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Vision
To be the preferred provider

of Islamic financial products
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Mission

To create exceptional value
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compliant products and solutions,
and by adopting and living our
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We believe Iin
our values

Courageous Responsive
With you we can With you we will
overcome obstacles. triumph in partnership
Trustworty

With you we will
reach new heights.

International Creative
With you there are With you there are
no borders. ways to add value.
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Board of Directors

Badar Kazmi
Chairman

Appainted as Tirecior and Charman of the Soard on Juty 17, 2003, Also halds tho
pasitions of Chial Executive of Standard Chartered Bank (Pakistan) Limitad,

Chairman of Standand Chanered Leasing Limited and Chaiman of Prics Zalilon
Faristan (Frivate) Limiled, Me bas an eensive and divarsified Ganking experiance

ol 27 years. hotding key positions both locally and mternationally imsucing has of

Beirn] the Fagenal Head ol Global Markets, Middie East & Soult Asia as well a8 Africa.

Arjumand Ahmed Minai s
Managing DirectorChiel Exacufive

Appainted 1o the Board-on Septembar 22, 2006 as Managing Director’ Chied Exocufive,

He is alse & diretlor ol Slandard Chartersd Leasing Limitid. Prior 1o his appaistment, he ’

was Shief Sinancial Offcar and aching Human Hesources Diractar at Urion Ban .
Limitgel. H has an gvarall workng experience of more than 28 vears including banking é
expenience of over 3 years. He hag hoid sonios pasitions in maltinational companies ard

a menagament consulling orgarization besides having aubland IT managemen|

oxpenienca with audit irme in Pakistan and o e UK

Cyrus J. Masani
Dirgotor

Anpoirted to the Boeard on May 09, 2005, He idalsa @ ditecior of Standard Chanered
Leazing Limited and Prica Salufan Pakistan [Pevate] Limited. Ha holds the pesiban of
Chief Financial Officer, Slandard Chartersd Bank (Paksian) Limited |SCBPL . He has
over 18 veacs ol post qualification esperience and bas also held seriar pasifions in a
leading:audil firm and & mulknatonal company, Prios o pining SCEEL, o was i Siel
Finzncial Citicer of Stardard Crarered Madaraha and Comanny Secratary of Stardard
Chartorad Services of Pakistan { Prvata) Limited.

Muhammad Afag Khan
Diractor
Appoiniad toahe Board o May 09 2005 Also ngids e pasition ot head al lsiamic
Banking, Standant Chardaned Bank—Dubal. Prioe (o joinmg the bank, he'had spenl twe
years in HSBC Group. inicesen years i CifGEioup and held a numbee of senior positions
f Investment Banking. Corporate Banking and Fnangial (nshiutions af thetwo Groups

Imran Ahad

( )  Director
.
Apponted 12 tha Boardon Al 19, 2006 Heis alse sdioctor ol Sandasd Charerso

—easing Limfled-and haldshe positge of Hegd of Cliest Aelationskips in Standam
Crarered Bank (Pakistan) Limited (SCEPL] He joned banking professian ih 1986 2nd
hars afi extersve eapererce ol 22 yeard, haldng key positions hoth oczily an
intamatonally. Prior i joining SCEPL, he nad spent teo woars 10 GG Pakislan ang st
wears r Ueicn Mational Bans Abu Dhab, UAE

Tufail Jawed Ahmad ;

Dirsatar & \-.
i E ]
—

Appolntaa to the Bearg on March 12, 2007 He s assaasrecional Stasdard Saanered

Leasing Limited and holds the oomtan ol Chw! Risk Officerin Stantard Snadered Bank

{Pakistan) Lemitid. Fle pired banking profession in 1980 and has an extensive and -
diversitied banking expedance o 27 years, Polang Ley positons bach losaly ang 1'\;(
trermationilly. Pries 10 igining 1ne bank, he nad soent o yer

Fujairzh i Dubai e yeaiswilh-Standard Cnastered Bank in Dubal ang beinly dedrs

witn AN Group o Pakistar, L and Bahrain
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Modaraba Information

Directors of Modaraba Company
ir Badar Kazmi
Chairman

Mr. Arjumand. A, Minai
Marnaging Directar/Chief Executive

Mr. Cyrus J. Masani
Directar

tir, Muhammad Afag Khan
Dhrector

Wir Imran Ahad
Diiractor

Mr. Tufal Jawed Ahmad
Lirector

Company Secretary
Mr, Asif lgbal Alam

Audit Committee
Mr. Cyrus J. Masani
Chalrman

Kr. lmran Ahad
Member

tr, Tufzil Jawed Ahmad
emoer

Auditors
KPWMG Taseer Hadi & Co.
Chartered Accountants

Bankers f Lending Institutions
Standard Chartered Bank
MCE Bank Limited
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Legal Advisors

Fazle Ghani Khan & Co.
Mohsin Tayebal & Co,
Cirr Dignam & Co,
Sirajul Hagque & Ca.

Registered and Head Office
Standard Chartered Bank:

Main Building

P. O Box 5556, |, |, Chundrigar Hoad
Karachi-74000

Phone; 2450000

Branch Offices

Standard Chartered Bank Building
P. Q. Box 6131, Tuiail Road '
Lahore Cantt.

Phane: (042) BOBEZ277-80

Standard Charterad Bank Building
P. O. Box 1004

Mo, 1 Diplomatic Enclave
Istamabad

Phone: (051) 2088209

Registrars & Share Registralion Office

Ferguson Associatas (Pt} Lid,
P, O Box 4716

State Life Building 1-A

Oit, L |, Chundrigar Road
Karachi-74000

Web Address
ww scmodaraba. com



Notice of Annual Review Meeting

Matice is hereby given that the Eighth Annual Review Mesting of cedificate-nolders of Standarn
Chartered Modaraba (SCM) will be held on Tuesday, November 20, 2007 at 1100 am at The Institute
of Bankers, Moulyl Tamizuddin Khan Road, Karachl, to review the pedormance of the Modaraba for
the vear ended June 30, 2007

The certificate-holders whose names appear on the Register of certificate-holders of SOM a8 an
Movermnbaer 13, 2007 will be eligiole to attend the Annual Beview Meeling

O behalf of the Board

Asif Igbal Atam

Sompany Sacrafary

Standard Chartered Services of Pakistan (P Ltd,
tanagers of Standard Chartered Maodaraba
Karachl Segtember 12, 2007

Mote: COC account helders will have to follow the undermentioned guidelings as laid down in
Gircular-1 dated January 262000 issued by the Securites and Exchange Commission of Pakistar

In‘zase of Indwiduals, the account naldar ana ¢ or person whose SeCUNTes Are IN Groug ACCeUnN:

and thelr registration delails are uploaded as per the Begulations, shall euthanticate thair idenfity

by showing criging: Compulenzed National |dentity Card (CNIC)H or orginal passpart atthe tme ol
altending tha meeting (COC acoount holders are alse reguested to bring their partcipant 1D fg. snd
accourt no. InCoS.)

In case of corporate entity, board of directors’ resolution | power of attornay with specimen

signature:of the nominee shall be produced (unless it has bean provided earkies 21 the hmeol the
mMeeting,

REQUEST TO CERTIFICATE HOLDERS

Please note that all companies are required to annually submil 1o Securities & Exchangs
Cammission of Pakistan. Fomm A and Annus! Statement of Colfection / Doduction of
Withholoing Tax Irom anedend payments under section 150°0f Income Tax Ordinance
2001 to Inoome Tax Autharilies, Above statutony returns now reauire Comouledzed NIC
and MNTN rumbers of all the conificatehalders,

We \harefore. Request all the cenificate-nalders to submit their CMIC and NTHN numoers
tnroug & duly signed letter by the respeciive cerificate-holde:
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Twenty first Report of the Directors of Modaraba
Company for the year ended June 30, 2007

Trne Board of Directors of Standard Chartared Services of Pakistan (Private) Limited, the Managemen:
Company of Standard Chartered Modaraba (SCM), has pleasure.in presenting the bwenty firsl
Directors' repart of SCM, together with audited accounts far the vear ended June 30, 2007

1. Financial Results

Financial results are summanzed as undar:

Year Yaar

endad ended

30.08.2007 30062008

{Hupess in thousands) (Rogees in thousands)

Mt profit for the year 82,196 61.512

add: Unaporopriated profit brought toreard 8,201 3582

Probt avalable for appropration 90,397 £5.494
Appropriations:

Prodit distribution & 15% (2008 & 10%) 64,354 39293

Statulory resens 16,439 18,000

81,273 57283

Linapprapriated profit carried forward 9,124 8,201

Earing . per cetiticaia 1.90 1.42

2. Profit Distribution

The Board inits meesting held on Saptember 12; 2007 has approved the distribution of profit of

H= 1.5 (18%) per certificate of As, 10 each, subiect to deduction of zakat anc tax af source whare
anolicable, for the year ended June 30, 2007, The Direators also approved a bonus issue of 5% o
5 nertficates for every 100 existing cerificates held by transter fram the share premium’

TESEMeE 2000,

Anamount of Bs 1644 millign has basn transferred to statulony reserve in compliance with the
Frudential Regutatons for Modarabas which require that not less than 20% and not more than 50 %
of the Modarapa's after tax profit be fransferred to such reserve till such time as the réserve aquals
100%: of the paid up capital. Thersafter, a sum no! less than 5% of the after tax profit 1=

1z be rransfarred,

3. Entity Ratings

Your Modaraba cortindes to maintain entity ratingg of Aa« (Dounle & phes) and Al+ (Single A ane
plugy for leng-lerm and short-term respectively, These ratings are the mghest in the entire: modaraba
and |aasing sactors and have bieen assigned by Pakistan Credit Rating Agency {Private) Limited,
They Indicate low expectation of credit risk and very strong capacity for timely payment of

finaneial commitmenis.

4, Corporate Excellence Award

Your Modaraka has won the 24th Corporate Excellence Award in the Financial Categdry from the
Management Association of Pakistan (MAP) for its outstanding performance. Recipients of awards
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on everall basis include anly top two companies representing ong each from Business-Industrial and
Financial categories. Previcusly your Modaraba had won 22nd and 23rd Corporate Excellence Awards
an sector-wise bagis.

5. Review of Operations

Curing the peried under review, Modaraba's gross income haz increased by 3.6% 1o Rs 253 millon
as against As, 244 million last year. However, Modaraba's linancial cost has been-efficiently maraasd
and decreased by 11%. Tha net profit for the year ended June 30, 2007 was Rs, 82 2 million as
compared to Re. 81.5 millien fast year, showing-an Increase of over 33%,

6. Economic Outlook and Future Prospects

Acoording to the data released by State Bank of Pakistan real GDP grew by 7.5% during fiscal yvear
2008, However, political uncertainty due to presidential and parliamentary elections, and tighter
manetary policy daugur thal a slowdown in growth might be around the corner, Increased Interest rates,
risg In house rent, high oil pricas and pressure an foreign exchange tngoered nigh inflation. SBP stated
that fign GDP grawth and its compaosibon, despile the decelerated growth in private sector oradit

ciually refute the argumant that tight meonetary conditions were stifling real GDP growih', Inflation
seems 10 be under control at 7.78% against the inflation of 7.92% last year, Total loreigr exchangs
reserves crossed USSE 15,750 Billion as of Augusl, 2007, The real challenge far the ecomamis
mianagers in years to come 15 1o address the trade deficit and current account balance

The economic fundamentals seem to be sound and ndicating petential for growth in every sectar of
the economy especlally in SME sector, Your Modaraba, thereiore, has every reason to look mio the
liture with optimsm, We will continue 1o place emphasis on senvice quality with focus on qualily o
porttolio. Efferts to expand product range are under way and we constantly look forward to increased
business opporunities

7. Corporate and Financial Reporting Framework

The tinancial statements, prepared by the managemant of the Modaraba, present tairly its state
of affairs, the result of s oparations, cash fiews and changes in equily.

Proper books of accounts of the Medaraba have baan maintained.

Accounting pelicies have been coensistently applied in preparation of financial statements
Accounting estimates used are based on reasanable and prudant judgment

International Aceounting Standards, as applicable to Modarabs in Pakistan, have been followed n
praparation of finandcial statemants,

I'ie-system of internal cantral, whigh iz in place. is being continuously reviewsd by internal audit
and other such procedures. The process of raview will cortinue and any weakness in contrals will
ke removad.

- Board is salisfied with the Medaraba's ability 1o continue as a going concermn

- There has been no material departure from tha best practices of corporate govarmancea. as
detallad in the listing regulations

- Key operatng and hinancial data far the last six years in summarized form is includad in his
anrual repirt.
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- Thefa are no statulony payments on account of taxes, duties, levies and charges which are
outstanding as on June 30, 2007 except for thase disclosed in he financial statemenis

- Thewvaluz of mvestmants made by staff retirement benefit funids based an their respactive actounts
asal June 30, 2006 is as follows:

Provident Fund Rz &6 millon
Giratuity Fund Hs. 2.7 million

During 1he year, five (Q5) meetings of the Board of Directors were held, Aftendance by sach
direcior is.as follows:

Mame af Dhrgctor Mo, of Mestings Attended
Badar Kazm 04
Sharig Saleem 01
Imiran Ahad [
Cyrus-Jd. Masani 05
Arjurnand & Minal (B
Muhammad Afag Khan a0
Arsalan Mayesm 05

Leave ot ahzence was gramed 1o directors who could net attend the board mestings.

Thie patterr of hoiding of cedificates by the certificate-holdersas ncluded n this annual reper

8. The Board of Directors and Audit Committee
The following changes have taken place in board of directors s the Directors: report for the year
ended June 30, 2006

M. Shatig Saleem rasgned from the office aof Managing Director © Chiel Executive of the
Campany and Mr Anumand Ahmed Minal was appoinied in his place, n Seotember 2008

Wr. Arslan Mayeam resigned from the oifice-of directar of the company and Mr. Tufail dawed
Armad, Chief Risk Officer, Standard Chartered Bank (Pakistan) Limiaed was appomied as dirgcior
of the company inolace of Mro Arslan Nayesm.

Thi fallowing changes have lakan place in the audit cammiltee since the Birectors’ repart for 1he year
endad June 30, 2006

b M Arslan Nayeam resgnad from theaudit committes and Mr, Tufall Jawed Anmad was
appointed as member of the audil committes in place of Mr Arslan Nayeem,

The Board wishes to place on record its appreciation and gratitude to the oulgeing directors for the
valuable services rendered by thism.
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9. Qur People

Ihe Board places on record its appreciation of the services rendered by the staff members respansible
tor SCM affairs. Modaraba's record of achievements would not have been possible without the sfors
af evary emplayee. It iz indeed the dedication-and hard work of the employees that has rought SC
to where ibstands now, We will continue ta invest in our Human Resaources,

10. Auditors

O the recommendation of Audit Committee, the Board has appraved the appairiment of the present
auditors Messars, KPMG Taseer Hadi & Go., Charlgred Accountants as auditors for Ihe year ending
Jung 30, 2008 subject to appraval by the Registrar of Modaraba Companies and Modarabas

11. Acknowledgment

The Board would ke to thank the SECP for its continued guidance and supnart,

Tha Board would-also like ta thank its valued customers and ihues[qr.-s for their continued trust
anr supparl.

Gy breball of the Boara

Badar Kazmi
Chairman

Sectember 12,2007
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Pattern of holding of certificates by the
certificate-holders as at June 30, 2007

Mo, of - ; Total

Certificate- Certificate holding Certificates

holders From Tao Held

141 1 a0 28 43

G20 &1 100 44 3589

4,071 101 o000 1,150,024

1,318 am 1,000 GV E B0S

1.670 1001 5,000 3.653.324

2491 2001 10,000 2.055.306

346 10001 375,000.000 35278131

9,727 Total 43222410
Categories of Certificate-holders Number  Certificates held Percentage
Ieldynie 0577 16017300 37 0
Financal Insttutiong © 0 te2av2g e e
Inwestmont Comoanias 11 225941 5.3
Insurance SO panes 16 £ 494,805 1504
Wodarabas ¢ Modaraba Companies ) 4447 3%6 HEeE0
Joing Stwook Comipanies T8 BPd2a0 156

tners

Trnisiees Al-Bader Welfare Trus! 1 1959078 (48
Trusteps Tha Juts Mills Lid. Employees Hatirod Benalt Fund 7 4 G620 a4
Trustees Cresan! Lessing Corp. Lid. Emplovess Provident Fund 1 137 (RSN
Trustaas af Haji Munhammad Wellare Trusi 1 123.C00 ]
Hamb Bank AZ Zunch, Delrz Duba | aza e
Trustees of Thal Jute Milis Lig, Empioyees Srovidan Fund | HEOFT Fay
Managing Commites Ghazali Edusstion Trust 1 i) i)
[ rastess Hale Foaundation l 1,765 R

Habkdd Bank: &G Zunch, London 5 134,800 Tl

Trusieos Mes ¥ H Dinshaw & & Hoshang Drinsbaw i 64,831 s
[rusiees Gut ARmed Textle Mills Limited Empioyees Briseten Fusg 1 1,427 [HR S
Truslons Yad Seonces Limdes Employess Provident Forad 1 42350 QA
|stamies Irweadtrmen] Company o Thetult (Bahrain) 1 231 Q00
The Mausr 1 450 th]
Trustses of Sana ndusiras Limited Empioyeas Gratdity Fund 1 11,550 ans
The & - Malik Chasilatle Trost 1 16.56¢ el
Furjas Co-op Board for Lguidation 1 163 e
The &= Malix Cnaritable Trust 1 TH6D (HIFR]
foicastnar Co-gprative, Housing Scoaty Limitad 1 725 L Ga
Trustoas Mama Schaol Employees Gratuity Fuhd E 11,584 0
Trustess 15 Pakstan Mg Staff Provicant Fund 1 030 (R
Trustess ol Maw Jubiled Imsurance Company Lid, Stall Providen] Sund 1 202124 047
Tristens -l 01 Pakistan Nan Mgr Seatt Posvident Fund k| 742 0.4c
Trustees Aloa & Kirocha: Dinstaw Chamable Trus! 1 MBAD (Lia
Kanaging Gam. Karachl Zarthost Sanu Mandal 1 B.248 R
Trgstocs of Faraukn & Fashesn Karsm Trust 1 0,773 WEH
Managmg Somm. af Bismiliah Tages Faundation 1 20,730 il as
- Trzslees DUNE. Dirshaw Charnty Tnis 1 2B.TEE ig L]
Total 9,727 43,222,410 100800

Ineludes Stardars Sharered Bark (Pakistan) Limited (4,322 241 ceriticalas)
**impludes Standard Charlerod Services of Pakistar (Frivalsr Limitad (4,322,247 dértificalos)
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Pattern of holding of certificates by the
certificate-holders as at June 30, 2007

Additional Information

Categories of Certificate-holders Mumber  Certificates held Percentags

Associated Companies

Standard Chartered Bank (Pakistan) Limited 4322 24 1080

Standard Chanered Services of Pakistan (Py) Lid. 432220 10.00
2 8,644 482 20.00

NIT and ICP

Imvestment Corperation of Pakistan 3,042 g.a1

Mational Bank of Pakistan, Trustee deptt 6.095.311 14.10
2 6.098.353 14,11

Directars, CEO & their Spouse
and Mincr Children - E .

Executives - - -

Public Sector Companies
and Corporations 5 5,174,552 11.87

Banks, Development Finance Institutions,
MNon-Banking Finance Institutions, Insurance
Companies, Modarabas and Mutual Funds 38 5,518,837 1277

Certificate-holders holding ten percent
or more certificates in the Modaraba . - -
[ethar than those reparted above)
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Statement of Value Added

2007 2006
Rupees e Fupees "o
Revenue from ogeraliong 252,738,504 203895272
(Other charges)income including impairment
lass no longer requirsd weitten back 10,164,849 7685 501
262,903,353 251,581 573
Financial and bank charges _55.354,395! £1,130,639
Ooerating xpensss ~ B,698.471| 8,086,941
64,553,367 £0,197.830
Value Added 198,349,986 100 182,383,943 100
Distriouted as follows:
To Emplayees
Ag remunaration 28,561,595 14 23,748,139 13
To Investors
As profit on regesmals capital 77,1449 682 38 88,360,188 48
To Modarib o
As managemant tes 9,132,848 5 6.E00,195 4
To Certificate-halders
As pmafit on certificates 64,833,615 33 39.203.700 2z
Retained in Business
Ag depreciation 1,310,226 1 1,865,454 !
Az capital reserves and |
relginged Barming 17,362,020 9 22218867 12
198,349,986 100 182383945 100
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Statement of Compliance with the
Code of Corporate Governance

This statement 15 being presented 1o comply with the Code of Corporate Governange contaired in
the ragulations of Karachi-and Lahare Stock Exchanges ter the purpose of establishing a framewaork
of good governance. whereby a lsted company Is managad in compliance with the best practces of
corporaie governance,

Standard Charlered Modaraba (the Modaraba) has applied the pringiples containad in the Cade n
thie follawing manner:

1. The Board presently comprises six directors including frve nan-executive direciors

2 The diractars have confirmed thal none of them is serving as a directar in mora than
10 companies

3. Al the resident direclors of the company are registered as taxpayers and none of them has
defaultec In payment af any loan to a banking company, a DFor an NBFI or, being & memoer
of a stock exchange, has been declared as a defaulter by that stock exchange.

4. Casual vagancies ocourred during the year in the Board were filled wittin 30 days thereal

5. The Modaraba has prepared a ‘Stalement of Ethics and Business Practices’ which has beon
signaed by all the directors and empleyees of the Modaraba,

B. The Board has developed and approved a vision/miss:on slatement, overall carporate siratagy
and significant policies of the Modaraba, A compleie record of particulars of significant policies
= mamtained with relevant department of the Modaraba

7. Allthe powers of the Board have bean duly exercised and desions on matarial ransactions
have baan taken by the Board. The terms of appointment and remuneration package of tha CEQ
and directors are not approved by the board as they are nominees of Standard Chartered Bank
i Pakistan) Limited,

B. The mesatings of the Board were prasided over by the Chairman and, in his aksence by a directos:
elected by the Board for this purpose.

9. The Beard of Directors have met five mes in the vear and notices of meetings. alorg with agenda
and related papers dre always endeavored 1o be circulated at least seven davs before the
migelings. The minutes of the mestings were appropnately recorded and circulated

10. The Directors are canversant with their duties and respansibiliies under tho relevan! laws
applicable to the Modaraba. Prospectus and provisions of the Code of Gorporate Governanne gic

11. The Board has approved the appaintments of Chiel Financial Officer and Company Secrelary
Fulure appomiment, if any, on these pesitions including remuneration, terms and conditions,
as determined by the CEQ, will be referred to the Board {or approval,

12, The directars' reper for this year has been prepared incomplianca with the recuiremeants of the
Code and fully descrbes the salient matters reqguirad to be disclosed

13. The financial statements of the Modaraba were duly endorsed by CEQ and CFO betore apprava
ot the Board
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14.

15

TE:

17

18:

19,

24,

21:

22,

The directars, CEO and executives do net hold any interest in the shares of the Modaraba other
than that disclossd i 1be pattern of holding of cedificales

The Modaraba has complind with all the corporate and fmaneial reponting regquirements af the cade

The Board nas formed an audit committes thal also ensuras the Independence af the internal
audit function and the ndependence and objectivity of the external auditors,

The Audglt Commitiee of the Board comprises of thres members who arg non-execulive cireclors
including chairman of the commitiee.

The rmestings of the audit committes were held at least once avery quarter prar W appreval of
Interim and final results of the Modaraba and as reguired by the code. Thi terms of reference of
the committes have been formed and advized o the committes for complignce.

Thé Board has set-up an effective intermal audit lunetion wiich has been outsourcod a8 Hrm ot
chanered accountants who are invelved in the mternal audit function

The stateiory auditors of the company have confirmed that thay have been given a salistaciary
rating under the Guality Contral Review program ot the Institute of Chartered Accountants of
Pakistar, that they or any of the partnars of the firm, thair spouses and minor childran do nel
Mold shares of the Modaraba and that the firm and all ite parinars are in comphance with
International Federation of Accauntants (IFAC) guidelings on code of ethics as agopied oy
Irstitute of Chartered Accountants of Pakistan,

The statutory auditors or the person associated with them have not been appointed 10 provide
other services except in accordanse with the listing reguiations and the augitars have confirmed
that they have observed IFAC guidelines (n this regard.

We canfirm thal all other materal prineiples contained in the code have been comphed with

Jn-hehalt of the Board

At —

aArjumand A. Minai
Chief Executive

Saptemper 12, 2007
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Review Report to the Members on Statement
of Compliance with the Best Practices of
the Code of Corporate Governance

We have reviewed the Statement of Compliance with the best practices contained In the Code of
Corporate Governance prepared by the Board of Directors of Standard Chartered Sarvices of
Pakistan {Private) Limited in respect of Standard Chartered Modaraba to comply with Listing
Regulations of the Karachi and Lahore Stock Exchanges whers the Modaraba is listed

The responsibility for compliance with the Code of Corporate Governance is that of the Board af
Pireciors of the Modaraba Company. Our responsibility Is to review, 1o the extent where such
compliance can be objectively verified. whether the Statement of Compliance reflects the status of
the Modaraba's compliance with the provisions of the Code of Corparate Governance and repart if
tdoes not. A review is limited primarily to inguiries of the Modaraba Management Company
nersonnel and review of various documents prepared by the Modaraba Management Compariy o
comply with the Gode.

As part of our audit of financial statements we are required to abitain an understanding of the
accounting and internal contral systems sufficient to plan the audit and develop an effective audi
approach, We have not carried out any special review of the internal control system to énabla us o
express an opinian as o whether the Board's statement on internal contral covers all controls and
the eflectiveriess of such internal contrals.

Based on our review, nothing has come to our attention, which causes us to believe that the

Statement of Compliance does not appropriately reflect the Modaraba's compliance, inall matenal
respects, with thie best practices contained inthe Code of Corparate Governance.

KPMG Taseer Hadi & Co,
Chartared Accountants
Farachi

September 12, 2007
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Auditors’ Report to the Certificate Holders

We nave auited the annexad balance sheet of Standard Charfered Modaratra as al June 20, 20407
and the‘related protl and loss Account, cash fow siatement and slatement of charges 0 gauty
together with the notes forming part thereal (hereinafter referred to as 1he ingnoal slatemanis), 1o
the year tnen ended and we stata that we-have obiained sl the information ane gxplanalions which
o the best of ol knowledge and baligf, ware necesszany igrthe purposes of our audit

Thess hnanoal stmiements are the Modaraba company s [Standard Chanered Services of
Pak.stan | Privale Limited] responsibility who'is also respensinie (@ esabish Gnd mainizm 4
gystam of inlermal control, and prepare and presant the above said Slalemenis n contormity with
thia approved accountng standards as applicatle in Fakistan and 1he requliremenis of 1he
WModaraha Companies and Modaraba {Floalaton and Controd) Oroinance, T9E0 (005 of

1980), ard the Madarabe Sompanies and Modarabs Rules, 1881 Our responsibility s 0
BEpIESS B0 apinion on these siatemens pased on our awdit

W canducted odraudit i acodrdance with 1he auditing standards-as applicable in Pakistar
These siandards recuire that we plar and perdorm the awdit 1o obiain reasonabie assuranae aboo
whether the finanoial statements are free of any material misstalemant, - An aud)) inciudes
Sxamining on & lest basis, evidence supposting the amaunts and disclosuses 0 the tnancial
sratementa. An sudilalko noludes dssessng the accounlitg pobees and signitcant estimales
made by the Modaraba Company, a5 well as, evaluatingthe overall presentation of the finanoial
starements. We beljsve 1nat aur audil provides a reasonable basgis for our opimion and altar dus
verlicaton, wa rannr that

L&) ImOUr SR n. Sroper books of accounts have been Kept by the Modaraba Company
in resoect of Standard Chartered Modarabd as requited by the Modaraba Comparnes aned
Muodaraba (Floaiation and Sontrol) Crdimance, 1980 (XXX of 1980), and 1he Modarabo
Companies-and Modaraba Bules. 1981

[

1PV CYLEF RGN

0 it biglarea dhest and profit and less account wegathar with the notes thareon
have been drawn up n conformity with the Modaraba Companies ana Modaraba
iFloatatar and Contraly Qrdinance, 1980 (XXX of 18980), and the Modaraba
Companies and Modaraba Rules 1981, and ars in agreement with the books o
accounts and are fudher m gocordanga with accounting pehgies consistently
apolied:

il ke expeaditure incurrad dunng the vear was for e purpose of e Modaraba's
business, and

i ke business conduoted, investments made and the expendituma inourred danrng
treyaar wan In acoordance with the obiects. terms and conditions of tha
WMiodaraba,

1oy ineus epiman and to the best of our infarmaticon and according 10 the explanatons
givan 10 s, Tha balance sheel, proft and loss account. cast llow Statement and
statement of changes in aquity Ingrtnre with the aes forming par therect conform
with 2pproved accounting slandards as applicable in Pakistan, and give the
information required by the Modaraba Comganes and Modaraba (Floatation and
Control) Crdinance, 1980 (XXX of 1980), and the Modarabs Companies and
thodaraba Fules, 1981 in the manner sa requirsd and respectively give a trus and 1ai
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view of the state of the Modaraba's affairs as at June 30, 2007 and of the profit, its cash
flows and changes in equity for the year then ended: and

[d] In our opinion, Zzkat deductible at source under the Zakat and Ushr Ordinance, 1980

(VI of 1980), was deducted by the Modaraba and deposited in the Central Zakat
Fund established under Section 7 of that Ordinance,

KPMGE Tasser Hadi & Co,
Charerad Accountants
Karach

September 12 2007

20 Annuzl Fepert 2007 Standard Chartered Modaraba



Balance Sheet as at June 30, 2007

NOTE 2007 2006
Rupees Rupees
ASSETS
Current assets
Cash and bank balances 3 14,744,123 52.611,485
Arvances: deposits, prepayments and other receivables 4 842,200 7.266,813
Corsumer Morabaha Finance 19,145 5iLEG4
Current portion of diminishing Musharika 240,136 386,573
Current parton of Musharika arrangaments - 200, 000000
Current portion of Met Investment in fjarah Finance 5 1,019,864,708 922,348 BO4
Taxation recaoverable 8,126,073 B2E.073
Total current assels 1,043,836,385 1.200.790,512
Laans and advances to executives ' 79,518 | | 16,585
Leng-term portion of diminishing Musharika . 13,012,189 10722429
Long-term portion of Met Investment in ljarah Finance 5 (1,499,480,546 | 1,340,352 594
Fixed Assets B 4,340,973 || 5783533
Total non-current assets 1,516,923,236 1,356,875 447
Total Assets 2,560,759,621 2,557 665953
LIABILITIES AND EQUITY
Current liabilities |
Musharika finance 7 218,031,960 477,365,344
Currant maturity of Morabaha finance B 100,000,000 100.000,000
Current maturily of security deposits 9 49,738,937 35:553.543
Credilors, accrued and other liabilities 10 62,818,456 48,078,214
Current portion of redeemable capital 13 819,505,067 10,131,978
Unclaimed profit distribution 17,432,013 17082164
Total current liabilities 1,26?,5_25,433 1,2BB 182,245
Long-term partion of Morabaha Finance g | . 100,000,000
Long-term partion of secunty deposits ke 174,993,122 150,209,067
Long-term partion of radeemable capital 1M | 258,372,880 202,330,000
Total Non-Current liabilities 433,366,012 452,533,067
Tatal labilities 1,700,892, 445 1740703182
Certificate holders™ equity
Cerificate capital 12 432,224,100 392,931,000
Resarves 13 353,685,027 376,534,000
Unappropriated profit 73,958,049 | 47494 511
859,867,176 515.964,641
CONTINGEMCIES AND COMMITMENTS i4

'2,560,758,621 2.557.665.953
The annexed notes 1 1028 form anintegral part of these hinancial statements:

Badar Kazmi

Chgirman

Standard Chanerad Services
of Pakistan {Private) Limited

\aw.,,.uu'.

Cyrus J. Masani

Director

Standard Chartered Services
af Paxistan (Private) Limited

Arjumand A, Minai

Chief Exeoutive

Standard Chartered Sarvices
of Pakistan (Private) Limited
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Profit and Loss Account

for the year ended June 30, 2007

NOTE 2007 20108
Rupees Hupsas
ljarah finance income 234,524,913 205234048
Profit an musharika arrangement 17.634,198 38302487
Incomiz an morabaha finance 5,585 15454
income an deposiis with bank 573,808 344 258
252,738,504 243896272
Financial charges 15 133,004,578 149,480,827
119,733,926 94 405,445

Impairment loss on doubtful debts no langer required
writtan back 53 71,454 2,675,452
119,805,380 97,080,857
Other income 16 10,093,395 5009,849
Operating expenses 17 {38,570,292) (33,778.584)
91,328,483 68312168
Modaraba company’s management fae 18 9,132,848 6,800,155
Profil for the year 82,195,635 61,511,867
Eamings per certificate 19 1.80 142

The annexed notes 1 to 28 form an integral part of these financial statemants,

,ﬁ/é___

Arjumand A. Minai
Chief Exacutive

Badar Kazmi
Chairman

Cyrus J. Masani

Direcior

Standard Chartered Services
Gl Pakistan {Privale) Limiled

Standard Chartered Services
of Pakistan |Privale} Limited

Standard Charlered Services
of Paiistan (Private} Limiten
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Statement of Changes in Equity

For the year ended June 30, 2007

Crteann Sruriumm Hlanuseny wirapRre TaTA;
capial be miotaniba [r ] pizlan
carilicates profil
Mty Hupans Flmotis Aupses At
fasnie s 8l June 30, 1005 ITLFAN0ON  VIS000000°  BIZE50000 U2 ST £30,256 674

Iggsie e bora coctfoaten @ S

Pl aernesnon ior 05 & Fr

wahl hor e vear gnced June 3 P00

et o slalany maesn
Pavarce as ar June 3 F0040
s pustledts 10
Frolil-ginlfiator e 2006 0 By

Hiaht o b plat aneo - June 35 #1007

Trgtsiii o glalytsry e sene

Hoareh a at-Juwnp: 30, 2007

Badar Kazmi

Chairman

Standard Chartered Senvices
at Pakisian (Prvate) Limitad

& e carlilizag

por corfoal

ba groered nones | InEE arm am interal ant

WD RTYVOEN
3528 000 - 115,288 000
TSN AGEet 10

430 224 00 70,985,200

# s RAaAcis sininmonts

Arjumand A. Minai
Chief Expculive
Standard Chartersd Services

af Pakistan (Private) Limited

L TAEALOT Tl GRS

B1,571.987 61 511 9&7

18 D6HD [ R K]

S0 260 0 L L0 gat B g LET
4G 3ad 0o

B2, 1ThaRis
LB A oy

S RRG NRAT Bhib R L0

\dwuw
Cyrus J. Masani
Direcior

Standard Chartersd Services
of Pakisian (Frivate) Limited
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Cash Flow Statement for the year ended

June 30, 2007

HOTE RO0T
Aupeas
Cash Flew feom Oparating Activities
Prodit lan the vaise B3.195,635
Adlustmant lor:
Lagrecation Fammtisation 1. 310,224 |
Rt Oloss on disposal of Teed assals {138,771} |
Impirmiaed 1088 70 [ORgel fedired antior Sank ETt.dSal-‘;l
Prodil h muishar=a ara gament (17,634.198) |
eSS Gn dinpegEts with Zan (5T3.8B0E)
Fanan
fadeamabie camtal TT.145,682
MR aEANg: iNamees 12418622
skt fingicas 431,394,766
115,457,064
108,052,698
iInzreasel  discreasa noparabiog 3ssels .
Savanced. Sag0sis; propaymoris ant nikar moevables [ 3,278,188
shaamar moratahe inance

ning mushanks
reangeTaTds

& dvares o aaeculws
Fm-ateabie rom mrminated | rraldred conirasts
(55.478,561) o sl B
Ire:riapa | (decraased v pperaling labitites
Crad acrond arcd cthar liablities -
senegiading rolll pahabl oo edramabeccapiel, maresahn linunce, and megkanks ingaces) G.887,086
Aeciriy deposis 33,960,440
A5 656.515
188,230,652
Ehoda reeves o pad) o =
UERRIRE 3 I argarmen 20,780,613
sedstersialia cagikal [64,912.273)
~ morasaha linancos P-l,!!#,we}
mishdrsa linancas 45,142.540)
Tax ehint recerad e
(104,130,272}
Ned casn Howms from Speratg aieting B4,100,280
Cash Flow From Invasting Activities
| (287,384} AT
liwnd assaks 556,500 1631
Inzomiezn dapdsng il back 1| 573800 | = 244 FHE
War cazn faees an nvasing ashvies 842918 T e AR B o
Cash Flow Irem Financing Activities =
Hadesrable capainl ke remyneTils 265,415,079 510
Y taha Miances (s repayrranls {100,000,0040) )
Wasnarg Wngnoas ees rebayrrants {250,333,384) 1238
Peadild paid orcanilicate noloars (38,893.251) H
Mal fashy aws Iram fimamon 5 {132.810,658) 1331
HCTREES  [ISCYEARE] Mmook ~AT0 A0l Yalers (47,867, 362)

Capn Ane cash Souivalent al Begrming af e year
Cash ang cashanuivalentsal amd al il year

Thie affdind notes b 23 5o an mbagral g ol thess lisancinl statemenss

Badar Kazml
Chairman

Arjumand A. Minai
Chiet Executive

ea R

Cyrus J. Masani
Direcior

Standard Chartered Services
of Pakistan (Private) Limied

Standard Chanered Services
of Pakstan (Private) Limited

Standard Charterad Services
of Pakistan {Private) Limited
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Notes to the Financial Statement for the year ended
June 30, 2007

1. LEGAL STATUS AND NATURE OF BUSINESS

Standard Chartered Modaraba (the Modaraba) was formed under the Modaraba Companias and
Modaraba (Floatation and Cantral) Ordinance. 1980 and the Rules framad there under and is
managed by Standard Chartered Services of Pakistan (Private) Limited. The Management
Company is 8 wholly owred subsidiary of Standard Charered Bank (Pakistan] Limited

The addross of its ragistered office 1 Standard Chartered Bank (Pakistan) Limited, |1 Crundrigar
Hoad, Karachi, Pakislan

Thie Madaraba s a perpetual modaraba-and is primarily engaged in leasing of plant machiniss,
motor vehicles (both commercial and private), computer equipment etc. The Modaraba may also
irvest in commercial and industrial ventures suitable for the Modaraba, The Modaraba i listed on
the Karachi and Lahore Stock Exchanges

2. SIGNIFICANT ACCOUNTING POLICIES
2.1 Statement of compliance

These tinancial statemants have been prepared in accordance with approved accounting standards
45 applicable 0 Pakistan and the requirements of Madaraba Companies and Modaraba iFloatation
and Comrol] Ordinance, 1980 and Modaraba Comparnies and Modaraba Rules, 1981, Approved
Accounting Standards comprise of such International Financial Reporting Standards as are nicifieac
under the provisions of the Companies Ordinance. 1984, Wherever, the requirements of the
Modarana Companies and Modaraba (Floatation and Control) Ordinance, 1980 and Modaraha
Companies and Modaraba Rules: 1981 or directives issued by the Securities and Exchange
Commissian of Pakistan (SEGP) diffar with the requirements of these standards. the requirements

of Modaraba Companies and Madaraba (Floatation and Cantrol) Ordinance. 1980 and Madaraba
Companies and Modaraba Rules, 1981 or the requirements of the said directives 1akes precedence

Diuring 2005, the Securties and Exchange Commission of Fakistan notified the Islanic Finarciat
Accounting Stancard 1 issued by the Institute of Chartered Accountants of Pakistan relating to
accounting for Merabaha transaction undentaken by a bank / financial institution, effective for financial
pariods beginning on or after January 1, 2006, The standard has nof been adopted by The Modaraba
pending resolution of cerain issues, 8.g., Invoicing of goods, recording of inventofies. canaurrant
application with other approved accounting standards in place, ste,

2.2 Basis of preparation
These financal stataments have been prepared under the historical cost convenbion

Trese financial statements are preseried in Pakistani Aupees, which is the functicnal currency of
he Madaraba,

The preparation of financlal statements i confermity with aparoved decounting standards requires
management lo make judgements, astimates and assumptions that aifect the applcation of
policies and reported amounls of assets and labilities, inctme and expenses, Theastimates and
assaciated assumptions are based on historical experience and various other factors that are
nalieved t be reasenable under the circumstances, the resulls of which form the hasis of rmakng
the judgements about carrying values of assets and lizhbilties that are nat readily apparent from
nther sources. Actual results may differ from these estimates,

The estimates and undarlying assumptions are reviewed on an angeing basis, Revisions 1o
accounting estimates are recogrised in the peried in which the estimate is revised If the revision
afiects only that period, or in the penod of the revision and future periods it the revision affects
poth current and [ulure perniods,
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Judgements made by management in the application of approved accounting standards that
nave significant effect on the financial statements and estimates with a significant risk of material
adjustment in the next year are discussed In note 27,

The fallowing standards, amendments and interpretations of approved accounting standards are
anly affective for accounting periods beginning onor after | July 2007 and are not expectad 1o
have a significant effect on Modaraba financial statements or not refevant to Madarana;

- Amendment to |AS 1 Presentation of Financial Statements Capital Disclosures

- 1AS 23 - Borrowing Costs (as revised),

- 1AS 41 - Agriculture,

- |[FAS 2 - Share-based Paymenis.

- IFAS 3 - Business Combinations.

- IFRS 5 - Non-current assets Held for Sale and Discontinuad Operations,

- IFRS 6 - Exploration for and Evaluation of Mineral Resources,

- IFRIC 10 - Interim Financial Reparting and Impairmeant.

- IFRIC 11 - Group and Treasury Share Transactions,

- IFRIC 12 - Service Concession Arrangements.

- IFRIC 13 - Customer Loyalty Programmas,

- IFRIC 14 - The Limit on 2 Definad Benefit Asset Minimum Funding Fequirements and their
Interaction.

1 addition |siamic Financial Accounting Standard 2 'ljarah’ issued by the Institute of Charterad
Accountants of Pakistan has been notified. Under the above IFAS 2, the ‘liarah’ fransactions shal
be accounted far in the following manner:

Mul'ir (lessors) shall present the assets subject to ljarah in their balanoe sheet according m the
nature of the assel, distinguished from the assets in own use.

Costs. including depreciation on the assets given on ljarah. insurred in earning 1he ljarah income
shall be recognized as an expanse,

ljgrah income shall Be recognized in income an an accrual basis as and when the rental becames
due, unless another systemalic basis is more representative of the time pattern in which thie
benefit of the use derived from the leased asset is diminished

The above IFAS 15 operative for financial statements covering the period beginrung on or after- July 1
2007 and Is required 1o be followed on those ljarahs which commences after the above mentioned
date. Although the application of the standard does not have an immediate irnpact on the Modaraba's
financial staterments due to prospective application, he Modaraba is currently reviawing (e
implications of concurrent application with Intemnational Accounting Standard 17

The Modaraba Association of Paxistan, has also approached the SECP ior the deferment of the
ahove IFAS.

2.3 Net investment in ljarah Finance

Assets owned by the Modaraba but subject 1o finance |ease are included in the financial statemean:s

as "Net investment in ljarah finance” at an amount equal to the oresent value of tha lease nEyments

including estimated résidual value. Allowance for non-performing leases is made in accordance with
Prudential Regulations for Modarabas issued by SECF and is charged to the profit and loss aceaunt
aurrently

2.4 Receivable from terminated / matured contracts

These are stated nel of impairment lass, Impairment loss is recognised for doubttul recesvables on
the basis of Prudential Regulations far Modarabas issued by the SECP or based on the judgement
of management, whichever is highar. Bad debts ara written alf when identified,
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2.5 Fixed assets
Tangibie

COperating assets are statec at cost less accumulated depreciation. Costincludes expenditure hat
i3 directly attributable ta the acguisition o the tems. Subsequent cosls are included in the asset’s
carrying amount or recognised as a separale assel, as appropriale. only when itis probakie (hal
fulure ecanomic benefits assoclated with the itemn will fiow to the Modaraba and the cest of the jtem
can be measurad relianly, All other repalrs and maintenance are charged to protit and loss account
during the period in which they are Incurred.

Depreciation is charged 1o income applying the straight-line methad whareby the cosf of an assel (s
writter off over its astimated useful life. |In respect of additions and deletions during the year
depreciation is charged properionately to the peried of use,

The assat's carrying amount is written down immadiately to its recoverable amount It the asset s
carrying amount is greater than its recoverable amaunt.

Gains and losses an disposals are determined by comparng proceeds with the carmying ameun i
the relevant assets. These are included in the prefit and loss account

Intangible assets - computer software

Acquired compute software licences are capitalised on the basis of the cost incurred o achuire and
bring ta use the specific software. These cost are amortised over their eatimated useful lves:

2.6 Taxation
Current

Bravisian fof current taxation is made on taxable income al the prevailing rates of tax attar taking Into
account tax credits avallable, it any: The mcome of non-rading madarabas is exempl from lax
orovided that not less than 30% of their profits are distnbuted to the cerlificate-holders. The Madaraba
nas decided 1o continue availing the fax exemption and hence no provision has been made in thess
finarcial statements for tax liability for the current year

Deferred

The Modarabia accounts for deferred taxation on all matenal temporary differences using the
liability methed, However, deferred tax assets as at June 30, 2007 amaunting ta As 28877 mitlion
(2006 : deferred tax assets of Bs.20.346 million} has not been recognisad in thess financial
statements as the management beheves that the temporary differences will nat reverse in thie
toresaeable fulure due to the fact that the Modaraba intends o continue avalling the lax examplian

2.7 Provisions

Fravisions are recognised when the Modaraba has a legal or consiructive cbligation as a resuit al
past everts, and it is probable that an outflow of resources embodying BCoNaMic benefits will be
required to seltle the obligation and a reliable estimate of the amount can be made.

2.8 Cash and cash equivalents

Cash and cash equivalents are carried m the batance sheet at cost. For the purpose of cash flaw
stalement - cash and cash equivalents comprise cash and cheguas in hand and balances with
panks on current and deposit accounts.
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2.9 Revenue recognition
ljarah Finance

The Madaraba foliows the finance methad for recognising income on fjarah contracts. Unider this
methad the uneamed income 1.e the excess of aggregrate ijarah rentals tincluding resdual value)
over the cost of the asset under fjarah tacility is deferred and then amortised over the term of the

llarah. S0 as 1o produce a constant rate of return on net investment in the ijarab. Documentation

charges, front-end fee and other ijarah income are recognised as income an receipt basis.

Musharika Finance
Prefit on musharika arrangements is recognised under the eflective markup rate method based an
the amount gutstanding,

Consumer Morabaha Finance

The Modaraba follows the finance method in recagnising income on cansumer morabaha finance.
Under this method the uneamed Income Le the excess of aggregrate morabaha installments over
the cost of the asset under morabaha facllity is deferred and then amorised over the term af the
marabaha, so as fo produce a constant rate of relurm on consumer marabaka finance
Cocumentation charges, front-end fee and other marabaha income are recognised {45 income on 8
receipt basis,

Dividend Income
Dividend income Is recognised when the Modaraba's right to receive the dividend is established,

2.10 Staff retirement benefits

The Madaraba cperates:

& recognised providant fund for all eligible employees; and

(it} -an approved tunded defined contribution gratuity scheme for all permanent employess,
Graluity s payable to employess on completion af the prescribed gualifying period of service
Lindear the scheme,

Cantributions 10 the provident fund and gratuity fund are made at the rate of 10% and B8.33%
respectively. of the basic salary of employess.

2.11 Profit distribution to certificate holders
Peafit distribution to cenificate holders is recognised as a liakility in the perod inwhich such

digtribution is announced.
2.12. Off setting financial instruments

Firancial #ssets and liabilities are offset and the net amount raported 0 the financial statements
when there is a legally enforceable right ta set off the recognisad amounts and there 1S an intention
1o settle an net basis, or realise the asset and settle the liabilties simuitansoushy.

3. CASH AND BANK BALAMNCES

2007 20046

Rupees Rupees

With banks in current accounts 3,867 8,160
With bank in deposit account 3.1 14,727,298 62,5585 501
Cash m hand 12,858 FiltZ)EE
14,744,123 B2.611.485
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This balance has been kept to camply with the requirement of maintaining the prescribed liquidity
against the Certificates of Musharika issued by the Modaraba in line with the provisions of the

sohame,

4. ADVANCES, DEPOSITS, PREPAYMENTS AND OTHER RECEIVAELES

2007 20085
Rupees Hupees
Loan and advances to executives 93,986 72090
Advances to suppliers and others 100,000 000
Deposits 51,800 51,800
Frepayments 480,363 417 879
Accrued profit an musharika arrangements - 3,146 425
Receivables from staff retirement benefit fund 72,974 2,500,000
Others 43,077 G01,61%
842,200 T.266.813
5. NET INVESTMERNT IN IJARAH FINANCE
2007 2006
Nt |ater Later than Taotal Total
than one  one and less
year than five years
Instatiment contract recaivables 1,140,382 8630 1 450,734,745 Z4591.127.2756 2214 677 a2
Add Besidual value - 106131826 281,638,186 3BT TVGO12 369 333,734
1246524 456 1732372931 2978437387 2584011152
Less: Unearned linanaa ncame 225494379 F32 A82 385 458,376 754 S2007313)
Allowance for potential arah losses 5.3 1,165,369 - 1,166,358 17236 823
51 1.0149,864 708 1.499 400 546 2510855254 22677071498
51
2007 206
Rupees Rupees
Lass than one year 1,019,864, 708 Gez2 348 B0
Cine fe live years 1.499.490.545 7 340,352 594
2,519,356 254 2262707 92

5.2

There ana no ljarah contrac! recanvadlas aver five years
rangas from 5.2% 1917 0% garannurm.

5.3 Allowance for Potential ljarah losses

The Modaraba's implicit rate of raturn on

jrarah finange

2007 2006

Rupees Rupees

Balance at beginning ol the year 1,236,823 32275
Reversal of prosagion during th year {71,454) (2675450
5d 1,165.365 1236823
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This reprasent genaral provision against ljarah financs ta individuals.

6. FIXED ASSETS

6.1

The fellowing is a staterment of assets in own use:

CIOET ACCUNMULATED DEPRECIATICN
As-al Additicnss Al Agal Crarga for Aoy Med bioch,  Degrocizbon
duly 91, ddedelions] e 30, Jule i, ey yiran June 40 wilue gz a3 e
2006 &007 2006 Jaccumiiatog oy T30 DT Annui
dapreciatian 2607
s et eligns)
Rupees Rupees Rupess Rupass Aupsies  HAupees Aupeas Fluigrsig
Tangible
Fumdunsmnd
litirgs 1703 E A0 s oLk 170,254 a5Zqun 1,245 GA% 10
O ea adpaiartsnl
liances ana £ s #E7. 304 9588064 6137688 1067053 GR03E1 2TBAMSE 1041 3R
Tpler sy siam (523230 (801,745)
Moot wablidlios 1424 RETF - HAE 500 Farnas 720 105 9/ 324 535 20
[882.1.35) (F92 483
12837 062 287584 11 T03,0BR ST 538 TADEE 7362115 4 340 a7a
Rtah bl kY] [+, h, B35
Intangitle
Compuine saltwarg 2087 AT REST 60T 2254607 22518507 X B ]
2007 15,188,759 !'E_T.:-IIH 13,960,785 8,405,226 1.310.224 9616812 4,340,573
(1,515,368) (1,095,638)
COST ACCUMULATED DERPBECIATION
Asal  Adadions’ At Agal  Dnarge for Asal et ook Dopraciation
duly @ jdesetiong) Juinvy 33, duty 0, Ihe year dure 30, waius 55083 R P
2005 2006 2002 (acoumialod ZONE durtg 26 SEr ANNu
deprecation 200G
ot deletians)
Bupeas RAuppas Bupaes Rugieg Ruoees RBuppes FHupies Fupees.
Tangible
Fumiure and
fitlirtizn T T0E Sz 1T EZ4 TRART 170288 Fhr 203 12024 TG
Clfice eguipment )
appliances and STFAE 2pdoorn amoRadl T4ER 36T THTRES  BIITEDRE  SESmE0s 04 333
COMTPULAT Systim (2160, 85) 1, 14010
Mitor vabgles 982 135 433800 1424635 345667 181,861 A7 548 %) 0ar A
12815777 pGTRATO 12431 062 BAAO0ET 1148372 Pa4rsge 57918532
12 160, 186 2041810
Intanginle
Compue:rsobwam 2257887 22eY.EAT 144314 Hrd.0aR 2257 GAT 3353
006 14,673,474 2675470 1E.1ﬁﬂ-.?59' 9,683,682 1,863,454 8405228 5.TB3.533
{2,160,185)

(2,141.910)
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6.2 DISPOSAL OF FIXED ASSETS

The following assets were disposed of cunng the year:

i | Areyntiuated Hal zrok Saip Westhe aif Farboalars 24
deprac-atan valda g el L dhispisa Euyef
Mupaas Hupess Hupras Fupong
Fhotocagicr 2233 401145 V22,086 (B Negohitan W S
Motot Yehigie 292135 24 494 b PR G50, O Megolatan Horda Cug danr
2007 1.515,368 1,085,438 418729 556,500
RN Iy LA P41 810 1BET3 1610

7. MUSHARIKA FINANCE

2007 2008
Rupees Rupass

tALsRarika with:
- an assccialed underdaking - secured 218,031,960 ATT, 365,344

I'ne total tadility for musharika finances availabie from Standard Chaneraed Bank (Pakistan) Limited
Amounts 1y Rs 800 million (2006; Bs, 800 milipr), The estimated share of profit payable on this facility
rarges from Be. 02474 to e, 0,2948 (2006: Re. 0251010 Re. 0.2753) per rupess ona thousand per
day. The facility is secured against hypothecation over the moveable leased out assets of the Madaraba.

8. MORABAHA FINANCE - SECURED

2007 2006
Rupees Rupess

Friom a hank
Current rmaturily of morabana finance 100,000,000 100,000,000
Long-term mialurily of marabaha finance = RLHEREHIR

100,000,000 200000000

8.1

The total facility for morabahs finance available from a bank amounts to As.300 million (20086 Rs. 300
millon). The estimated share of profit payabie on the finance ranges from Ae. 02967 to He, (L2975
{P006 Fe, 02573 1o Re 0.2578) per rupees one thousand per day and 15 repayable by

Septermber, 2007 The facility s secured against bypothecation over the moveable leased out

gszets of the Modaraba,

9. SECURITY DEPOSITS

2007 2005

Rupees Fiupres

Securty deposis on ljarah Finance 224,732,059 185,762,610
Less: Rapayable ( adjustable with one year (48,738,937) (35,553 543)

174,993,122 150,209,067

Represants sums recewved under garzh finance repayable (adjustable at the expiry of the lease pancd

Arnual Aepor 2007 Standard Chartered Modaraba 31




10. CREDITORS, ACCRUED AND OTHER LIABILITIES

Management fee
Frofit payable on:

- redeemable capital

- musharika finances

- morakaha finances
Accrued gxpenses
Amounts refundable o lessees
Cithars

10.1

2007
Rupees

9,132,848

20,685,466
1,111,323
3,316,274

10,613,225

17,819,657

139,663

62,818,456

20005
Rupees

§.800.195

B.448.057
2,859,087
5,753,735
8145609
16,022,697
49,826

48,079,216

Amounts due to assocated undentakings at June 30, 2007 aggregated Rs. 10.247.916 (2006

As. 9.659,185)

11. REDEEMABLE CAPITAL - PARTICIPATORY AND UNSECURED

Musharika and acerued profit thereon
- agsociated undertaking - note 111
- others - note 11,2

Certthicate af Musharka - note 11.3

Less;
Current portion of redeemable cagital

11.1

Repayable
by

July 2007
June 2008

June 2012

2007
Rupeas

143,000,000
649,122,857

792,122,857

285,755,000

1,077,877,957

819,505,067
258,372,890

2006
Fupees

456,561,978
466,561,978

SHAE.800.000

812,461 978

G106.131.978
2{2.330,000

The estimated share of profit payable an Musharika facilities ranges fram Be.0.2655 to Ha.0 2882

per rupees one thousand per dav.
11.2

The estimatec share of profit payable an Musharnka tasiliies rangas from Re:0.1507 to He .0 3014
(2006 e 01644 1o Ro .4384) per rupees one thousand per day.

11.3

The estimated share of profit payable on Cerificates of Mushiarika ranges from He 00822 1o
Red.2192 (2006 Re 00822 to Re. 0.2192) per rupees one thousand per day,
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12. CERTIFICATE CAPITAL
Authorised certificate capital

2007 2006 2007 2008
Mumber of certificates Rupees Rupges

50,000,000 40.000,000 Medaraba cerificates of Rs. 10 gach 500,000,000 400,000,000

Issued, subscribed and paid-up capital
28,500,000 28500000 Modaraba cedificates of As. 10 each
fully paid in cash 285,000,000  285.000.000

14,722,410 10,793,100 Modaraba cenificates of Rs. 10 each
issued as fully paid bonus cenificates 147,224,100 107.831.000

43,222.410 292237100 432,224,100 332,831,000

As at June 30, 2007, the Siandard Charlered Serviges of Pakistan (Private) Limited (the
Management Company) and Standard Chartered Bank (Pakistan) Limited held 4,322,241 (2008
2,828 310) and 4,322 241 (2008: 3,529,310} cerificates of Rs: 10 each respactively

13. RESERVES AND PROFIT DISTRIUBUTION

Stasutory reserve represents profit set aside 1o comply with the Prudent:al Regulations for Modarabas
issued by the SECP. These regulations require Modaraba to transfer not iess than 20% and nol more
than 50% of itg after tax profits 1l such time that the reserve equals 100% of the paid up capital,
Trareafter, @ sum not less than 5% of the alter tax profits is 1o be fransiarred

Altar the balance shael date the following dividends were proposed by the directars of the
management company. The dividends have not bean provided for

Cash dwidend @ Bs. 1 50 per certificale (2006° @ Rs. 1 percerificate) 54833615 39.293.100

Borus shares @ 5% out of share premium account (2006 10%) 21,611,205 39293100

14. CONTINGENCIES AND COMMITMENTS

During the year 2000-2001, the Sales Tax Department had issued a show cause notice 1o ine
Modaraba in which it was alleged that during July 19987 to June 2000, the Modaraba had receved a
tatal amourt of Bs. 364,882,919 on which sales tax was due. Howevar, no spesific amount in respac
of the aileged sales tax hability was mentioned in the show cause notice. By an order daled January
24, 2002, the Collector, Collectorate of Customs, Sales Tax and Central Excise decided lhe case
against the Madaraba ta the extent that the hiabilities towards sales tax should be determined an tha
basis of amaunt receved after June 16, 1998, The department has net determined the liability unoder
this oroer and no demand notics has been issued so far. Anappeal against this.arder has been liled
befars the dppallate Trikinal and was fixed for hearing on August 26, 2004, The tribynal afler bearnng
the case was pleasad 1o allow the appeal and set aside the order passed against the Madaraba. In
view of the decision af the Trivunal in favor of the Modaraba, no provision has, therefore, baan made
i hase financial statemeants,
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15. FINANCIAL CHARGES

Profit on redeemable capital
Profit on musharika finances
Profit an morabaha finances
Bank charges

16. OTHER INCOME

Profit/ (Loss) on disposal of assets in own use
Gain on early termination of leases
Cthars

17. OPERATING EXPENSES

Salaries and other staff benatits
[epreciation
Amortisation
Advertising, traveling and entertainment
Postage
Telecommunication
Printing and stationery
Legal and professional
Repairs and mamienance
Charges by associated underlaking
Subscriptions
Auditers’ remuneration
COM trustes tee
Insurance,
- oW assets
- A58els leased oul
Donations
Sundries

17.1

MOTE

17.2
&1
6.1

17.3

17.4

2007
Rupees

77,149,682
43,394,766
12,418,611
41,519
133.004,578

2007
Rupees

136,771
5,892,479
4,064,145

10,093,385

2007
Rupees

18,563,885
1,310,226

1,261,799
640,640
274,232
735,926

2,489,473
794,419

9,997,710
547,770
430,000

85,396

112,813

1,325,903

38,570,202

2008
Rupess

88360188
43,601,581
17,517,754

11,204

149, 490827

2008
Rupees

[2,165)
3.011.344
2000870
5,009,845

2006
Rupees

15.498.413
1149372
814,082
963,328
428,806
241,051
1:475.075
1.585.039
637,118
7248 726
430,711
393,000
92,916

107,826
262,038
165,777
1.284 504

33.778,584

Office space, utilities and related expenditure are bome by Standard Chanered Services of Paxistan

(Frivate} Limited.
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17.2

Salaries and other benefits include Rs. 787,360 and Rs. 12 344 (2006 As. 803 B35 and Rs 508 217)
or-ascount of Modaraba's contribution to the staff provident fund and gratuity furd respectivaly

17.3

Charges by associated underaking represents reimbursement of actual salary castand bersfits o slall
deployved on Madaraba affairs,

17.4 Auditors’ Remuneration

2007 20
Rupees Rupees
Auicht fee 300,000 270,00
Reyview of six months period financial stalemeants 60,000 B0.000
Heyiew repors an statements of compliance with
code of porporale governance 40,000 A0 QCT
Sundry advisory services and certilication ol remittance
of prafit to nan-resident certificate-helders 20,000 20,0l
Oul of pocket expenses 10,000 3.000
430,000 393 000

18. MODARABA'S COMPANY'S MANAGEMENT FEE

In acecrdance with Modaraba Companies and Modaraba Rules, 1981 management fes @ 10% 0!
annual profits is payable 1o management comparny.

19. EARNINGS PER CERTIFICATE

2007 AT INR]

Rupees Rupecs

Profit tor the year 82,195,635 B1.519.967

Number of Mumibar o

certificates cerificatas

Average number of certificales 43,222,410 43222410

Hupees FEupees

Earnings per cerlificate 1.490 148
20. REMUNERATION OF OFFICERS

2007 2006

Rupees Rupses

Hemuneration and staff retiremeant beralits 18,036,661 15,BEE 61

Madical expenses reimbursed 240,080 i 'E:F?E'

Other benefits 25?1_144 378.554

18,563,885 164098413

Number of persans at end of the year 21 1y
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21, MATURITIES OF ASSETS AND LIABILITIES
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22. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

In the cpinion of management, fair value of financial assets and liabilities, other than those short term
In nature. cannot be calculated with sufficient rafiability due to absence of current and active market
‘.qr such assels and reliable data regarding markat rates for similar instruments. The Modaraha's
short term financial instruments are expected to be settled in shart term hence, their carmying amoun!
Iz not cansidered 1o be matarially different from fair values -
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23, FINANCIAL INSTRUMENTS

Yiaid / profit rate sensitivity position for an-balange sheet instruments is based an the earlier of
cantractual repricing or maturity date.

Yiald risk is the risk of decling in earnings due to adverse movament of the yield cunve.

Profit rate risk is the nisk that the value of the financial instrumeants will fluciuate due to changes in the
market profit rates

24, RISK

Risk is inherent in the Modaraba's business and the effective management of that risk js seen as a
core competence within the Modaraba, Through its fisk management structure, the modaralia seaks
tn manage efficiently the seven core rsks:

Credil, Market and Liguidity risks arise directly through the Modaratia's commercial activities whils!
Business, Regulatory, Operational and Reputational risks are a normal consequence of any businees
underaking.

24.1 CREDIT RISK

Cradit risk is the risk that & counterparty will not settie ts obligation in accardance with agreed tarms.
Clear resporsitilties for credit risk are delegated to Risk Officers through the Standard Chariered
Group {the Groug) credit chain, Each credil decision in the Modaraba is approved by two directors

including the Managing Director. The Senior Credit Officer of Standard Charterec Bank. Pakistan
lends his support to all crecit decisions of the Modaraba.

Special procedures for managing credit risk are determined with spacific policies and proceduras 1o
adapt o business goals,
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Credit analysis includes review of faciiity detail, credit grade determination and financial anaiysis,
There is a clear segregation of duties with facility applications being prepared by paople whao are nat
partof the anproval chain,

Tne Modaraba employs a variety of tools ta monitor the portfolio and to ensure the timely recogniticn
of problem credits. Accounts are placed on Eardy Alert when they display gigns of weakness. Such
accounts are subject to a dedicated process involving senior risk officers and rapresentatives from a

recovery Uni, which is independent of the business unit. Account plans are re-evaluated and

ramigdial actions are agreed and monitored until camplete recovery has taken place. Remedial
actions include. but are not limited to, exposure reduction, security enhancement, &t of the acsount
or immediate movemsnt of the account Inte the control of the specialist FECOvErny unit,

24.2 Market Risk

The Modaraba recognises market risk as the exposure created by the potential changes in the
market prices and rates, The Modaraba measures the impact of market price and raie risk Lsing
Value at Risk (VaR) model, which is monitared by an Asset Liabllity Management Commitiee,

24.3 Liguidity Risk

The Modaraba defines liquidity nsk as the risk that funds will not be available to meet liabiities as

they fall due;

A range of toals is used for the management of liquidity, These comprise cammitment and under-
writing guidelines, key balance sheet ratios and medium-term funding requirements. Morsover,
day-to-day monitaring of future cash flows takes place and suitable levels of liguid reserves are

maintamed by the business.

25. SEGMENT BY CLASS OF BUSINESS |

25.1 Net Investment in ljarah Finance and Musharika arrangement

MNote 2007 2008
Rupees “hage Rupees foage
Fuet and Energy 433,736,955 18.80 36B.340,270 16,18
Pharmaceuticals and Chemicals 347,534,926 15,15 300,870,857 13.21
Food and Baverage 156,946,344 6.84 290855508 18,77
Sugar 79,442,743 3.46 203010417 892
Financial Institutions A7, B91,837 2.09 72,774,435 220
Travel and Transpor 181,051,971 7.89 123,369,04% o4z
Services 183,827,364 B.01 173882357 7.64
Textile 104,303,368 4.55 157 443 041 B.91
Electrical and Engineenng 144,145,021 6.28 150,373,190 6.50
Comrmunication 131,522,738 573 147441237 B.48
Leather 2,721,851 0.12 13,589,336 3:80
Diztributian 36,458,311 1.58 14784120 0.65
Cameant 183,370,468 7.98 B0.285,967 a:3
Canstruction 1,879,749 0.07 18.066.471 0.74
(Mhers 259,989,549 11.33 162.057,333 A2
25.2 100 2275 935,588 100

2,294,623,195
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25.2

Met investment in ljarah Finance
Musharka arrangament
Securnty deposits

2007
Rupees

2006
Rupeas

2,519,355,254 2 262,701,158
- 200,000,000
(224,732,059) (185762610}

2,294 623,195 2,276,938 588

25.3 For Musharika, Morabaha and Redeemable Capital

Sugar and allied
Saper andd allied
Finanmal institutions
Cthers

25.4

tarabana finanoe
Hedeemable Capital
Musharika fimance

Mote 2007 2006
Rupees Rupees

2 410,910,883

- 16,000,000

467,469,998  B77.365.344
928,439,919  381.551.085

s54  1,385,909,917 1489827322

100,000,000  200.000.000
1,077,877,957 H12.461.978
218,031,860 477 365,344
1,395,900,017 1,489,827 307

26. RELATED PARTIES TRANSACTIONS

Tra related parties of the Modaraba comprise of holding cempany, management company. {ellow
cubsidiary, staff retirerment lunds, directors and key management personnel. Transactons with
related parties athar than remuneration and benefits o key managemant persannel {which @re
employed by the management company) undar the terms of their employment ara as follaws,

Holding Company

Leaze rentals recejved

Fralit on muskarika finance
Frafit on deposit account

Bank charges and comimissicen

Charges far reimbursement of portion salanes and bensfits

Siaff retirement benefits funds
Cantribution tothe Staff Prowvident Fund
Contnoubon o the Stall Gratuty Fund

Management Company
hManagermnen: fee

Other related party
Profit an musharika finance

2007 200e
Rupees Rupesas
15,799,777 34.407.481
43,394,766 43:601.581
573,808 212104
41,519 61,304
9,997,710 F.2A8 V2R
T87.360 H13,835
12,344 509,317
0132 848 6800195
5.054.048
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The Modaraba enters inte transactions with related parties for iease of assets, barrowings undar
musharika finances and other general banking services. These transactions ara based on a [ranster
pncing policy under which all fransactions are carnied out on arms’s length basis  The Bataroas with
related parties have been disclosed in the respective note,

27. ACCOUNTING ESTIMATES AND JUDGEMENTS

Provision against non-performing loans and advances

The Mocaraba reviews its loan portfolio of ljara. Musharika and Marabaha financing 1o assass
amount of nen-performing contracts and provision required thare against on a quarerly basis The
provision |s made in accerdance with group policies which fully comply with the prudential regulaticns
issued by the SECP.

Income taxes

M provision has been made In these financial statements far income taxes as the Modaraba plans
o distribuia-at least 90% of s profits to certificate holders

28. DATE OF AUTHORISATION

These financial statements were authonised tor issue by the Board of Directors ol the Management
Company in their mesting held on September 12, 2007

oy T s

Badar Kazmi| Arjumand A. Minai Cyrus J. Masani

Chairman Chief Excoulive Director

Slandarg Chartered Services Standard Chartered Servicas Standard Charered Semvices
of Pakistan (Private) Limited of Pakistan (Private) Limeted of Pakistan {Private! Limitea
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Standard Chartered Modaraba
Six Years’ Financial Summary

Jun-02 Jun-03 Jun-04 Jun-05 Jun-06 Jun-07

Key Financial Figures (Rs. in millions)

Profit & Loss Account

Fevenues from cperations 332 323 240 222 244 253
Financial Charges 128 115 81 102 149 133
Impairment loss against doubtiul debts 2 1 4 - - =
Met Profit 172 175 11 1 62 82
Dividend including Bonus cerificates 150 150 94 94 74 BG

Balance Sheet

Ceriificate-holders’ fund 398 386 277 a7s 440 506
Aeserves 299 335 358 377 377 354
Borrowings from financial institutions 477 222 556 994 B77 416
Redeemable capital and deposits B52 817 761 839 998 1,303
Partlolio 2,365 202 2129 2648 2463 2510
Lease [ Musharika disbursements 1,210 743 1,215 1,733 1.010  1.457

Key Financial Ratios

Return on equity (%) 24.75 2427 1510 1272 .53 9.56
Financial charges cover ralio 2.34 2.52 237 1.84 1.41 1.62
Profit before tax ratio (%) 51.81 5418 46258 4324 2522 32852
Income / Expense ratio 1.82 1.87 1.85 1.64 1.32 1.45
Debt / Equity ratia 2.55 1.82 1.88 2.28 2.13 1.88

Shares and Earnings

Break-up value per certificate 1858  19.26 19,63 2019 2079 19.88
harkeat value per cerificate 2410 3825 23440 2400 1740 1360
Earning per cerificate 4.61 4.68 287 256 1.42 1.90
Cash dividend per certificate 4.00 4.00 250 2.00 1.00 1.50
Bonus certificate (%) - - - 500 1000 5.00
Price earning ratio 5.23 517 11.58 g.38 1225 7.16
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Break-up and Market value per certificate
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