

Liability against assets subject to finance lease
Deferred liability for staff gratuity

Security deposits from lessees

Long term certificates of musharakah

Certificates of investment and deposit

Jong term musharakah and murabahah borrowings
Musharakah Term Finance Certificates
Redeemable capital - Musharakah Term Finance Certificates
Sub-ordinated loan

Long-term loan

Deferred liabifities

Current liabilities

Current portion of long term liabilities

Short term certificates of musharakah

Short term certificates of investinent and deposit
Short term borrowings

Short tenm Musharakah

Creditors, accrued and other liabilities

TOTAL EQUITY AND LIABILITIES

CONTINGENCIES AND COMMITMENTS

The annexed ndges | to 25 form an integral part of these financial statements.
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30 September 30 June
2009 2009
(Rupees in'000")
826,388 830,476
39,439 36,875
167,017 175,439
1,027,564 1,288,310
189,255 199,165
69,646 77,676
116,066 116,500
37,810 31,168
17,398 17,395
2,490,581 2,773,005
401,890 930,273
32,587 28,744
237,050 242,706
64,666 67,259
1,559,553 1,445,526
99,500 99,500
19,531 17,310
1,474,057 1,555,101
476,703 195,000
236,514 243,185
877 1,042
241,281 248,332
4,844,209 5,073,978
7,334,790 7,846,983
4,850,000 4,850,000
2,727,669 2,727,669
(2,022,076) (2,022,076)
30,894 4207
34,979 148,123
121,000 121,000
892,466 978,924
18,721 19,664
16,774 18,967
5,913 6,061
521,737 672,796
80,225 §77,095
7,235 3,635
183,386 201,830
462,692 462,055
128,723 128,380
194,545 194,545
126,524 202,014
146 1,909
1,727,901 2,069,288
1,377,993 1,395,719
320,120 283,280
119,450 71,650
1,994,014 2,266,569
32414 48,000
851,711 713,890
4,695,702 4,779,108
7,334,790 © 7,846,983
Nusrat Yar AR

Chief Executive







