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On behalf of the Board
of Directors, we are
pleased to present the
Annual Report, Audited
Accounts and Auditors
Report thereon of the

Company for the year
ended 30" June 2007
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1.1.

GENERAL OVERVIEW
INTRODUCTION

In continuation of the trends that are prevalent in the media industry, the indusiry confinue
to grow with o phenomenol rate and currently there are opprox 55 Pakistoni chennels and
a lot of new competitors are entering the media arena.

Large print media groups are now investing in felevision news channels and electronic media
Compaonies. Existing networks including yours ore opening up more niche channels making
the number of channels for the coming year phenomenal.

The palicies of Pakistan Electranic Media Regulatary Authority [PEMRA] have been very
positive in supporting this growth. However, the contral of PEMRA on coble operators seems
to be locking as pirate programming on cable and banned channels on coble continue being

aired,
Pakistan todoy enjoys o well balonced, investment friendly and open media policy.
PAKISTAMN BROADCASTERS ASSOCIATION

Pakistan Broadcasters Associations [PBA] that was formed in 2005 as a platform to the
Broadeasters for raising their concerns on areas affecting the industry as a whole and for the
safeguard of rights of the broadeasters in Pakistan has been working efficiently and has been
instrumental in addressing various issues concerning the industry.

The clearonce house function of the Association has also improved tremendously and ofter
going through several developmental phoses toking all the stake helders’ concerns into account,
it has now started fo function oppropriately. However, there remains some fine tuning in order
(s} {u"}r achieve what is expecFEd from 1'i1|s f*uﬂchon

Onea this is fully implamented, the industry will benelit as o whole and receivable positions
of Broodcasters os well os odvertising agencies will improve significantly.

Your company being o founder member of PBA has been aclively invalved in its policy making
and evaluation and improvement of its systems and pelicies.



DIRECTORS'

REPORT

3

TELE METERS

The success of o channel is determined with its viewership rafings, These ratings
are very important in order fo gouge the overall performance of the channels and
are nc:rmu"'f determined in terms of papularjty of the channe! in different age groups,
genders, time bands, and in urban and rurel populotions. This data is used by
advertisers and advertising ogencies in order to determine their farget markets for
their products. Viewership dota is gathered and compiled by independent research
organizations and currently this dato is being compiled under conventional diary
system that is being filled by the selecled sample mainly on recall basis.

In 2007, thraugh the efforts of the Pakistan Advertiser's Society (PAS), PBA and
represeniatives of media buying houses, an independent research company [Mediclogic)
has been awarded a contract for gathering this information through the use of
telemeters, Telemeter is o small device that is atinched fo the felevision set of the
{sample] people selected by the research company and this device directly fransmits
the viewership pattern to the research company through wireless modems.

It is expected thal due to the accuracy of the data based on octual viewership
details a lot of chonge will happen in future in terms of perception and viewership
rafings for all the channels being viewed in Pakistan. However, currently one cannot
ignere the impartance of data gathered through diary panel as it covers more than
14 cities, metras and towns both in rurol ond urban population in Pokistan,

DISTRIBUTION AMD CABLE OPERATORS
A majar role in the success of o sofellite television channel is played by its distribution

natwark, Distribution of o satellite channel is done mainly by coble netwerk in
Pakistan. Mast of these netwarks are small in size ond run under unorganized

eye”

CATEGORIES OF PROGRAMS

B Drama

W Inlormsation

[ Music Shaow

[0 Cooking Shaow

B Tak Show

B Mapgazine Shaw

W Redigicaus Programs
[ Sponts

W Gama Show

sactor, At present these cable networks hove o capacity
fo carry @ limited number of chonnels. Due to this limitatian
it is becoming difficult day by day to have new channels
added in the existing caoble network. Goad quality conbent
is key to successhul cable distribution. Your both channels
“HUM TV and “Mazalo” are highly demonded chonnels;
hence all cable operaters are interested in carrying these
channels at premium positions, However, Cable and Direct
to Home |DTH| operators locally and internationally are
demanding carrioge fees from new chonnels.
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[Year in Review|

HUM TV HUMTV

Hum TV tha first channel of Eye Television Metwork Lid [ETML) continves o be our
major brand. Baing o “Pure Entertainment” channel Hum TV hos been ochieving
new heights of growth by every passing year both in ferms of revenue and viewership
ratings as s alse evident from the results of the past three years. Main reason for
this gm-wrh is constant endeavar of the management fo ensure quu“hr enterfainment
programming is provided te ils viewers, Be it dramas, soops, music shows, current
affairs programming, talk shows or religious shows, quality ond the content of the
program is the key foctor in making the viewers stick to o porticular felevision channel

Hum TV which has now mode its place as one of the best entertainmant channels
in Pakistan has aired some mega hit block buster dramas and tolk shows like Mere
Poas Poas, Bebak, Dil Diya Dehlez, Mano-Sabwa, Majiah, Machis and Apne Andoz
Se. In order fo acquire good quolity programming and to maintain an edge over
the cut throat compefition, confinuous heavy investment in pragramming is required
in addition 1o maintaining o balanced mix of programs cotering to the interest of
different segments of our viewars. Being alive to this foct and consistent with previous
years, EThL invested Rs. 248 M fowards programming of Hum TV in the year ended
20 June 2007 This investment is critical and In future we will ansure that the standards
are net only met but continuously improved.

Entertaimiii! (

i*)




DIRECTORS'

REPORT

2.2

PROGRESS

{Year in Review)

MASALA TV

This 24 hour food related channet has been in operafion for almost @ manths till the
year ended 30 lune 2007 . The decision of launching this niche channel was taken
considering the culural norms in our pert of the world which would alse supplement
the philosaphy af aur first channel . Entertainment, This chennel has alse been
very popular amang our female oudience and has made its mark in o very sharl
span of time and with this addition we have been able fo ploce ourselves o leader
in specialized channels. This has alse helped us lop the potenfial revenue rescurces
especially from FMCG compaonies, dealing in food and related items, and other
clients whose main farget audience is female. We hove also entered into some
strategic alliances with seme of our advertisers for the promotion and paositioning
of Masala TV,

Eye”

Add Some

MASALA
To "murLlfe
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STYLE DUMIYA & YOUTH

Style Duniya Metwork {SDM) was o cable channel being mainky operational in
Punjab and Frontier region of Pakistan. This channel concentrated on the life style
ond fashion indusiry of Pakistan ond was quite successful as a smoll seals cable
based channel in the above mentioned regions. ETRL in its initial days also acquired
some content for HUM TV from SO for its fashion and life sf}-'lE segment. SDM also
axported its contents fo Prime UK and AT Canada for South East Asion and Pakistani
viewers, 50N wos operational as o coble channe! since 2003,

In order fo further strangthen the channel base of ETHL and considering the overall
philesaphy of creating o niche in different fields and areas of entertainment, o shady
was conducted and it wos felf that 30N would be a beneficiol addition to fhe ETHL
bouquet, Accordingly, ETHL has decided fo acquire the frade mark and the entire
archival brary of SOM and plans to launch SOM as an intermational sorelfite television
chcinmel.

A major part of aur population comprises of youth, A channel specificolly designed
keeping in view the needs and interest of youth is being launched by your netwerk
very scon, To understend their media habits ond aspirations a detailed research
study was conducted in colloboration with UMICEF through A C Mielen. Keeping
in vigw this study we are hopeful that this youth channel would be ane of the most
suceessful channel for the younger gereration of Pakistan.
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2.4 OTHER MATTERS

In the year under review, consideroble atention hos been given to the markefing
and pramation activities for the brand |;||.ai|din9 of both HUM TV and Mosala. These
activities were undertaken af both local and on international levels, Extensive
marketing and deor fo door compaigns were planned ond executed mainly in Punjab
this year. Internafionally, HUM TV also sponsored the Pakisian Pavilion of the Dubai
Shopping Festival which streiched for two whele months where a variety of
enfertainment pragrams ware presented including some major concerts and fashion
shows conducted by HUM TV with some major Pokistani artists and performers of
fame. Due fo the nature and competition of the business and in order ta maintain
its edge ETML will continue fo build its brands through extensive marketing and
promoficon activities in the yeor 1o come.

Due to the rapid growth and expension plans and due fe the huge costs invelved in
relocation, the Compony also decided to acquire the building, housing the current
head office/registered office of the Company by arranging a kong term finance facili
from o commercial bank. In order 1o survive the cut throat competition ond the
requirement of consistent investment in quality pregramming, it wos decided that tha
construction that was planned on the land dlready held by the Compony should be
deferred and the mobilization advance extended to the contractors should be taken
back. Out of the total Rs. 29M advanced Rs. 25M hos olready been received back
and the bolonce would olso be recovered within the first quarter of the next vear.
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Alter the completion of 2 1% years of launch of its first channel the net revenues of the company
grew from Rs, 16 Million {lune 30, 2005) dnd 5. 282 Millien (June 30, 2004} to Rs. 535Million
Wune 30, 2007). The company has recorded o profit before toxation of Rs. 146 Million for the
year, and has also been able to wipe off its entire accumulated losses of pravious years. However,
os there s o small bolance of accumulated profit ofter wiping off the accumulated losses of
previous yeoars and due ta fuure copital commitments of the Company relating o lounching of
new channals it hos been recommended by the Directors that no dividend should be declared
far the year ended June 30, 2007 Out of the foial deferred 1o asset worth Rs. 59M recognized
lost wear, Rs. 43M hove been reversed in the current year, The net prof'ir oher foxafion comes
fo Rs. 100M (Rs. 47 M, June 30, 2004],

4. KEY FINANCIAL DATA

4.1  Profit After Taxation Rupees
Fratfit Befors Taxstion 146,238 200
Toxation 45 834,052
Met Prafit for the year 100,404,138

4.2 Earnings per Share

The earnings per share for the yaar is Rs. 2.01 [Re 1.00, June 30, 2004).

4.3 Operating Dala EUEI? 2004
Rupeas
Met Bevenue 535,315,285 281,249 641
Cost Of Pradustion (244,628 0BB) {201,443.732]
Garoas Profit 290,687 897 80,505,909
Cperating Profit/ (Loss) 151,582,164 17,207, 8046]

Hed Ravenup Bs. n Millos

PraftiLoss] i Millsn

Net Revenus Quarter Wise Comparison
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FUTURE OUTLOCK

Your Compony intends to expond it operations by launching 2-3 additional channels
in the year 2008 The first hwo yeors of operations of these chonnels wil I| be supported
by existing channels, International distribution is of prime fecus ond effarts ore undereay
i distribute Hum TV and Mosaba o ather countries,

Telemeater ratings will ploy critical rale in fuhsre advertising revenees Hepatully Hum TV
and Masala will benefit from these new meosuremant technigues.

Subscripfion revenues for encrypted channels will be andther source of revenuas in future
DTH cperations in Pakistan may stort o new era in confralling piracy ond subscription
ravanues. Al present PEMRA hos not issued any license fo the two final bidders due 1o
various reasons. FTY has bean Hi'-.'::,u a license o start DTH ocperations bt unfortunately
they have not been oble io finalise the lounc

6.  MEETINGS OF THE DIRECTORS

Meatings
5.Mo MMome Deaignation Total Attanded leava
Granted
1 Mg Suhana Slddisul Chairperson 7 Fd Q
2 M, Duraid Ghor Chiat Execulive 7 7 ]
3 Me. Munmear Alam Siddogul Direcior d 7 Q
& Wi, MozharubHag Siddsqu Director 7 7 Q
& Mirs Khush Bokht Shujod Diirescion 3 4
G M b Akbar Eoshdi Drireschar Fi 5 s
7 W, Aoz Dowood Dirsciai 4 & |

Leaves were granied to the members of the Board who ware unoble to atend the Boord
ITIEﬁlII'I'_qS._
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7. AUDITORS

The Present auditors Messers Ford Rhedes Sidat Hyder & Co. Chartered Accountants shall
refire and maybe considered for reappointment for the year 2007.2008.

8. Corporate Governance and Financial Reporting

Framework

The financial statements, prepared by the management of the company, presents fairly
itz state of affairs, the result of its cperations, cash flows and changes in equity,

Proper books of account have been maintained by the company.

Appropriate accounting policies have been consistently applied in preparation of
financial stotements and accounting estimates are based on ressenoble ond prudent
judgment,

International Accounting Standords, as applicable in Pakistan, have been followed
in preparafion of financial stotements

The system of internal control is sound in design and has been effectively implemented
and monitored,

There are no significant doubts upon the company's ability to continue as o going
concern,

There has been no material departure from the best practices of corperate gevernance,
os detailed in the listing regulations.

Summary of key operating and financial highlights of the last three financial years is
afiached to this report.

There has been no departure from the best practices of
transfer pricing.

Trading of shares by the Chief Executive Officer, Directors,
Chief Financial Officer and Company Secretary, their
spouses ond minor children;

Chief Executive Officar -
Directors =
Chief Financial Officer & Company Secretary -
Spouses & minor children of CECY, Directors,

CFO & Company Secretary -

Pattern of shareholding is included in the annexed
shareholders’ information.

For and on behalf of the Board of Directors

5
Karachi Chief Executive
October 06, 2007 - Duraid Qureshi
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W hove oudited the annexed bolance sheet of EYE TELEVISION NMETWORK UMITED [the Company] s at June 30, 2007 and the related profit
and loess account, cosh flow statement and statement of changes in aquity together with the notes forming part thereof, for the year then ended and
wr shate (hat we hove abiained oll the (nformabion ond explonations which, ko the best of our knowledge and belief, were necessary for the purposes
of our eudil,

It is the responsibility of the Company's manogement fo establish and maintain o system of internal conteed, and prepore and present the obave said
stofements in conformity with the opproved accounting standards ane the requirements of fhe Companies Ordinance, 1984, Qur respansibility is to
express on opinion on these siolements bosed on our audit,

‘We conducted our oudit in occordance with the audifing standards as opplicable in Pokistan. These standards require that we plan and perfarm
the oudit to obtain reasonable assurance about whether the above said statements are free of any material misskaement. An oudit includes exomining,
on o test basis, evidence supparting the amaunts and disclosures in the above soid stolements, An oudit olso includes ossessing the occounting palicies
and significant esfimates made by monegement, o3 well o3, evoluating the overall presentation of the above said statements. We believe thol our
oudit provides o reasonable basis for our opinion ond, affer due verificotion, we report that

al in aur epinion, prepes besks of account hove been kept by the | o in our opinion and to the best of cur informafion and accerding
Company as requited by the Companies Ordinance, 1784; fo fhe explanations given to us, the balance sheel, profit and loss
secount, eash fow slatement and slatement of changes in aquity
b in cur opinion ; fexgethes with the nates forming part thereof conform with
eccounting standards os opplicoble in Pokiston, ond, give the
i]  the balance shest and profit ond koss account together with infarmation required by the (E:lmp-unies Ordinance, 1984, in the
fhe notes thereon hove been drawn up in confarmity with the manner so required and respectively give o inse and fair view of
Componies Ordinanca, 1984, ond ore in agresmant with fhe stote of the Company's offairs s of June 30, 2007 ond of
the books of account and are Further in occordonce with the: predit, its cosh flows and chonges in equity for the year then
occounfing palicies Cﬂﬂii!dﬁl‘lfl?’ opplied axcept for the change ended; and
as stated in note 4.2, 1o the lnancial statements, with which
W CONCUT; dj im our opinion, no zokat was deductible ot source under the Zakat

and Ushr Ordinonce, 1980 (XVII af 1980],
i]  the expenditire incurred during the period was for the purpose
of the Company's business; and

i) the business conducted, ivestments mode ond the expendibore
incurred during the period were in occordance with the
abjects of the Campany;

-
KARACHI Ford Rhodes Sidat Hyder & Co.
Ciclober 08, 2007 CHARTERED ACCOUMTANTS

E}re:l:



gyen

Balance Sh%ggm7

ASSETS
MON-CURRENT ASSETS

Propery, plant and equipment
intangilies atsets

Long lerm depasits. ard prepayments
Drefemed cosbs

Television program oosts

Defered ax assets

CURRENT ASSETS
Inventarias
Current poriion of television program cosls
Trada dents
Advances, deposiis and pregayments
Imterast coriad
Oeher recatables
Taxason - nal
Cash and bank balances

TOTAL ASSETS

&
SULTANA SIDDMGLA
Chairpersan

Mote

L - R BB AR

-
(=]

11
12

007 2008
e RUPEES e
164 GBA BE 126,821,868
6,166 526 5,364, 704
B,211,751 736,417
3,775,567 5 63,348
75,655 D14 63,313,708
16,208,152 58,9732 0156
277,108,038 270,435,229
| 33F 37 50,252
101 448,749 70,534,804
245 DAY, 320 160,465,211
B.18B.01Z 9,767,212
150,682 17,780
1,643 425 1,542,148
20 247115 4;841,733
31,247,869 12,085,056
417,360,512 258,903,505
£A5 068 550 529,420,734
wil-
DURAID QURESHI
Chisd Execulive




Balance Sheet,

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Auithrises capial

T, 000,000 (2008: 70,000,000) aordinary
sharus of Rs. 14~ each

Issued, subsonbed and pald-up capital
Uinmpprapriated prof | (ioss)

NON-CURRENT LIABILITIES

Lieng feem financirg
Liabdities pgainst sssets subject o firancs Inasa
Diedprrad linbiktias

CURRENT LIABILITIES

Tradle and othar payables

Currand partion af:

= larg term firancing

« fisbililies against assals subject i tnance [sase

COMMITMENTS
TOTAL EQUITY AND LIABILITIES

Thia anraxed noles Irom 1 i 34 famm an intagral par
of thase linanaal stalements

sds
SULTANA SIDHGLW
Chamrperson

2007

mrmeemeas RUpRESE ————

700,000,000 100,000,000
ki
500,000,000 500,000,000
E.A80,228 193 423.912)
506 960278 A0E: 576068
£5,333,333 | | 2
12,672 451 20,357 675
6,603 17 T.292 BTR |
86 ,EOR 807 27 550,551
87,641 248 7,815,580
4,666,607 | 5
| 9,171,508 7,387,487
101,479,423 15,203,085
BO5 (68 B4 38,426,734
sid-
DURAID QURESHI
Chied Exgcutive
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Profit & Loss accours

the year ended June 30,

2007

Revenue — net
Cost of production
Transmisgion cosl
Gross profit
Delribulion cost

Administraiive axpanses

Other operating incomea

Firiamnce cosl

Profit | (loss) before taxation
Taxation

Nat profit for the year

Earnings per share - basic and dilutad

The annexad notes from 1 10 34 Tl:mﬂ an intagral
part of thase fmancial slatemeants

w5
SULTAMA SIDDMUL
Chairperson

25

2007 2006
RUpEES ==
535,315,985 281,945 641
{227,465,657) | (167,804,957)
(17,162,431} (33,548,775
{244,628,089) (201,443 T32)
290,687 897 80,505,908
(52,232 1&) 123,203,543
{86 873.621) 187.210,172)
151,582,164 {9.907,4086)
2,684 280 2,153 558
154,266, 444 [7.754,248)
(B.028 244} [B43.083)
146,238, 200 (B,437 341)
(45,834, 062) 57,350,574
100,404,138 48,883,233
2m 1.00
B
DURAID QURESHI
Chisd Evacutive



Cash Flow sotere

for the year ended June 30,

2007

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from / (used in) cperalions
income taxes paid

Slaff compeansaled sbsences
Finance cast paid

Interest received

Loang lerm deposils

Television program costs

Mat cash genarated from | (used in) operating actvilies

CASH FLOWS FROM INVESTING ACTIVITIES

Purchasae of property. plant and egwprment
Sale of operating fimed assats
Mel cash usad in investing aclivities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds fnom (s5ue of share capital

Procesds from long term financing
Procesds fom sale and leasa back of fixed assats

Peyment of liabilities under fimance lase
Mat cash generatad from fnancing activilies

Met increase | (decrease) in cash and bank betances
Cash and bank batances at the beginning of the year

Cash and bank balances al the end of the year

The annexad notas from 1 to 34 form an integral ol
thess financial stalements, e

sd-
SULTANA SIDDICU
Chairperson

28

2007 2008
RUPEES weeeeaee

B6, D67 857 (121,707.262)

(27.616,700) 15,058 254
(723,523 .
{5.748,927) (537 529)
1,178,882 1,852,403

1,524 BEE 13.957,732)

{11,642 204} E.mn.ﬁaﬁj
22 640,047 (164,474, 150)

(67,558 021) [ (27, 10Z07)
= 122,060

(67 BEE.0ZT) (26, 0E0,047)

- 146,735,000
T0,000,000 -
- 28,300,868
5,901,213 1,555,408)
64,008,767 174,480,170
TIGTEZET3 (16,074,027}
12 05 056 28,038,063

31 24T BE8 12.DE5.058

5=
DURAID QURESHI
Chinf Expcutive
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Statement of changes

in equi

fer the year ended june 30,

2007

Balance a5 8t July 01, 2005
Sharns lssusd during the year
Wet proft for tha yose
Balance as at June 30, 2008
Mat profil for the year

Balance & al Jure 30, 2007

Thes annexcad notas Tram 1 4o 34 farm an

iriagral part al these financial siatemanis,

il
SULTANS SIDDIHN
Chairparson

Issued,
subscribed
and paid-up Unnppropristed
capital profit | [lass) Total
501,000,000 {182,317, 145} 207 D A8E
180,000,000 . 150,000 000
43808 233 48,803,233
500,000, 500 [3423812)  A0EATEOER
- 100,404,138 100,404,138
500,000,000 [ LFr 506 BE0 296
Bl
DURMD QURESH)
Chiaf Execitive



