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Pak-Gulf Leasing
Company Limited

Mission Statement

The Company will:

* Aim to gain the confidence of all its stakeholders by earning a
credible reputation for being an innovative enterprise that is
prepared to change in the best interests of its stakeholders.

e Continually monitor structural changes in the various sectors of
the economy, and accordingly alter the Company’s business
strategy to benefit from the emerging opportunities.

e Focus on changing customer needs and strive to improve tangible
and intangible returns to its customers by providing service and
satisfaction at par with the best in the industry, which would be
reflected in prompt risk evaluation and facility disbursement
procedures and practices.

* Consciously share and remain part of all initiatives by the leasing
industry to play a positive role in the evolution of small and
medium-size enterprises to expand the country’s industrial base
and support economic growth, higher employment, and a better
future for all.



Pak-Gulf Leasing NOTICE OF
Company Limited ANNUAL GENERAL MEETING

Notice is hereby given that the 25"Annual General Meeting of Pak-Gulf Leasing Company Limited will
be held at the Company's Registered Office namely, UNIBRO House, Ground and Mezzanine Floor, Plot
No. 114, 9th East Street, Phase-I DHA, Karachi-75500, on Tuesday, October 23, 2018 at 4:30 p.m.to
transact the following business:

A.
1.
2.

C.
7.

Ordinary Business
To read and confirm the minutes of the 24thAnnuaI General Meeting held on October 26, 2017;

To receive, consider and adopt the Audited Financial Statements of the Company for the year
ended June 30, 2018 together with Directors’ and Auditors' Report thereon;

To approve the payment of Cash Dividend to the Shareholders of the Company at the rate of
Rs. 1.25 per share of Rs. 10 each for the year ended June 30, 2018; and

To appoint Auditors for the FY 2018-19 and fix their remuneration. The present Auditors M/s
BDO Ebrahim & Co., Chartered Accountants, retire and being eligible, offer themselves for re-
appointment.

Special Business:

To consider and adopt, with or without any modification, the following Special Resolution to amend
Article-109 of the Articles of Association of the Company:

RESOLVED that Article-109 of the Articles of Association of the Company be and it is hereby
altered to be read as under: -

Remuneration and other benefits payable to directors, including but now limited to, fees for
attending Board Meetings or Committee of Directors, or General, or Extra-ordinary General
Meetings, shall, from time to time, be determined by the Directors themselves. The Directors
may also be entitled to all such reasonable expenses as they may incur in attending and returning
from meetings of Directors, or Committee of Directors, or General, or Extra-ordinary General
Meetings, or which they may actually incur in or about the business of the Company.

FURTHER RESOLVED that the Chief Executive Officer and/or Secretary of the Company be and
are hereby authorized to take necessary steps and execute all such documents, as may be
necessary or expedient, for the purpose of giving effect to the spirit and intent of above Resolution.

To ratify and approve the increase in the remuneration of Directors for attending all such Meetings,
where their presence may be necessary, as provided under the Articles of Association of the
Company, to Rs. 40,000/- (Rupees Forty Thousand Only), with effect from the date that a
Resolution to that intent and effect was first passed by the Board of Directors of the Company:

FURTHER RESOLVED that the remuneration of Directors, payable to them, for attending all
those Meetings, where their presence may be necessary, as provided under the Articles of
Association of the Company, may and it is hereby increased to Rs. 40,000/- (Rupees Forty
Thousand Only), with effect from the date that a Resolution to that intent and effect was first
passed by the Board of Directors of the Company.

Any Other Business

To transact any other business with the permission of the Chair.

By Order of the Board

Mehreen Usama
Company Secretary

Karachi: October 01, 2018
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Pak-Gulf Leasing NOTICE OF
Company Limited ANNUAL GENERAL MEETING

The Register of Members of the Company shall remain closed from October 17, 2018 to October
23, 2018 (both days inclusive).

A Member entitled to attend and vote at the Annual General Meeting of Members is entitled to
appoint a proxy to attend and vote on his/her behalf.

The instrument appointing a proxy and the power of attorney or other authority under which it is
signed or a notarially certified copy of the power of attorney must be deposited at the registered
office of the Company at least 48 hours before the time of the meeting. A form of proxy is enclosed.

CDC account holders will further have to follow the under mentioned guidelines as laid down by
the Securities and Exchange Commission of Pakistan (SECP).

For attending the meeting:

In case of individuals, the account holder or sub-account holder and / or the person whose
securities are in group account and their registration details are uploaded as per the regulations,
shall authenticate his/her identity by showing his/her original CNIC or original passport at the
time of attending the meeting.

In case of corporate entity, the Board of Directors resolution / power of attorney with specimen
signature of the nominees shall be produced (unless it has been provided earlier) at the time of
the Meeting.

For appointing proxies:

In case of individuals, the account holder or sub-account holder and/or the person whose securities
are in group account and their registration details are uploaded as per the Regulations, shall
submit the proxy form accordingly.

The proxy form shall be withessed by two persons whose names, addresses and CNIC numbers
shall be mentioned on the form.

Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished
with the proxy form.

The proxy shall produce his/her original CNIC or original passport at the time of meeting.
In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen

signature shall be submitted (unless it has been provided earlier) along with proxy form to the
Company.

CNIC/NTN

5.

The Securities and Exchange Commission of Pakistan (SECP) vide its notification SRO 831(1)/2012
dated 5 July 2012 require that the dividend warrant(s) should bear CNIC number of the registered
member or the authorised person, except in case of minor(s) and corporate members. Accordingly,
members who have not yet submitted copy of their valid CNIC or NTN in case of corporate entities
are requested to submit the same to the Company’s Share Registrar. In case of non-compliance,
the Company may withhold dispatch of dividend warrants under intimation to regulator till such
time they provide the valid copy of their CNIC as per law.

E-Mandate

6.

After the promulgation of the Companies Act, 2017 the listed companies are obliged to pay cash
dividend through electronic mode only by directly crediting the dividend amount in the designated
bank accounts of the entitled shareholders. Accordingly the shareholders who hold shares in
physical form are requested to submit the e-dividend mandate to the Company’s registered office
while the shareholders who hold shares in Central Depository Company are requested to submit
the e-dividend mandate to the participants/investor account services of the Central Depository
Company Limited. In case of non-compliance, the Company in line with the directions given by
the regulator will not be able to make payment of dividend.

4



Pak-Gulf Leasing
Company Limited

NOTICE OF
ANNUAL GENERAL MEETING

Filer and Non-Filer Status

7.

Pursuant to the provisions of Finance Act, 2018 effective 1 July 2018, deduction of income tax
from dividend payments shall be made on the basis of filers and non-filers as follows:

. For filers of income tax returns 15%
. For non-filers of income tax returns 20%

Income Tax will be deducted on the basis of Active Tax Payers List posted on the Federal Board
of Revenue website. Members seeking exemption from deduction of income tax or are eligible
for deduction at a reduced rate are requested to submit a valid tax certificate or necessary
documentary evidence, as the case may be.

The shareholders who have joint shareholdings held by Filers and Non-Filers shall be dealt with
separately and in such particular situation, each account holder is to be treated as either a Filer
or a Non-Filer and tax will be deducted according to his shareholding. If the share is not
ascertainable then each account holder will be assumed to hold equal proportion of shares and
the deduction will be made accordingly. Therefore, in order to avoid deduction of tax at a higher
rate, the joint account holders are requested to provide the details of their shareholding to the
Share Registrar of the Company latest by the AGM date.

Shareholders are requested to notify change of their addresses, if any immediately.

Statement under Section 134(3) of the Companies Act, 2017

Amendment in the Articles of Association

The remuneration being paid to directors for attending meetings of the Board or Committees of the Board
needs revision in view of overall inflation. The aforesaid amendment has been approved by the Board of
Directors in their meeting held on September 25, 2018.

Comparative analysis of the proposed amended with the existing clause is noted below:

A copy of the amended Articles of Association is available with the Company Secretary for inspection by

Proposed Amended clause

Existing clause

Remuneration and other benefits payable to
directors, including but not limited to, fees for
attending Board Meetings or Committee of
Directors, or General, or Extra-ordinary General
Meetings, shall, from time to time, be determined
by the Directors themselves. The Directors may
also be entitled to all such reasonable expenses
as they may incur in attending and returning
from meetings of Directors, or Committee of
Directors, or General, or Extra-ordinary General
Meetings, or which they may actually incur in
or about the business of the Company.

Remuneration payable to directors for attending
Board Meeting shall not exceed Rs. 500 and
a director who performs extra services or a full
time Director shall receive such remuneration
(whether by way of salary and partly in another)
as the member may fix, subject to the Federal
Government, Finance Division Notification SRO
No 572(1)/82 dated June 16, 1982 or any
modification in that behalf for the time being in
force. The director may also pay to any Director
all such reasonable expenses as he may incur
in attending and returning from meeting of
Directors or Committee of Directors or which
he may other incur in or about business of the
company.

the members.

The Directors are interested in the resolution to the extent of fee to which they are entitled and the proposed

alterations are in line with the applicable provisions of the law and regulatory framework.




Pak-Gulf Leasing CHAIRMAN’S REVIEW REPORT
Company Limited TO THE SHAREHOLDERS

Dear Shareholders,

| am pleased to present to you a review of the overall performance of the Board of the Company and
effectiveness of the role played by it in achieving the Company‘s objectives for the year ended June
30, 2018.

The Company has implemented a strong governance framework that supports effective and prudent
management of business, which is regarded as instrumental in achieving the Company’s success
according to its vision.

Your Company is committed to follow the best business practices and religiously adheres to the
regulatory framework and all applicable rules and regulations and the Board acknowledges its
responsibility towards Corporate & Financial Reporting Framework. Every member of the Board makes
an all-out effort to attend the Board meetings and to actively participate in these proceedings, wherein
in depth and detailed discussions are held on various important issues. The Board ensures that the
Company adopts and follows the best practices of corporate governance in all areas of its operations,
as well as having a robust internal control system in place. The Board closely monitors the financing
transactions being undertaken by the Company. Compliance with the internal policies developed in
accordance with regulatory requirements is one area on which the Board remains focused throughout
the year. An annual assessment of the performance of the Board is carried out to determine its
effectiveness. The integral components of Board's performance evaluation include: vision, mission,
strategy, skills, knowledge, governance trends, financial overview, risk management, protection of
shareholders’ right, transparency, board committees, value addition, operational environment,
competitive position, employee development and strategic planning. On the basis of Board’s performance
evaluation the Directors feel that the Board has productively engaged itself in the key strategic matters,
has implemented effective controls and risk management procedures and is compliant with all the
regulatory reporting requirements.

Chairman

September 25, 2018
Karachi
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Pak-Gulf Leasing DIRECTORS’ REPORT
Company Limited TO THE SHAREHOLDERS

Dear Shareholders,

Your directors are pleased to present the 25" Annual Report of Pak-Gulf Leasing Company Limited
(PGL), including financial statements and the Auditors’ Report, for the year ended June 30, 2018.

OPERATIONAL OVERVIEW

Keeping in view the restrictive operational environment, under which your Company was required to
perform, the growth in PGL's business during the financial year under review appears to be fairly
impressive.

During the year under review, in line with your Company’s well tested policy of the past, the Company
undertook, repeat business with some of PGL's most consistently performing and well established
lessees, adding at the same time fresh client relationships with good market standing. Wherever the
quantum of exposure to a lessee necessitated mitigation of risk, additional collateral securities were
obtained from the lessees, other than the leased assets. This approach to beef up the security for
assets based financing is unique to your Company as most leasing companies in the market restrict
the security for leasing finance only to the relative assets being leased.

As far as new business relationships are concerned, the same were considered by PGL, by taking
into account the related financials of the prospective lessee, its market reputation and historical track
record, in addition to other risk evaluation factors justifying the viability of the financing proposition
offered to the Company. All approvals are subject to an independent survey and valuation of the assets
to be leased.

It has been a cornerstone of PGL’'s fund management policy to rely for a greater part on internally
generated financial resource for funding the Company’s business. Consequently, your Company lays
great emphasis on timely and regular repayments from the lessees under all leasing commitments.
It is a matter of pride to state that your Company for the past couple of years has been reporting an
extraordinary Recovery Rate. For the year under review this Rate was 95%.

The exceptionally high growth in business, during FY-2017-18, despite the outstanding performance
with respect to lease rental payments, required your Company to finance its increased business
through Short Term Borrowings from commercial banks, and fresh investment from the Sponsors of
PGL in the Company’s Col Scheme. The Sponsors of your Company need to be thanked, for their
contribution in hour of need to meet the Company’s funding requirements and for the trust and
confidence reposed by them in the management of your Company’s affairs.

ANALYSIS OF PGL's OPERATIONAL AND FINANCIAL PERFORMANCE IN FY-2017-18
Leases Written and Disbursed

132 new leases and 2 diminishing musharaka contracts of Rs. 1,040.15 million were written, during
FY-2017-18, as compared to 104 number of leases of Rs. 810.13 million written in the FY-2016-17
while lease disbursement amount during FY-2017-18 was Rs. 786.25 million as compared to Rs.
664.92 million for FY-2016-17. The growth in Leases written and amount disbursed by your Company,
over the past 6 years, is illustrated in the following Chart:
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Categories of Investment in Lease

The Company as per its past practices and in order to cater for unexpected ups and downs in various
business has kept the assets-wise distribution of its Company’s Investment in Leasing, during FY-2017-
18 well diversified. Major factors of assets diversification policy of PGL have been the tax advantages
available to PGL with respect to the assets being leased; and the security associated with the relative
forced sale values of those assets and marketability thereof, in the unlikely event of any foreclosure. The
Chart below gives a visual picture of the breakdown of PGL's Assets-wise Investment in Leasing, during
FY-2017-18:

Main catergories of Invesment In Lease 1 e

___ —

3 Vehicle 17.80% mMachinery & Equipment 76.61% 3 Others 5.59%
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Sector-wise Composition of the Lease Portfolio

As per risk management policy, rationally justifiable criteria for efficient and prudent risk management were
adopted in FY 2017-18, in extending your Company’s exposure to varying secure sectors of business and
industry, taking into consideration the behavior of individual sectors within the domestic economy. A Chart
illustrating, in graphical details, the manner in which the Sector-wise composition of PGL's Lease Portfolio
has evolved, is as under:

=1 Energy, oil and gas 14.65%

M Steel, engineering and auto 4.77%
[ Electrical goods 9.55%

[E1 Transport and communication 3.70%
Il Chemical, fertilizer and Pharmaceuticals 1.86%
] Textile 0.62%

Il Foods, tobacco and beverage 3.36%
(=] Hotels 2.77%

- Construction 21.63%

21 Health care 8.42%

[ Advertisement 3.40%

Il Services 9.09%

B Packaging 0.24%

B3 Education 5.81%
Sector-wise lease portion as on June 30, 2018 IS Media & Entertainment 2,315

3 others 7.81%

Financial Achievements

The Balance Sheet footings, which stood at Rs. 2,151.26 million as on June 30, 2017 have further increased
to Rs. 2,548.82 million as at June 30, 2018. This year-on-year increase of 18.48%, in the total assets of
your Company, signifies a remarkable improvement, when compared with the performance of the few
remaining profitable leasing companies, presently operating in Pakistan. The Balance Sheet growth of
PGL is illustrated in the following Chart:

Balance Sheet Growth (Rs. in Million)
2,549
3,000 2,151
2,500 1,851
1,500

2,000— 1,209
1,500 — 9o
1,000—

500 _

T 1 1 1 1 i 1
2013 2014 2015 2016 2017 2018

Gross Investment in Leases stood at Rs. 2,535.62 million as on June 30, 2018 (FY-2016-17: Rs. 2,062
million), representing a year-on-year increase of 22.97% (FY-2016-17: 20.57%). Net Investment in Leases,
after deduction of Unearned Income (Rs. 284.29 million), Mark-up held in Suspense (Rs. 1.42 million) and
a Provision for Potential Lease Losses (Rs. 1.32 million), amounted to Rs. 2,248.6 million at the end of
FY-2017-18, showing an increase of 24.25% over the previous year’s corresponding figure of Rs. 1,809.76
million as at June 30, 2017. The Net Investment in Leases of the Company during the last six (6) years
is illustrated in the Chart following:

10



Pak-Gulf Leasing DIRECTORS’ REPORT

Company Limited TO THE SHAREHOLDERS
Net Investment in Leases (Rs. in Million)
2,500
2.249
2,000
1,810
1,539
1,500
1,290
1,053
1,000
793
: _:I I
) 2013 I2014 I2015 I 2016I 2017 I 2018

Profitability Performance

It is noted with satisfaction that your Company has been consistent in its profitability performance,
specifically with respect to its After-tax Profit which, for the Financial Year 2017-18, has been recorded
at Rs. 69.37 million, as compared to Rs. 47.08 million, recorded during FY-2016-17.

EPS for FY-2017-18, due to the increase in profit after tax for the year, has risen to Rs. 2.73, as
compared to Rs. 1.86 for FY-2016-17.

Gross Revenue for the period under review (FY-2017-18), is 16.36% higher at Rs. 200.38 million, as
compared to Rs. 172.21 million, for the corresponding period in FY-2016-17.

Leases of Rs. 1,016.32 million were written during FY-2017-18 as compared to leases written in FY-
2016-17 at Rs. 810.13 million. The lease disbursement amount during FY-2017-18 at Rs. 767.19
million was also greater than the lease disbursement amount at Rs. 664.92 million during FY-2016-
17.

During the year an Islamic finance product of Diminishing Musharaka was also introduced by the Company
and Principal disbursement on account of Diminishing Musharaka contracts transacted during the year
stands at Rs. 19.06 million.

With reference to expenses incurred during the year there has been an inflation-based increase in operating
expenses, however despite the increase, the overall amount of expenses has decreased as compared
to the corresponding figures for the year ended June 30, 2017 mainly due to decrease in depreciation
charge for the period. Finance cost for the current year has also risen due to increased utilization of
available finance facilities.

The Equity of your Company as per NBFC Regulations as at June 30, 2018 amounted to Rs. 632.105
million which is Rs. 132.105 million in excess of the minimum equity requirement of Rs. 500 million.

11
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Comparative Analysis of Profitability Performance 2018 | 2017 Change
For the year ended 30th June %
(Rupees in Million)[ 4 o )
Income 200.38 [ 172.21 | +16.36
Administrative Expenses 72.58 | 76.48 -5.10
Financial Charges 47.68 | 30.12 | +58.30
Profit before Taxation 80.60 | 65.50 | + 23.05
Provision for Taxation (including Deferred Tax) 11.23 | 18.43 - 39.03
Profit after Taxation 69.37 | 47.08 +47.35
Un-appropriated Profit Brought Forward 246.11 | 219.05 | +12.35
Transferred from Surplus on Revaluation to Un-appropriated Profit - 2.09 | (-) 100.0
Profit Available for Appropriation 315.48 | 268.21 | +17.62
Appropriations
Transfer to Statutory Reserve 13.87 9.42 +32.14
Dividend 19.03 | 12.68 +50.00
Total Appropriations 3290 22.10 +48.87
Un-appropriated Profit Carried Forward 282.58 | 246.11 | +14.82
Earnings Per Share (In Rupees) 2.73 1.86 +47.12

Dividend / Post Balance Sheet Date Event

Your Directors are pleased to recommend a Cash Dividend of 12.5% to be declared for the Financial
Year ended June 30, 2018. The financial statements do not reflect this proposed dividend.

ECONOMIC SCENARIO

Maintaining its upward trajectory, the real GDP growth during the year was a 13-year high at 5.8
percent in a benign inflationary environment. However, deterioration in external balances and high
fiscal deficit remained a major concern.

Agriculture, industrial and service sectors remained vibrant. Agriculture sector on the basis of improved
cotton crop and record sugarcane production is expected to comfortably surpass its growth target for
FY18. Industrial sector, reflecting a robust domestic demand, is set to achieve a 10- year high growth.
The services sector is estimated to maintain almost its last year growth based on spillover impact of
healthy performance by commodity producing sector. In the same encouraging vain, inflation remained
within manageable and bearable levels, largely owing to decline in its food component.

The external sector developments had an impact on inflation. The pass through of rising global oil
prices to domestic fuel prices pushed up the energy component of inflation, as the government passed
on its impact to consumers. Similarly, the impact of PKR depreciation started to translate into costly
imports and shoring up of inflationary expectations. In short, ensuring the continuity of expansion in
economic activities and low inflation would depend on containing of current account and fiscal deficits.
As these vulnerabilities are posing challenges to Pakistan’s current growth cycle, implementation of
both short-term and medium term policies would be crucial in this regard. In short-term, concerted
efforts could be made to rationalize fiscal expenditures given the tax relief measures approved in
budget FY19. In the medium term, reforms would be needed to expand tax base besides enhancing
efficiency of the existing system. Simultaneously, there is a need to arrange external financing in the
short term. Also, more policy measures are required to contain the widening trade deficit. For this purpose,
it is also crucial to resolve structural issues affecting exports competiveness.

Leasing Companies which had once fueled the demands of the consumer and the industrial sectors, as

members of the quasi-banking sector in the form of NBFIs, in recent years have been left high and dry,

with respect to liquidity, by the rising capital adequacy requirements, enforced by the regulators, the

unwillingness of commercial banks to lend a helping hand by providing credit at acceptable terms and

the escalating cost of doing business. These factors have hit hard the lease finance servicing capability
12



Pak-Gulf Leasing DIRECTORS’ REPORT
Company Limited TO THE SHAREHOLDERS

of their customers, rendering the very viability of the leasing companies as doubtful. A good majority of
the smaller leasing companies have either opted for mergers with stronger financial institutions, or have
taken the path of closing down their doors to customers by choosing voluntary liquidation. Currently there
are only a few leasing companies operating in Pakistan which are also finding it hard to survive due to
competition from the banks and tax disadvantages in the form of imposition of Alternate Corporate Tax
(ACT) on accounting income by Federal Government and sales tax chargeable at the rate of 13% against
average IRR of 10% on ljarah Income by the Sindh Government.

PGL would need to closely watch and constantly monitor the emerging position of the economy for your
Company to withstand the pressures caused by the situation taking an adverse turn. Caution has been
the hall mark of PGL, throughout its operations, over the years. The Company might need to exercise this
attribute to a maximum extent in the period to come.

FUTURE PROSPECTS

Assets-backed financing, particularly Leasing, relies heavily on the ability of the borrowers’/lessees’ cash
flow generation capacity to ensure prompt and punctual servicing of their respective liabilities. None of
the financial institutions is in the business, either of initiating foreclosures, or managing the businesses
of its defaulting borrowers.

A sound economic environment is a must for any business to prosper and progress. The Company has
a cautiously optimistic outlook with respect to the coming year, based on the positive trends on the
economic front and increased political stability. All businesses must have the ability to enjoy adequate
profit margins, leaving them with enough room, in terms of liquidity needed to promptly and punctually
honor their repayment commitments, towards their lenders or financiers. For the present at least, the
capacity of businesses to service their debts is impaired by diminishing profit margins, resulting from an
escalating cost of inputs and direct or indirect taxation.

Lack of support from commercial banks in advancing credit to the Private Sector is further eroding the
propensity of businesses for undertaking much needed initiatives for improving their efficiency and output.
This scenario is leading more and more entrepreneurs to seek financial support through leasing transactions,
which are relatively expensive to afford, but do carry the advantage of some tax benefits for the lessees.

Leasing companies are now faced with the situation of an increase, in terms both in the number of
prospective lessees, as well as the quantum of their financial demands. At the same time, these companies
are finding the commercial banks increasingly shy in supporting them with the required amount of liquidity
for funding the quantitative rise in demand for leasing finance.

Moreover, using the increasing rate of return on their substantial investment in Government Securities,
as the benchmark, the Spread being demanded by commercial banks for lending to leasing companies,
has always been on a much higher side. To make matter worse, the lending banks are also looking for
collateral securities, before undertaking any credit commitment for the Leasing Sector. Leasing companies
are, therefore, faced with the dilemma of having to raise funds on tougher terms and at higher interest
rates for financing the requirements of their lessees at rates, which might make it difficult for such lessees
to afford.

To further compound the problems for the Leasing Companies, commercial banks (particularly, Islamic
Banks or Islamic Banking Divisions of commercial banks) have become exceedingly active in offering the
Islamic equivalent mode of leasing namely, ljarah to the public. With their low cost of funds, such banks
can write leases at rates, which are hard to match by the leasing companies. The situation is compounded
by Modarabas, which enjoy an almost Tax Free Status, also serving as tough competitors to the leasing
companies.

Taxation

The Federal Board of Revenue (FBR), despite a number of representations made by your Company, even
at the level of the Finance Minister, has remained oblivious to the predicaments of the Leasing Sector,
as a whole, with respect particularly to privately-owned leasing companies. Leasing is all about Tax
Management. In the absence of an enabling and conducive taxation regime, it is almost impossible for a
leasing company to maintain its profitability profile.

Two adverse tax measures have been undertaken by the FBR from the standpoint of leasing companies.
To begin with Initial Depreciation Allowance admissible for a first time use of assets in Pakistan has been
13
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halved to 25% from the originally available rate of 50%. This has, in one sharp blow, curtailed the ability
of leasing companies to enjoy temporary Tax Losses arising from Depreciation on leased assets, thereby
reducing their appetite for financing larger amounts of Plant & Equipment.

The second discouraging step taken under The Federal Finance Act 2014 was the introduction of an
Alternate Corporate Tax (ACT) at 17%, which has been retrospectively applied on Accounting Income,
starting from current Tax Year 2014. This has increased the tax burden on leasing companies, as compared
to other financial institutions engaged in a similar business activity, such as banks and modarabas. Your
Company has filed a Constitutional Petition in Sindh High Court against the imposition of ACT, and the
Honorable Court has granted an injunction against application of ACT on PGL. It is hoped, that PGL would
be exempted from a levying of this Tax, as a result of the Company’s Petition.

The corporate tax rate currently at the rate of 30% has been approved to be reduced to 25% by FY 2022-
23 in the Finance Bill 2019. However further to this some preferential Tax Reforms are also needed for
the Leasing Sector per se, to reduce the incidence of Taxation for making Leasing Companies as viable
as Banks and Modarabas.

Further, the Assistant Commissioner of the Sindh Revenue Board vide Order 551 of 2016 dated 15 June
2016 under certain provisions of the Sindh Sales Tax Act, 2011 and Sindh Sales Tax Rules, 2011 has
charged Sales Tax on gross amount of ljarah Rental declared by PGL, in accordance with the requirements
of IFAS 2 ljarah, in its audited financial statements for Tax Year 2015, Tax Year 2014 and Tax Year 2013
as Income from ljarah operations. The Company had filed an appeal against the Order under Section 57
of the Sindh Sales Tax on Services Act, 2011 before the Commissioner (Appeals) of the SRB, however
Commissioner (Appeals) has not allowed the appeal and instead vide Order-in-Appeal No. 20 of 2017
dated March 01, 2017 has upheld the Order-in-original. The Company has further filed an appeal against
the Order(s) under Section 61 of the Sindh Sales Tax on Services Act, 2011 before the Appellate Tribunal
of the SRB which is currently in process. As demand created by the SRB is unrealistic and much more
than the profit earned by PGL on ljarah operations therefore the Board of Directors in their meeting held
on 20 April 2015 has decided not to further engage in ljarah financing. If this state of affairs persists sooner
or later, banks and other NBFIs would also disengage from ljarah financing and this would be a serious
setback for the Islamic finance.

CORPORATE GOVERNANCE

Your Company is complying with the requirements of "The Listed Companies (Code of Corporate
Governance) Regulations, 2017" (the 'Code’) as and when applicable in both letter and spirit. The
Review Report of the External Auditors to the Members, represented by the Statements in Compliance
with the Best Practices of the Code of Corporate Governance, is appended to this Report

Board of Directors

The Board of your Company comprises of the following appointed at the Extra-Ordinary General
Meeting held on April 20, 2016 for the next tenure of three (3) years.

S.No. | Name of Member

Mr. Sohail Inam Ellahi

Brigadier (R) Naveed Nasar Khan
Mr. Shaheed H Gaylani

Mr. Fawad S. Mailk

Mr. Pervez Inam

Mr. Rizwan Humayun

Mr. Ismail H. Ahmed

Lt. Col (R) Saleem Ahmed Zafar

X |IN|O|O D |WIN|F-

All the eight (8) directors currently on Board are male and the Board comprises of three (3) independent,
one (1) executive and four (4) non-executive directors. In addition to them, the Chief
Executive Officer is also a deemed director in accordance with the Companies Act, 2017.

Till June 30, 2018 six (6) directors have acquired the required certificate of Directors Training course while
two (2) are exempt from this requirement. Further, the domestic and international business environment
and regulatory changes were discussed in the BOD meetings held during the year.
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Human Resource and Remuneration Committee (HR & RC)

Keeping in view the requirements of the Listed Comapanies (Code of Corporate Governance) Regulations
2017, the Human Resource and Remuneration Committee of the Board of Directors of your Company has
been constituted which comprises of the members as shown below:

S.No. Name of Member Designation
1. Brigadier (R) Naveed Nasar Khan* Chairman

2. Mr. Pervez Inam** Vice Chairman
3. Mr. Sohail Inam Ellahi Member

4, Mr. Saleem Ahmed Zafar Member

* Designation changed from Vice-Chairman to Chairman on February 26, 2018
** Designation changed from Chairman to Vice-Chairman on February 26, 2018

Audit Committee

The Board of Directors, in compliance with the Listed Companies (Code of Corporate Governance)
Regulations, 2017, has established an Audit Committee consisting of the following directors. During the
year under review four (4) meetings of the Audit Committee were held the meeting wise attendance details
of which are given below:

S.No. Name of Member Designation No. of Meetings Attended
1. Mr. Ismail H. Ahmed* Chairman 4
2. Mr. Rizwan Humayun** Vice Chairman 4
3. Brigadier (R) Naveed Nasar Khan Member 4
4. Mr. Shaheed H Gaylani Member 4
5. Mr. Pervez Inam Member 2
6. Ms. Farah Farooq Secretary 4

* Designation changed from Vice-Chairman to Chairman on September 18, 2017
** Designation changed from Chairman to Vice-Chairman on September 18, 2017

Directors’ Remuneration

The Company has a policy in place that ensures formal and transparent procedures for fixing the
remuneration of Directors and the remuneration payable to Directors for attending Board meetings is duly
fixed and approved by the Board.

Corporate Social Responsibility

As a corporate social responsibility, we encourage graduates / under-graduates to avail paid internships
with us so as to enrich thier knowledge of the financial sector.

Credit Rating

It should be a matter of great satisfaction for the Company’s Shareholders to note, that JCR-VIS, following
a detailed analysis and evaluation of your Company’s performance, on January 30, 2018, re-affirmed the
Company'’s Entity Rating; Medium to Long-term Rating at A-, and the Short-term Rating at A-2. The
Outlook for the Company has been marked as Stable.

Auditors

For the FY-2017-18 Messers BDO Ebrahim & Co., Chartered Accountants were re-appointed as statutory
auditors after audit of FY-2016-17. The auditors have retired, and being eligible, have offered themselves
for re-appointment for the next financial year FY 2018-19. As recommended by the Audit Committee, the
Board has approved the proposal to appoint M/S BDO Ebrahim & Co., Chartered Accountants as the
statutory auditors of the Company for FY 2018-19, subject to the approval of the shareholders in the
forthcoming Annual General Meeting of the Company.
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Acknowledgements

The Board would like to place on record its appreciation for the management team of your Company and
each and every member of its staff for their hard work and dedication, which has been reflected in a
consistently maintained and highly satisfactory performance of your Company, in the challenging economic
environment. We, the Members of the Board, as representatives of the Shareholders of the Company,
assure the management and staff of the Company of our continued support and commitment towards
strengthening the Company and leading it to maintain its growth and performance. We are confident, that
the management and the staff will continue to serve the customers of the Company with the same zeal,
as demonstrated by them in all the previous years, enabling your Company to further improve its reputation
in the financial services sector of Pakistan.

The Board of Directors also wishes to place, on record, the appreciation of external auditors for the high
standards of professionalism, integrity.

The Board also acknowledges the cooperation and guidance extended to the Company by the Securities
and Exchange Commission of Pakistan (SECP), the State Bank of Pakistan and other regulatory authorities.
Their role is critical in developing the Financial Services Sector and we hope that their actions will continue
to strengthen this sector. The Board would also like to praise the NBFI's & Modaraba Association of
Pakistan for its assistance and support in professionally safe-guarding your Company’s interest.

At the end, we would like to thank our valued Shareholders, Customers, Bankers, Investors and other
Stakeholders for their valuable support during the year. We look forward to reinforcing and building this
relationship further in the years to come.

Statements in Compliance with the Code of Corporate Governance

The Board of Directors has reviewed the Code of Corporate Governance and confirms the correctness
of the following statements to the best of their knowledge and belief:

. Financial statements prepared by the management of the Pak-Gulf Leasing Company Limited,
present fairly its state of affairs, the result of its operations, cash flows and changes in equity.

. Proper books of account of the Company have been maintained.

. Appropriate accounting policies have been consistently applied in preparation of the financial
statements and the accounting estimates presented in the report are based on reasonable and
prudent judgment.

. International Financial Reporting Standards, as applicable in Pakistan, have been followed in

preparation of financial statements and any departures there from has been adequately disclosed
and explained.

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

. There is no significant doubt upon the Company's ability to continue as a going concern.

. There was no trade in shares of the Company, carried out by its directors, CEO, COO, CFO,

Company Secretary, Head of Internal Audit and their spouses and minor children.

. There has been no material departure from best practices of corporate governance, as detailed
in the listing regulations.

Pattern of Shareholding

Pattern of Shareholdings, as required by the Code of Corporate Governance, as at June 30, 2018, is
appended at the end of this Report.

Significant deviations from the last year, in the operating results, have been highlighted at the beginning
of this Report, along with reasons thereof.
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Key Operating and Financial Data for the last six (6) years 2013 — 2018

Vear ended 30th June 2018 2017 2016 2015 2014 2013
Operational Results: | = ceeecccecceacccaeeeaeaaas Rupees -------cemmcemmmcanncann.
Revenues 200,380,195 172,211,411 151,671,360 120,800,853 94,648,511 77,029,731
Lease Revenue 178,154,663 153,030,380 142,475,688 117,152,534 89,270,252 70,897,873
Profit before Taxation 80,602,379 65,501,467 51,186,129 54,260,991 47,678,901 46,699,898
Profit after Taxation 69,368,392 47,076,209 40,714,397 50,284,982 29,220,611 27,280,001
Finance Cost 47,682,251 30,121,776 28,093,726 20,306,096 8,372,942 5,479,981
Provision for Potential Lease Losses (442,820) - - (52,620) 1,420,902 (6,883,301)
Dividend/(proposed) % 12.5% 7.5% 5% -

Statement of Financial Positon:

Shareholders Equity 632,104,936 581,720,337 545,305,956 505,500,727 452,496,423 420,278,122
Surplus on Revaluation of Assets 90,504,204 89,229,496 79,356,037 41,949,605 42,326,603 44,554,319
Reserves 382,833,609 329,676,712 293,197,975 249,535,302 196,919,786 165,471,459
Working Capital 10,454,214 (102,605,219) 9,289,967 31,071,397 83,786,321 172,425,843
Non-current Liabilities 986,792,933 755,442,822 657,223,195 486,656,368 334,515,596 287,278,921
Long-term Loans 20,833,331 37,499,999

Investments 62,555,748 66,467,011 43,458,506 28,206,036 23,935,647 5,273,569
Financial Ratios:

Income / Expense Ratio 1.66 1.61 151 1.82 2.08 2.07
Earning per Share (in Rs) 2.73 1.86 1.60 1.98 1.15 1.08
Debt / Equity Ratio 0.31 0.06 NIL NIL NIL NIL
Current Ratio 1.01 0.86 1.02 1.07 1.22 2.09

Board Mettings
Four (04) Board Meetings were held during the year under review. Details of attendance are as follows:

S. No. Name of Director No. of Meetings Attended

Mr. Sohail Inam Ellahi

Brigadier Naveed Nasar Khan (Retd)
Mr. Shaheed H Gaylani

Mr. Fawad Salim Malik

Mr. Pervez Inam

Mr. Rizwan Humayun

Lt. Col. Saleem Ahmed Zafar (Retd)
Mr. Ismail H. Ahmed

Mr. Mahfuz-ur-Rehman Pasha

O[N] | ]|wINIE
san|x|v]ola]s|w

Statutory Payment of Rs. 2,563,290 on account of taxes, duties, levies and/or charges was outstanding
against the Company as on June 30, 2018.

Value of investments of the Staff Provident Fund stood at Rs. 4,915,755 as at June 30, 2018. This
represents funds placed with a rated commercial bank and investment in the registered units of the National
Investment Trust.

Chairman Chief Executive Officer

September 25, 2018
Karachi
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STATEMENT OF COMPLIANCE WITH LISTED
COMPANIES (CODE OF CORPORATE
GOVERNANCE) REGULATIONS, 2017

FOR THE YEAR ENDED JUNE 30, 2018

The Company has complied with the requirements of the Regulations in the following manner:
1. The total number of directors are nine (9) as per the following:

a. Male: Nine (9)
b. Female:Nil (0)

Election of Directors were held on April 20, 2016,therefore the requirement of having female director,
as notified in the Listed Companies (Code of Corporate Governance) Regulations, 2017 which was
promulgated on November 22, 2017, will be complied with upon reconstitution of Board of Directors.

2. The composition of the Board of Directors (the Board) is as follows:
Category Names
Independent Directors Brig. Naveed Nasar Khan (Retd)

Mr. Rizwan Humayun

Mr. Ismail H. Ahmed

Other Non-Executive Directors Mr. Sohail Inam Ellahi

Mr. Fawad Salim Malik

Mr. Pervez Inam

Mr. Shaheed H. Gaylani

Executive Director Lt. Col. Saleem Ahmed Zafar (Retd)
Mr. Mahfuz-ur-Rehman Pasha

3. The directors have confirmed that none of them is serving as a director on more than five
listed companies, including this Company.

4, The company has prepared a Code of Conduct and has ensured that appropriate steps have
been taken to disseminate it throughout the Company along with its supporting policies and
procedures.

5. The Board has developed a vision/mission statement, overall corporate strategy and significant

policies of the Company. A complete record of particulars of significant policies along with
the dates on which they were approved or amended has been maintained.

6. All the powers of the Board have been duly exercised and decisions on relevant matters
have been taken by the Board/ shareholders as empowered by the relevant provisions of the
Act and these Regulations.

7. The meetings of the Board were presided over by the Chairman and, in his absence, by a director
elected by the Board for this purpose. The Board has complied with the requirements of Act and
the Regulations with respect to frequency, recording and circulating minutes of meeting of the
Board.

8. The Board of directors have a formal policy and transparent procedures for remuneration of
directors in accordance with the Act and these Regulations.

9. Till June 30, 2018, following six (6) directors of the Company have acquired the required certificate
of Directors Training Program while two (2) are exempt from this requirement:

Directors

i Mahfuz-ur-Rahman Pasha

ii. Pervez Inam

iii. RizwanHumayun

iv. Saleem Ahmed Zafar
V. Ismail H. Ahmed

Vi. Fawad Salim Malik
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Pak-Gulf Leasing STATEMENT OF COMPLIANCE WITH LISTED
Company Limited COMPANIES (CODE OF CORPORATE

= GOVERNANCE) REGULATIONS, 2017
FOR THE YEAR ENDED JUNE 30, 2018

10. The Board has approved appointment of CFO, Company Secretary and Head of Internal
Audit, including their remuneration and terms and conditions of employment and complied
with relevant requirements of the Regulations. However, the position of CFO and Company
Secretary are being held by the same person.

11. CFO and CEO duly endorsed the financial statements before approval of the Board.

12. The Board has formed committees comprising of members given below:

a) Audit Committee
Mr. Ismail H Ahmed Chairman
Mr. Rizwan Humayun Vice Chairman
Mr. Pervez Inam Member
Brig. Naveed Nasar Khan (Retd) Member
Mr. Shaheed H. Gaylani Member
b) HR and Remuneration Committee
Brig. Naveed Nasar Khan (Retd) Chairman
Mr. Pervez Inam Vice Chairman
Mr. Sohail Inam Ellahi Member
Lt. Col Saleem Ahmed Zafar (Retd) Member

13. The terms of reference of the aforesaid committees have been formed, documented and
advised to the committee for compliance.

14. The frequency of meetings of the committee were as per following:

a) Audit Committee:(four quarterly meetings)
b) HR and Remuneration Committee: (one yearly meeting)

15. The Board has set up an effective internal audit function comprising of people who are
considered suitably qualified and experienced for the purpose and are conversant with the
policies and procedures of the Company.

16. The statutory auditors of the Company have confirmed that they have been given a satisfactory
rating under the quality control review program of the ICAP and registered with Audit Oversight
Board of Pakistan, that they or any of the partners of the firm, their spouses and minor
children do not hold shares of the company and that the firm and all its partners are in
compliance with International Federation of Accountants (IFAC) guidelines on code of ethics
as adopted by the ICAP.

17. The statutory auditors or the persons associated with them have not been appointed to
provide other services except in accordance with the Act, these regulations or any other
regulatory requirement and the auditors have confirmed that they have observed IFAC
guidelines in this regard.

18. We confirm that all other requirements of the Regulations have been complied with.

CHIEF EXECUTIVE OFFICER DIRECTOR

September 25, 2018

Karachi
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Tel: +92 21 3568 3030 2nd Floor, Block-C
Fax: +92 71 3568 4239 Lakson Square, Building No.1
www.bdo,com.pk Sarwar Shaheed Road
F o r————— il Karachi-74200 .
Pakistan

INDEPENDENT AUDITOR’S REVIEW REPORT TO THE MEMBERS OF PAK-GULF LEASING COMPANY
LIMITED ON THE STATEMENT OF COMPLIANCE CONTAINED IN LISTED COMPANIES (CODE OF
CORPORATE GOVERNANCE) REGULATIONS, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of
Pak-Gulf Leasing Company Limited for the year ended June 30, 2018 in accordance with the
requirements of regulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Company. Our responsibility is to review whether the Statement of Compliance reflects the status
of the Company’s compliance with the provisions of the Regulations and report if it does not and to
highlight any non-compliance with the requirements of the Regulations. A review is limited
primarily to inquiries of the Company’s personnel and review of various documents prepared by the
Company to comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board of Directors’ statement on internal
control covers all risks and controls or to form an opinion on the effectiveness of such internal
controls, the Company's corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and “upon
recommendation of the Audit Committee, place before the Board of Directors for their review and
approval, its related party transactions and also ensure compliance with the requirements of
section 208 of the Companies Act, 2017. We are only required and have ensured compliance of this
requirement to the extent of the approval of the related party transactions by the Board of
Directors upon recommendation of the Audit Committee. We have not carried out procedures to
assess and determine the Company’s process for identification of related parties and that whether
the related party transactions were undertaken at arm's length price or not.

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 Company's compliance, in all material
respects, with the requirements contained in the Regulations as applicable to the Company for the
year ended June 30, 2018.

Further, we highlight below instance of non-compliance with the requirements of the Regulations
as reflected in the paragraph reference where this is stated in the Statement of Compliance:

Paragraph

S. No | Reference | Description

1 10 The position of Chief Financial Officer and Company Secretary are being
held by same person. R
i W E——_
DATED: SEPTEMBER 25, 2018 : CHARTERED ACCOUNTANTS

A Engagement Partner: Zulfikar Ali Causer

BDO Ebrahim & Co. Chartered Accountants
E00 Ebrabim & Co., a Pakistan registered partnership firm, Is a member of BOO International Limited, a UK company limited by guarantee,
and forms part of the international BDO network of independent member firms.
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Shariah Advisor’s Report
paa i, Al ey

Pak Gulf Leasing Company Limited (PGL) established an Islamic Finance Division
on 1st March 2013. PGL, in consultation with the undersigned, developed and
executed ljarah and Diminishing Musharakah products.

The year under review was the sixth year of Islamic financing at Pak Gulf Leasing
Company Limited. In this year, PGL executed some transactions of Diminishing
Musharakah with its valuable clients. | confirm that the Diminishing Musharakah
transactions, executed by PGL, are Shariah-compliant and the Legal Agreement(s)
have been executed on the formats as approved by the Shariah Advisor and all the
related conditions have been met.

Alhamdulillah, PGL is still working sincerely on the development and refinement
of its Islamic product to make it more attractive to the interested clients. May Allah
make us successful in this regard and accept our efforts.

In addition to this, | would like to take this opportunity to offer praise to Almighty
Allah and seek His Guidance and Blessings and to express my best wishes for further
progress, development and prosperity of Pak Gulf Leasing Company Limited (PGL)
and Islamic Finance.

Mufti lbrahim Essa
Shariah Advisor
Pak Gulf Leasing Company Limited
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Tel: +97 21 3568 3030 2nd Floor, Block-C
Fax: +92 21 3568 4239 Lakson Square, Building No.1
www.bdo.com.pk Sarwar Shaheed Road

AmmpE———— Karachi-74200

Pakistan

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF PAK-GULF LEASING COMPANY LIMITED
Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of PAK-GULF LEASING COMPANY LIMITED (the
Company), which comprise the statement of financial position as at June 30, 2018, and profit and loss
account, statement of comprehensive income, the statement of cash flows, the statement of changes
in equity for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies and other explanatory information, and we state that we have obtained
all the information and explanations which, to the best of our knowledge and belief, were necessary
for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, profit and loss account, statement of comprehensive income, the
statement of cash flows and the statement of changes in equity together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of the Company's affairs as at June 30, 2018 and of
the profit and other comprehensive loss, its cash flows and the changes in equity for the year then
ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan, Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report, We are independent of
the Company in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan
(the Code) and we have fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

Following are the Key audit matters:

How the matter was addressed in our

S. No | Key audit matters a0t

% Promulgation of Companies Act, 2017
Companies Act, 2017 (“the Act”) was | Our procedures included the following:
promulgated on May 30, 2017 which
introduced certain new requirements | We obtained an understanding of the
including certain changes in accounting | requirements regarding preparation and
and disclosures with respect to preparation | filing of financial statements applicable to
of financial statements by companies. the Company and assessed the design and
operation of its key controls over
preparation and filing of financial
statements.

BDQ Ebrahim & Co. Chartered Accountants .
BOO Ebrahim & Co.,  Palistan registered partnership firm, is a member af.ﬁDD International
and forms part of the international BOO netwiork of independent member firms.

Limited, a UK ¢ompany kimited by guarantee,
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S. No

Key audit matters

How the matter was addressed in our
audit

The third and fourth schedules to the
Companies Act, 2017 became applicable to
Company for the first time for the
preparation of these financial statements.
The Companies Act, 2017 (including its
third and fourth schedules) forms an
integral part of the statutory financial
reporting framework applicable to the
Company.

In view of the significant changes in
disclosures, we consider it as a key audit
matter,
Refer to to the financial
statements,

note 3.1

We reviewed minutes of meetings of Board
of Directors, Audit Committee and internal
audit reports for any recorded instances of
potential non-compliance and maintained a
high level of vigilance when carrying out
other audit procedures for indication of
non-compliance.

We reviewed the financial statements to
ensure that change in accounting policy
with respect to surplus on revaluation of
property, plant and equipment has been
properly applied and accounted for and
adequately disclosed in the financial
statements.

We reviewed financial statements to
ensure completeness and accuracy of
disclosures in the financial statements to
ensure compliance with reporting and
disclosure requirements of Companies Act,
2017,

Existence and valuation of Net Investment

in Finance Lease (NIFL)

As disclosed in note 12 to the financial
statements of the Company for the year
ended June 30, 2018, NIFL has a significant
impact on the financial statements that
represents 88% of the total assets of the
Company as at the year end.

As NIFL represents a significant element of
the financial statements, a discrepancy in
the valuation or existence of NIFL could
cause the financial statements to be
materially misstated which would also
impact the Company's reported
performance as the valuation of NIFL is the
main driver of the performance of the
Company.

In view of the significance of NIFL in
relation to the total assets and the
financial statements as a whole, we have
considered the existence and valuation of
NIFL as a key audit matter.

Our audit work included assessing and
testing the design and operations of key
controls over the recognition, valuation
and existence of NIFL.

We have performed detailed assessment of
the credit approval procedures of the
leases sanctioned in accordance with the
Mon-Banking Finance Companies and
MNotified Entities Regulations, 2008 (the
MBFC Regulations) and performed credit
review on sampled lessees  for
identification of subjective provisioning. In
addition, we have circularized
confirmations to sampled lessees and
checked repayment received from the
same.

BDO Ebrahim & Co. Chartered Accountants Page - 2

BOO Ebrahlm & Co., a Pakistan registered partnarship fiem, 15 a member of BOO Intemational L

and forms part of the international BDO netwierk of independent mernber firms.
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S. No | Key audit matters

How the matter was addressed in our
audit

We tested control over addition,
termination and periodic valuation of the
lease portfolio and performed other
substantive audit procedures on the year-
end balances of the portfolio including
review of the documentation required in
the lease files of the parties, verification
of the minimum lease payments and NIFL
as at the year-end by recalculation of the
balances through lease amortization
schedules on sample basis as per IAS-17
‘Leases’.

We assessed the Company's compliance
with the requirements of MNon-Banking
Finance Companies and Notified Entities
Regulations, 2008 (the Regulations) and
constitutive documents in relation to the
concentration of NIFL and exposure limits
prescribed in  the Regulations and
documents and the adequacy of disclosures
as may be applicable in situations of non-
compliance.

We also evaluated the adequacy of the
overall disclosures in the financial
statements in respect of NIFL in
accordance with the requirements of the
NBFC Regulations and whether the
Company's disclosures in relation to NIFL
are compliant with the relevant accounting
standards.

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the
information included in the annual report but does not include the financial statements and our

auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to

report in this regard.

BDO Ebrahim & Co, Chartered Accountants

BDO Ebrahim & Co., a Pakistan registered partrership firm, & o rmember of BD

0 Internatianal Limited, a UK company limited byt guarantes,
and foems part of the intemational B00 netvark of independent member firms.
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Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the
requirements of Companies Act, 2017(XIX of 2017) and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company's financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs as applicable in Pakistan will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures respansive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinfon. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report., However, future events or conditions
may cause the Company to cease to continue as a going concern.

BDO Ebrahim & Co. Chartered Accountants

800 Eheahim & Co., 3 Pakistan registered partriership firm, i a member of BDO Intemational Limited, a UK company |Imited by guarantee,
and lorms part of the internatsonal BBO network ol independent member firms,
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» Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with the board of directors, we determine those matters that were
of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor's report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits of such communication,

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Companies Act, 2017
(XIX of 2017);

b) the statement of financial position, profit and loss account, statement of comprehensive income,
the statement of cash flows and the statement of changes in equity together with the notes
thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and are in
agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company’s business; and

d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980), was
deducted by the Company and deposited in the Central Zakat Fund established under section 7 of
that Ordinance.

The engagement partner on the audit resulting in this independent auditor's report is Zulfikar Ali

Causer.
KARACHI !-/t\\ & \x&
paTeD: 2 5 SEP 2018 BDO EBRAHIM & CO.

e CHARTERED ACCOUNTANTS

BDO Ebrahim & Co. Chartered Accountants

DO Esrahim B Co., 4 Pakistan registered partnership firm, i a member of E0Q International Limited, a UK company limited by guarantes,
and farms part of the international BOD netvirk of independent mermber firms.
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Company Limited

ASSETS

Current assets

Cash and bank balances

Short term investments

Other receivables - net

ljarah rental receivables

Advance to employees

Accrued mark-up / return on investments

Prepayments

Current portion of net investment in
finance lease

Current portion of long-term investments

Current portion of diminishing musharaka
receivable

Taxation - net

Total current assets

Non-current assets

Net investment in finance lease

Long-term investments

Diminishing musharaka receivable

Long-term deposits

Investment property

Property, plant and equipment

Intangible assets

Total non-current assets

Total assets

LIABILITIES

Current liabilities

Trade and other payables

Unclaimed dividend

Accrued mark-up

Current portion of certificates of
investment

Short term borrowings

Current portion of long-term loan

Current portion of advance rental
against ljarah leasing

Current portion of long-term deposits

Total current liabilities

Non-current liabilities

Long-term deposits

Long-term loan

Certificates of investment

Advance rental against ljarah leasing

Deferred taxation - net

Total non-current liabilities

Total liabilities

NET ASSETS

Financed by:

Share capital

Capital Reserves
Statutory reserve
Reserve for issue of bonus shares
Surplus on revaluation of property, plant
and equipment - net of deferred tax
Surplus on revaluation of available for
sale investment

Revenue reserve
Unappropriated profit

Contingencies and commitments

Note

11

12
14

15
13

12
14
15
16
17
18
19

20
21
22.2
23
24
26
25

25
24
22.2
26
27

28

29
29

30
29

29

31

15,600,826
40,386,562
5,247,451
536,780
225,663
1,031,624
2,236,243

753,478,039
16,045,277

4,674,337
5,980,061
845,442,863

Pak-Gulf Leasing STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2018

1,495,119,110
6,123,909
14,389,663
300,460
146,718,000
39,112,572
1,610,818

2017 2016
(Restated) (Restated)
----- RUpEes =---cemccccccaaaaas
63,565,215 44,296,138
39,299,748 16,259,209
3,150,904 1,795,739
679,544 904,009
264,244 196,006
1,532,755 1,475,668
2,467,086 2,819,664
493,818,998 499,111,879
5,001,865 -
7,475,847 7,787,572
617,256,206 574,645,884
1,315,937,678 1,039,542,601
22,165,398 27,199,297
300,460 300,460
138,996,000 -
54,951,220 207,896,308
1,654,375 1,590,019

1,703,374,532

2,548,817,395

1,534,005,131

2,151,261,337

1,276,528,685
1,851,174,569

35,029,892 23,899,556 16,524,032
480,438 287,001 180,544
16,035,582 12,435,449 8,410,233
173,593,636 404,130,173 264,835,006
387,568,906 189,523,769 187,854,564
16,666,668 16,666,668 -
5,557,912 5,864,522 8,136,396
200,055,615 67,054,287 79,415,142
834,988,649 719,861,425 565,355,917
587,231,293 545,858,457 482,845,368
4,166,663 20,833,331 -
204,533,908 - -
3,178,676 8,736,588 14,601,119
187,682,393 180,014,446 159,776,708

986,792,933

1,821,781,582

e L e

755,442,822

1,475,304,247

B ——

657,223,195
1,222,579,112

et

727,035,813 675,957,090 628,595,457
253,698,000 253,698,000 253,698,000
93,034,892 79,161,214 69,745,972
4,402,000 4,402,000 4,402,000
90,504,204 89,229,496 79,356,037
2,815,855 3,352,882 2,343,445
190,756,951 176,145,592 155,847,454

282,580,862

727,035,813

246,113,498

675,957,090

219,050,003
628,595,457

The annexed notes 1 to 50 form an integral part of these financial statements.

Chief Executive Officer

Director
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Pak-Gulf Leasing

INCOME

Income from financing operations

Other operating Income
Return on investments
Other income

OPERATING EXPENSES
Administrative and operating expenses
Finance cost

Other charges

Operating profit before provision

Provision for potential lease losses - net
Reversal of provision against litigation receivable - net

Profit before taxation
Taxation
Profit for the year

Earning per share-basic and diluted

PROFIT AND LOSS ACCOUNT

Note

32
33
34

35
36

12.3

10.3

37

38

FOR THE YEAR ENDED JUNE 30, 2018

2018 2017
-------- Rupees EEEEEEEEEE
178,154,663 153,030,380
5,090,091 5,522,176
17.135.441 13.658.855
22225532 19,181,031
200,380,195 172,211,411
72,584,126 76,481,000
47,682,251 30,121,776
135,284 107,168
120,401,661 106,709,944
79,978,534 65,501,467
(442,820) -
1,066,665 -
80,602,379 65,501,467
11,233.987 18,425.258
69,368,392 47,076,209
2.73 1.86

The annexed notes 1 to 50 form an integral part of these financial statements.

Chief Executive Officer Director
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STATEMENT OF
COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2018

Note 2018 2017

Profit for the year 69,368,392 47,076,209
Other comprehensive income for the year

Items that will be reclassified to profit and loss account in
subsequent periods:

(Deficit) / surplus on revaluation of available for
sale investments 9 (537,027) 1,009,437

Total comprehensive income for the year 68,831,365 48,085,646

The annexed notes 1 to 50 form an integral part of these financial statements.

Chief Executive Officer Director Chief Financial Officer
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Note

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation

Adjustment for:
Depreciation
Amortisation 19.1
Finance cost 36
Amortisation of (discount) / premiun on investment in PIBs
Unrealised gain on revaluation of investment property 34
Provision for potential lease losses - net

Reversal of provision against litigation receivable - net

Gain on disposal of fixed asset 34

Operating profit before working capital changes

Movement in working capital
Decrease / (increase) in current assets
Advance to employees

Accrued mark-up / return on investments
Other receivables - net

ljarah rental receivables

Prepayments

Increase in current liabilities
Trade and other payables
Cash generated from operations

Finance cost paid

Tax paid - net

Deposits received from lessees

Advance ljarah rental received from lessees
Increase in diminishing musharaka receivables
Increase in net investment in finance lease - net

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Additions in property, plant and equipment
Additions in intangible assets 19.1
Proceeds from disposal of fixed assets 18.3
Short-term investment in Market Treasury Bills - net

Long-term investment

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from certificates of investment - net 43
Dividend paid
Long-term loan - net 43

Net cash (used in) / generated from financing activities
Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at the begining of the year

Cash and cash equivalents at the end of the year 42

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2018

18.1 &18.5

18.1&18.5

2018 2017
----------- Rupees ---===-=---
80,602,379 65,501,467
21,393,307 35,568,124
43,557 153,432
47,682,251 30,121,776
(1,923) 32,033
(7,722,000) (5,148,000)
442,820 -
(1,066,665) -
- (29,227)
60.771.347 1
141,373,726 126,199,605
38,581 (68,238)
501,131 (57,087)
(1,029,882) (1,355,165)
142,764 224,465
230,843 352,578
(116,563) (903,447)
11,323,773 7,481,981
152,580,936 132,778,139
(44,082,118) (26,096,560)
(795,545) (1,358,907)
174,374,164 50,652,234
(5,864,522) (8,136,405)
(19,064,000) -
(439.283.293) (271.102.196)

(334,715,314) (256,041,834)

(182,134,378)

(123,263,695)

(5,554,659) (1,288,79%)
- (217,788)
- 290,985
(1,623,842) (22,031,102)
5,000,000 -
(2,178,501) (23,246,699)
(26,002,629) 139,295,167
(19,027,350) (12,684,900)
(16.666.668) 37.499.999
1 47 164.110.266
(246,009,526) 17,599,872

(371,968,080)

(125,958,554)

The annexed notes 1 to 50 form an integral part of these financial statements.

Chief Executive Officer Director
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Share

Pak-Gulf Leasing STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED JUNE 30, 2018

Reserves

capital

Capital

Revenue

Statutory
reserve

Balance as at July 1, 2016 253,698,000 69,745,972
- as previously reported
Impact of change in accounting
policy - net of tax

Reserve for
issue of
honus shares

4,402,000

Surplus on

Surplus on

revaluation of revaluation of
property, plant available for

and equipment
- net of tax

79,356,037

Rupees

~ sale
investment

2,343 445

Unappropriated
profit

219,050,003

Total
reserves

295,541,420

79,356,037

Total
equity

549,239,420

79,356,037

Balance as at July 01, 2016
- as restated 253,698,000 69,745,972
Transaction with owners
Final dividend for the year ended
June 30, 2016 @ Rs.0.5 per share
Total comprehensive income
for the year ended June 30, 2017

4,402,000

79,356,037

2,343,445

219,050,003

(12,684,900)

374,897,457

(12,684,900)

628,595,457

(12,684,900)

Profit for year

Other comprehensive income
Surplus on revaluation of available
for sale investment

1,009,431

47,076,209

47,076,209

1,009,437

47,076,209

1,009,437

Others
Surplus on revaluation of property,
plant and equipment conducted
during the year - net of deferred tax
Transfer from surplus on revaluation
of property, plant and equipment to
unappropriated profit - net of
deferred tax
Effect of change in tax rate on surplus
on revaluation of property, plant
and equipment
Transfer to statutory reserve
(note 29.1) - 9415242

10,810,800

(2,087,428)

1,150,087

1,009,437

47,076,209

2,087,428

(9,415,242

48,085,646

10,810,800

1,150,087

48,085,646

10,810,800

1,150,087

Balance as at June 30, 2017 253,698,000 79,161,214
Transaction with owners

Final dividend for the year

ended June 30, 2017 @ Rs. 0.75

per share
Total comprehensive income

for the year ended June 30,

2018

4,402,000

89,229,496

3,352,882

246,113,498

(19,027,350)

422,259,090

(19,027,350)

675,957,090

(19,027,350)

Profit for the year
Other comprehensive income
Deficit on revaluation of available
for sale investment

(537,027)

09,560,392

069,368,392

(537.027)

69,368,392

(537.027)

Others
Effect of change in tax rate on
surplus on revaluation of property,
plant and equipment to unappropriated
profit - net of deferred tax
Transfer to statutory reserve
(note 29.1) - 13873678

1,274,708

(537,027)

69,368,392

(13.873.678)

68,831,365

1,274,708

68,831,365

1,274,708

Balance as at June 30, 2018 253,698,000 93,034,892

4,402,000

90,504,204

2,815,855

282,580,862

473,337,813

727,035,813

The annexed notes 1 to 50 form an integral part of these financial statements.

Chief Executive Officer

Director
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Pak-Gulf Leasing NOTES TO THE FINANCIAL STATEMENTS
Company Limited FOR THE YEAR ENDED JUNE 30, 2018

1. STATUS AND NATURE OF BUSINESS

11 Pak-Gulf Leasing Company Limited (“the Company") was incorporated in Pakistan on December
27, 1994 as a public limited company under the repealed Companies Ordinance, 1984 and
commenced its operations on September 16, 1996. The Company is principally engaged in the
business of leasing and is listed on Pakistan Stock Exchange Limited.

1.2 Regulation 4 of Non-Banking Finance Companies and Notified Entities Regulations, 2008 vide
SRO 1002(1)/2015 dated October 15, 2015, requires an existing deposit taking leasing company
to maintain, at all times, minimum equity of Rs. 500 million by November 25, 2016. The equity
of the Company as at June 30, 2018 is Rs. 632.105 million which is Rs. 132.105 million in excess
of the minimum equity requirement.

1.3 JCR-VIS Credit Rating Company Limited (JCR-VIS) has re-affirmed A- and A-2 ratings to the
Company for medium to long term and short term, respectively on January 30, 2018.

2. GEOGRAPHICAL LOCATION AND ADDRESSES OF BUSINESS UNITS
The registered office of the Company is located at UNIBRO House, Ground and Mezzanine Floor,

Plot No. 114, 9th East Street, Phase-1, Defence Housing Authority, Karachi and a branch office
is located at Office No. 202, 2nd Floor, Divine Mega Il, Opp Honda Point, New Airport Road,

Lahore.
3. BASIS OF PREPARATION
3.1 Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards applicable in
Pakistan comprise of :

- International Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017;

- Provisions of and directives issued under the Companies Act, 2017 along with Part VIIIA
of the repealed Companies Ordinance, 1984;

- Islamic Financial Accounting Standard - 2 ljarah (IFAS-2) issued by the Institute of
Chartered Accountants of Pakistan; and

- Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003 (the
NBFC Rules), Non-Banking Finance Companies and Notified Entities Regulations, 2008
(the NBFC Regulations).

Where provisions of and directives issued under the Companies Act, 2017, Part VIIIA of the
repealed Companies Ordinance, 1984, the NBFC Rules and the NBFC Regulations differ from
the IFRS Standards and IFAS-2, the provisions of and directives issued under the Companies
Act, 2017, Part VIIIA of the repealed Companies Ordinance, 1984, the NBFC Rules and the
NBFC Regulations have been followed.

The third and fourth schedules to the Companies Act, 2017 became applicable to Company for
the first time for the preparation of these financial statements. The Companies Act, 2017 (including
its third and fourth schedules) forms an integral part of the statutory financial reporting framework
applicable to the Company. Specific additional disclosures and changes to the existing disclosures
have been included in these financial statements.

3.2 Basis of measurement

These financial statements have been prepared under the historical cost convention, except that
investment property is stated at fair value and certain investments which have been classified
as 'available for sale' are marked to market and carried at fair value.
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Company Limited FOR THE YEAR ENDED JUNE 30, 2018

These financial statements have been prepared following accrual basis of accounting except for
cash flow information.

3.3 Functional and presentation currency

These financial statements are presented in Pak Rupees which is the functional and presentation
currency of the Company. All financial information presented in Pakistani Rupees has been
rounded off to the nearest rupee unless otherwise stated.

4. NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED
ACCOUNTING STANDARDS

4.1 Amendments that are effective in current year and are relevant to the Company

The Company has adopted the amendments to the following approved accounting standards as
applicable in Pakistan which became effective during the year from the dates mentioned below

against the respective standard: .
9 P Effective date

(annual
periods
beginning on
or after)
IAS 7  Statement of Cash Flows - Amendments resulting from the January 1, 2017
disclosure initiative
IAS 12 Income Taxes - Amendments regarding the recognition January 1, 2017

of deferred tax assets for unrealised losses

Other than the amendments to standards mentioned above, there are certain annual improvements
made to IFRS that became effective during the year:
Effective date
(annual
periods
beginning on
or after)

IFRS 12 Disclosure of Interests in Other Entities January 1, 2017

4.2 Amendments not yet effective

The following amendments with respect to the approved accounting standards as applicable in
Pakistan would be effective from the dates mentioned below against the respective standard:

Conceptual framework for Financial reporting 2018
- Original Issue March 2018

IFRS 2 Share-based Payment - Amendments to clarify the
classification and measurement of share-based payment
transactions January 01, 2018

IFRS 4 Insurance Contracts - Amendments regarding the
interaction of IFRS 4 and IFRS 9 January 01, 2018

IFRS 7 Financial Instruments : Disclosures - Additional hedge
accounting disclosures (and consequential amendments)
resulting from the introduction of the hedge accounting Applies when
chapter in IFRS 9 IFRS 9 is applied
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IFRS 9 Financial Instruments - Reissue to incorporate a hedge January 01, 2018

IFRS 9

IFRS 9

accounting chapter and permit the early application of the
requirements for presenting in other comprehensive income
the 'own credit’ gains or losses on financial liabilities designated
under the fair value option without early applying the other
requirements of IFRS 9

Financial Instruments - Finalised version, incorporating
requirements for classification and measurement, impairment,
general hedge accounting and derecognition

Financial Instruments - Amendments regarding prepayment
features with negative compensation and modifications of
financial liabilities

IFRS 10 Consolidated Financial Statements - Amendments regarding

IAS19

IAS28

IAS28

IAS39

IAS40

the sale or contribution of assets between an investor and its
associate or joint venture

Employee benefits - Amendments regarding plan amendments,
curtailments or settlements

Investments in Associates and Joint Ventures - Amendments
regarding the sale or contribution of assets between an investor
and its associate or joint venture

Investments in Associates and Joint Ventures - Amendments
regarding long-term interests in associates and joint ventures

Financial Instruments: Recognition and Measurements-
Amendments to permit an entity to elect to continue to apply
the hedge accounting requirements in IAS 39 for a fair value
hedge of the interest rate exposure of a portion of a portfolio of
financial assets or financial liabilities when IFRS 9 is applied,
and to extend the fair value option to certain contracts that meet
the 'own use' scope exception

Investment Property - Amendments to clarify transfers or property
to, or from, investment property

January 01, 2018

January 01, 2018

Deferred indefinitely

January 01, 2019

Deferred indefinitely

January 01, 2019

Applies when
IFRS 9 is applied

January 01, 2018

The Annual Improvements to IFRSs that are effective from the dates mentioned below against
respective standards:

Annual Improvements to IFRSs (2014 — 2016) Cycle:

IFRS 1

IAS 28

First-time Adoption of International Financial Reporting
Standards
Investments in Associates and Joint Ventures

Annual Improvements to IFRSs (2015 — 2017) Cycle:

IFRS 3

Business Combinations

IFRS 11 Joint Arrangements

IAS 12
IAS 23

Income Taxes
Borrowing Costs
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4.3

5.1
51.1

a)

b)

c)

Pak-Gulf Leasing NOTES TO THE FINANCIAL STATEMENTS
Company Limited FOR THE YEAR ENDED JUNE 30, 2018

Standards or interpretations not yet effective

The following new standards have been issued by the International Accounting Standards Board
(IASB), which have been adopted locally by the Securities and Exchange Commission of Pakistan
effective from the dates mentioned below against the respective standard:

Effective date
(annual
periods
beginning on
or after)
IFRS 9 Financial Instruments July 01, 2018

IFRS 15 Revenue from Contracts with Customers July 01, 2018
IFRS 16 Leases January 01, 2019

The following new standards and interpretations have been issued by the International Accounting
Standards Board (IASB), which have not been adopted locally by the Securities and Exchange
Commission of Pakistan (SECP):

IFRS 1 First Time Adoption of International Financial Reporting Standards

IFRS 14 Regulatory Deferral Accounts

IFRS 17 Insurance Contracts

The effects of IFRS 9 - Financial Instruments, IFRS 15 - Revenues from Contracts with Customers
and IFRS 16 - Leases are still being assessed, as these new standards may have a significant
effect on the Company’s future financial statements.

The Company expects that the adoption of the other amendments and interpretations of the
standards will not have any material impact and therefore will not affect the Company's financial
statements in the period of initial application.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all the periods presented
in these financial statements.

Financial assets

Classification

The Company classifies its financial assets in the following categories: loans and receivables,
held to maturity and available for sale. The classification depends on the purpose for which the
financial assets were acquired. Management determines the appropriate classification of its
financial assets at initial recognition and re-evaluates this classification on a regular basis.
Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market.

Held to maturity

Held to maturity investments are financial assets with fixed or determinable payments and fixed
maturity that the Company has a positive intent and ability to hold to maturity.

Available for sale
Available for sale financial assets are those non-derivative financial assets that are designated

as available for sale or are not classified as (a) loans and receivables, (b) held to maturity
investments or financial assets at fair value through profit or loss.
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Initial recognition and measurement

Financial assets are initially recognised at fair value plus any related transaction costs directly
attributable to the acquisition.

Subsequent measurement

Subsequent to initial recognition, financial assets designated by the management as loans and
receivables, held to maturity and available for sale are valued as follows:

Loans and receivables

Loans and receivables are carried at amortised cost.

Held to maturity

Subsequent to initial measurement, held to maturity investments are carried at amortised cost.
Available for sale

Subsequent to initial measurement, available for sale investments are revalued and are remeasured
to fair value.

Surplus or deficit arising on changes in fair value of available for sale financial assets are taken
to equity through statement of comprehensive income until these are derecognised or impaired
at which time, the cumulative surplus or deficit previously recognised in equity is transferred to
the profit and loss account.

Impairment

The carrying value of the Company's assets are reviewed at each statement of financial position
date to determine whether there is any indication of impairment. If such an indication exists, the
recoverable amount of such asset is estimated. An impairment loss is recognised whenever the
carrying amount of an asset exceeds its recoverable amount. Impairment losses are recognised
in the profit and loss account.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the financial assets
have expired or have been transferred and the Company has transferred substantially all risks
and rewards of ownership attached to such financial assets. Gains and losses on disposal are
determined by comparing the proceeds with the carrying amount and are recognised in the profit
and loss account.

Financial liabilities

All financial liabilities are recognised at the time when the Company becomes a party to the
contractual provisions of the instrument. These are initially recognised at fair value and subsequently
stated at amortised cost.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expired. Gain or loss on derecognition is recognised in profit and loss account.

Offsetting of financial assets and liabilities
Financial assets and financial liabilities are offset and the net amount is reported in the statement
of financial position when there is a legally enforceable right to set off the recognised amounts

and there is an intention to settle on a net basis, or realise the assets and settle the liabilities
simultaneously.
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Cash and bank balances
Cash in hand and at banks are carried at nominal amount.
Cash and cash equivalents

Cash and cash equivalents comprise of cash balances and bank deposit, and other short-term
highly liquid investments with original maturities of three months or less, short-term running
finance facilities that are repayable on demand and form an integral part of the Company’s cash
management are included as a component of cash and cash equivalents for the purpose of the
cash flow statement.

Net investment in finance lease

Leases where the Company transfers substantially all the risks and rewards incidental to ownership
of the leased assets to the lessees, are classified as finance leases.

The leased asset is derecognised and the present value of the lease receivable (net of initial
direct costs for negotiating and arranging the lease) is recognised on the statement of financial
position. The difference between the gross lease receivables and the present value of the lease
receivables is recognised as unearned finance income.

A receivable is recognised at an amount equal to the present value of the minimum lease
payments under the lease agreements, including guaranteed residual value, if any.

Each lease payment received is applied against the gross investment in the finance lease
receivable to reduce both the principal and the unearned finance income. The finance income
is recognised in the profit and loss account on a basis that reflects a constant periodic rate of
return on the net investment in the finance lease receivables.

Initial direct costs incurred by the Company in negotiating and arranging finance leases are
added to finance lease receivables and are recognised as an expense in the profit and loss
account over the lease term on the same basis as the finance lease income.

Provision for potential lease losses and provision for terminated leases

Calculating the provision for net investment in finance lease losses and provision for terminated
leases is subject to numerous judgments and estimates. In evaluating the adequacy of provision,
management considers various factors, including the requirements of the NBFC Regulations
issued by Securities and Exchange Commission of Pakistan, the nature and characteristics of
the obligor, current economic conditions, credit concentrations, historical loss experience and
delinquencies. Lease receivables are charged off, when in the opinion of management, the
likelihood of any future collection is believed to be minimal.

Property, plant and equipment
These are stated at cost less accumulated depreciation and impairment losses, if any.

Subsequent costs are included in the assets' carrying amounts or recognised as a separate
asset, as appropriate, only when it is probable that future benefits associated with the item will
flow to the Company and the cost of the item can be measured reliably. All other subsequent
costs including repairs and maintenance are charged to the profit and loss account as and when
incurred.

Depreciation is charged using the straight line method, whereby the depreciable amount of an
asset is written off over its estimated useful life at the rates specified in note 18.1 after taking
into account residual value, if any. The residual values, useful lives and depreciation methods
are reviewed and adjusted, if appropriate, at each statement of financial position date.

Depreciation on additions is charged from the month the assets are put to use while no depreciation
is charged in the month in which the assets are disposed off.
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Any surplus arising on revaluation of property, plant and equipment is credited to the surplus on
revaluation account. Revaluation is carried out with sufficient regularity to ensure that the carrying
amounts of assets do not differ materially from the fair value of such assets. To the extent of the
incremental depreciation charged on the revalued assets, the surplus on revaluation of operating
fixed assets (net of deferred taxation) is transferred directly to unappropriated profit.

Gains or losses on sale of assets are charged to the profit and loss account in the period in which
they arise, except that the related surplus on revaluation of assets (net of deferred taxation) is
transferred directly to unappropriated profit.

ljarah assets

Rental from ljarah arrangements are recognised in profit and loss account on accrual basis as
and when rentals become due. Costs including depreciation, incurred in earning the ljarah income
are recognised as expense. Initial direct costs incurred specifically to earn revenues from ljarah
are recognised as an expense in the period in which they are incurred. Assets leased out are
depreciated over the period of lease term on a straight line basis and at the end of the ljarah
term the leased assets are transferred to the lessee.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation and accumulated impairment
losses, if any. These are amortised using the straight line method reflecting the pattern in which
the economic benefits of the asset are consumed by the Company as mentioned in note 19.

Investment property

Property, comprising land or a building or part thereof, held to earn rentals or for capital appreciation
or both are classified as investment property. These are not held for use in the production or
supply of goods or services or for administrative purposes. The Company's business model i.e.
the Company’s intentions regarding the use of a property is the primary criterion for classification
as an investment property.

Investment property is initially measured at cost (including the transaction costs). However when
an owner occupied property carried at fair value becomes an investment property because its
use has changed, the transfer to the investment property is at fair value on the date of transfer
and any balance of surplus on the revaluation of the related assets, on the date of such a transfer
continues to be maintained in the surplus account on revaluation of property, plant and equipments.
Upon disposal, any surplus previously recorded in the revaluation surplus account is directly
transferred to retained earnings and the transfer is not made through the profit and loss account.
However any gain or loss on disposal of investment property (calculated as the difference between
the net proceeds from disposal and the carrying amount of the item) is recognised in the profit
and loss account.

The transfer to investment property is made when, and only when, there is a change in use,
evidenced by the end of owner occupation. In case of a dual purpose properties, the same is
classified as investment property, only if the portion could be sold or leased out separately under
finance lease.

Subsequent to initial recognition, the Company measures the investment property at fair value
at each reporting date and any subsequent changes in fair value are recognised in the profit and
loss account (i.e. in cases where the owner occupied property carried at fair value becomes an
investment property, the fair value gain to be recognised in the profit and loss account would be
the difference between the fair value at the time of initial classification as investment property
and fair value at the time of subsequent remeasurement). The revaluations of investment properties
are carried out by independent professionally qualified valuers on the basis of active market price.
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Other receivables

Other receivables are carried at original invoice amount less an estimate made for doubtful
receivables based on a review of all outstanding amounts at the year end. Balances considered
bad and irrecoverable are written off when considered irrecoverable.

Provisions

Provisions are recognised when the Company has a legal or constructive obligation as a result
of past events and it is probable that an outflow of resources will be required to settle the obligation
and a reliable estimate of the amount can be made. Provisions are reviewed at each statement
of financial position date and are adjusted to reflect the current best estimate.

Taxation
Current

Provision for current taxation is based on taxable income at the current rates of taxation after
taking into account tax credits and rebates available, if any. The charge for current taxation also
includes adjustments where necessary, relating to prior years which arise from assessments
framed / finalised during the year.

Taxable income for the purpose of computing current taxation is determined under the provisions
of the tax laws, whereby, lease rentals received and receivable are deemed to be the income
of the Company.

Provision for taxation is thus based on taxable income determined in accordance with the
requirements of such laws, and is made at the current rates of taxation in the Income Tax
Ordinance, 2001.

Deferred

Deferred tax is recognised, using the statement of financial position liability method, on all
temporary differences arising between the tax base of assets and liabilities and their carrying
amount. Deferred tax is calculated using the rates that are expected to apply to the period when
the differences reverse based on the tax rates that have been enacted at the statement of financial
position date.

Deferred tax liabilities are recognised for all taxable temporary differences, whereas deferred tax
assets are recognised for all deductible temporary differences. A deferred tax asset is recognised
only to the extent that it is probable that future taxable profits or taxable temporary differences
will be available against which the asset can be utilised. Deferred tax assets are reduced to the
extent that it is no longer probable that the related tax benefit will be realised. In addition, the
Company also recognises deferred tax liability on the surplus on revaluation of tangible fixed
assets which is adjusted against the related surplus in accordance with the requirements of
International Accounting Standard 12 (IAS 12), 'Income Taxes'.

Surplus on revaluation of property, plant and equipment

Any revaluation increase arising on the revaluation of land, buildings, leasehold improvements
and plant and machinery is recognised in other comprehensive income and presented as a
separate component of equity as “Surplus on revaluation of property, plant and equipment”,
except to the extent that it reverses a revaluation decrease for the same asset previously
recognised in profit or loss, in which case the increase is credited to profit or loss to the extent
of the decrease previously charged. Any decrease in carrying amount arising on the revaluation
of land, buildings, leasehold improvements and plant and machinery is charged to profit or loss
to the extent that it exceeds the balance, if any, held in the surplus on revaluation of property,
plant and equipment relating to a previous revaluation of that asset.
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The revaluation reserve is not available for distribution to the Company’s shareholders. The
surplus on revaluation to the extent of incremental depreciation charged (net of deferred tax) is
transferred to unappropriated profit.

During the year the Company changed its accounting policy in respect of the accounting and
presentation of surplus on revaluation of property, plant and equipment. Previously, the Company’s
accounting policy was in accordance with the provisions of repealed Companies Ordinance,
1984. Those provisions and resultant previous policy of the Company was not in alignment with
the accounting treatment and presentation of revaluation surplus as prescribed in the IFRS.
However, the Companies Act, 2017 has not specified any accounting treatment for surplus on
revaluation, accordingly the Company has changed the accounting policy and is now following
the IFRS for prescribed accounting treatment and presentation of surplus on revaluation. The
detailed information and impact of this change in policy is provided in note 7.

Trade and other payables

Liabilities for trade and other payables are recognised initially at fair value and subsequently
carried at amortised cost.

Borrowings

Loans and borrowings are recorded at the proceeds received. Finance cost are accounted for
on accrual basis and are shown as interest and mark-up accrued to the extent of the amount
remaining unpaid.

Short term borrowings are classified as current liabilities unless the Company has unconditional
right to defer settlement of the liability for at least twelve months after the statement of financial
position date.

Staff retirement benefits
Defined contribution plan

The Company operates an approved defined contributory provident fund for all its permanent
employees. Monthly contributions are made to the Fund equally by the Company and the
employees in accordance with the rules of the Fund. The contributions are recognised as employee
benefit expense when they become due.

Staff retirement benefits are payable to employees on completion of the prescribed qualifying
period of service under the scheme.

Employees' compensated absences

The Company accounts for the liability in respect of employees' compensated absences in the
year in which these are earned. Provision to cover the obligations under the scheme is made
based on the current leave entitlements of the employees and by using the current salary level
of the employees.

Currency translation
Foreign currency transactions

Items included in financial statements are measured using the currency of the primary economic
environment in which the Company operates.

Transactions in foreign currencies are translated to Pakistani Rupees at the foreign exchange
rates prevailing on the date of the transaction. Monetary assets and liabilities in foreign currencies
are translated into Pakistani Rupees at the rates of exchange approximating those prevailing on
the statement of financial position date. Exchange differences are taken to the profit and loss
account.
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Revenue recognition

Finance lease income

The Company follows the finance lease method in accounting for the recognition of lease income.
Under this method, the unearned lease income i.e. the excess of gross lease rentals and the
estimated residual value over the cost of the leased assets is deferred and taken to income over
the term of the lease contract, so as to produce a systematic return on the net investment in
finance lease. Unrealised lease income is held in suspense account, where necessary, in
accordance with the requirements of the NBFC Regulations.

Documentation charges, late payment charges and processing fee are taken to income when
realised.

Rental income from ljarah

In accordance with the requirements of IFAS 2 - ljarah, rental from ljarah arrangements are
recognised in profit and loss account on accrual basis as and when rentals become due.

Return on investments

Mark-up income on debt securities is recognised on time proportion basis using the effective
yield on instruments and return on equity securities is accounted for on accrual basis.

Dividend income

Dividend income from investment is recognised when the Company's right to receive dividend
is established.

Interest income

Interest income on bank deposits is recognised on time proportion basis using the effective
interest method.

Gain or losses on sale of investments

Capital gain or losses arising on sale of investments are taken to income in the period in which
they arise.

Profit on Diminishing Musharaka

Profit on Diminishing Musharaka arrangement is recognised under the effective profit rate method
based on the outstanding amount.

Earnings per share

The Company presents basic and diluted earnings per share (EPS) for its shareholders. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares outstanding during the year. Diluted EPS
is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effect of all dilutive potential ordinary
shares, if any.

Dividend distribution and transfer between reserves
Dividend distribution (including stock dividend) to the Company's shareholders and transfer
between reserves, except appropriations which are required under law, are recognised in the

financial statements in the period in which such dividends are declared or such transfers between
reserves are made.
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Segment reporting

An operating segment is a component of the Company that engages in business activities from
which it may earn revenues and incur expenses including revenues and expenses that relate
to transactions with any of the Company’s other components. All operating segments’ results are
reviewed regularly by the Company’s chief operating decision maker to make decisions about
resources to be allocated to the segment and assess its performance, and for which discrete
financial information is available.

The Company has two primary business segments, namely, conventional leasing and Islamic
finance operations. Islamic finance operations comprise of ljarah and Diminishing Musharaka
transactions.

Financing, investment, revenue, expenses and income taxes are managed on an overall basis
and are therefore, not allocated to any segment.

Assets, liabilities and capital expenditures that are directly attributable to segments have been
assigned to them. Those assets and liabilities, which cannot be allocated to a particular segment
on a reasonable basis, are reported as unallocated corporate assets and liabilities.

Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, income and expenses. It also requires management to exercise judgment in application
of the Company's accounting policies. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making judgment about the carrying value
of assets and liabilities that are not readily apparent from other sources, actual results may differ
from those estimates. These estimates and assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of revision and future periods if the revision
affects both current and future periods.

The areas where various assumptions and estimates are significant to the Company's financial
statements or where judgment was exercised in application of accounting policies are as follows:

i) Classification and valuation of investments (notes 5.1, 9 and 14).

if) Provision for current and deferred taxation (notes 5.14, 27 and 37).

iii) Recognition and measurement of deferred tax assets and liabilities (note 5.14.2, 27 and 37).
iv) Classification and provision of net investment in finance lease (notes 5.6, 5.7 and 12).

v) Determination and measurement of useful life and residual value of property, plant and
equipment (note 5.8 and 18).

vi) Determination and measurement of useful life and residual value of intangible assets
(note 5.10 and 19).

vii) Measurement of investment property carried at revalued amount. (note 5.11 and 17).

SIGNIFICANT TRANSACTIONS AND EVENTS AFFECTING THE FINANCIAL POSITION AND
PERFORMANCE

During the year, the total lease disbursements made by the Company amounted to Rs. 767.188
million.

During the year, the Company has added tenures of 2 years and 3 years for investments in
Certificates of Investments, in addition to the existing tenures of 3 months, 6 months and 1 year.
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During the year, the Company has arranged additional short-term running finance facilities from
a commercial bank having sanctioned limit of Rs. 180 million (refer note 23).

The Company declared final dividend of 7.5% (Rs. 0.75 per share) for the year ended June
2017, amounting to Rs. 19.027 million.

The accounting policy relating to surplus on revaluation of property, plant and equipment changed
during the year as detailed in note 7 to these financial statements.

CHANGE IN AN ACCOUNTING POLICY OF REVALUATION SURPLUS ON PROPERTY,
PLANT AND EQUIPMENT

On July 01, 2017 the Company changed its accounting policy for the revaluation surplus on
property, plant and equipment, in accordance with requirements of the accounting and reporting
standards as applicable in Pakistan under the Companies Act, 2017. Previously, the Company’s
accounting policy for surplus on revaluation of property, plant and equipment was in accordance
with the provisions of section 235 of the repealed Companies Ordinance, 1984. Further, the
revaluation surplus on property, plant and equipment was shown as a separate item below equity,
in accordance with the presentation requirement of the repealed Companies Ordinance, 1984.

The Companies Act, 2017 has not retained the above mentioned specific accounting and
presentation requirements of revaluation surplus on property, plant and equipment. Consequently,
this impacted the Company's accounting policy for revaluation surplus on property, plant and
equipment, and now the related accounting and presentation requirements set out in IAS 16
'‘Property, Plant and Equipment' are being followed by the Company. The new accounting policy
is explained under note 5.15. Further, the revaluation surplus on property, plant and equipment
is now presented in the statement of financial position and statement of changes in equity as a
capital reserve i.e. part of equity.

In these financial statements the above explained change in accounting policy has been accounted
for retrospectively, with the restatement of the comparative information.

The effect of the change is recognition and presentation of Rs. 90.504 million for revaluation
surplus on property, plant and equipment as a capital reserve i.e. separate component of equity
and derecognition of surplus on revaluation of property, plant and equipment of Rs. 90.504 million,
previously presented below equity in the statement of financial position. Further, there is no effect
on the profit and loss account and statement of comprehensive income for the year ended June
30, 2017.

As at July 01, 2016 As at June 30, 2017

As previously  Adjustments ) <iieq on | AS previously Adjustments s rostated on

reported on Increase / reported on Increase /
Jur?e 30, 2016 (Decrease) July 1, 2016 Junpe 30, 2017 (Decrease) dune 30,2017
(Rupees)
Surplus on revaluation of
property, plant and equipment
(within equity) - 79,356,037 79,356,037 - 89,229,496 89,229,496
Reserves 295,541,420 295,541,420 333,029,594 333,029,594

Net impact on equity

Surplus on revaluation of
property, plant and equipment
(below equity)

Impact of change in
accounting policy - June 30,
2018

Surplus on revaluation of
property, plant and equipment
(within equity)

Surplus on revaluation of
property, plant and equipment
(below equity)

295,541,420 79,356,037 374,897,457

79,356,037 (79,356,037)

333,029,594 89,229,496 422,259,090

89,229,496 (89,229,496)

374,897,457 374,897,457

422,259,090 - 422,259,090
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CASH AND BANK BALANCES Note 2018 2017
----------- Rupees --=--------
Cash in hand 68,277 179
Balance with banks:
- in current accounts 8.1 12,864,928 56,176,890
- in saving accounts 8.2 2,667,621 7,388,146
15,600,826 63,565,215

This amount includes Rs. 1.327 million (2017: Rs. 15.475 million) which represents balance of
bank account(s) maintained with Islamic bank(s) by the Company. The balance in current accounts
does not carry any mark-up or interest.

These carry mark-up rates ranging from 5% to 6.7% per annum (2017: 4% to 5.7% per annum).
SHORT TERM INVESTMENTS

Available for sale

Cost
54,300 units of National Investment (Unit) Trust

(2017: 54,300) 1,194,200 1,194,200
Revaluation surplus
As at July 01 3,352,882 2,343,445
(Deficit) / surplus for the year (537.027) 1.009.437
As at June 30 2815855 __ 3.352,882
Held to maturity 4,010,055 4,547,082
Government Securities -

Market Treasury Bills 9.1 36,376,507 34,752,666

40,386,562 39,299,748

Market Treasury Bills (MTB) carry interest rates ranging from 6.18% to 6.24% per annum (2017:
5.70% to 5.95% per annum) and have maturity dates ranging from July 05, 2018 to August 02,
2018. The market value of investment in MTB as at June 30, 2018 amounted to Rs. 36.487 million
(2017: Rs. 35.491 million).

OTHER RECEIVABLES - NET

Lease receivable held under litigation 10.1 27,515,285 28,581,952
Insurance premium and other receivable 10.2 6,425,290 4,328,741
33,940,575 32,910,693

Provision against lease receivable held under

litigation 10.3 (24,533,585) (25,600,250)
Mark-up held in suspense against lease

receivable held under litigation (2,728,847) (2,728,847)
Provision against insurance premium and

other receivable 10.4 (1,430,692) (1,430,692)

5,247,451 3,150,904

This includes net investment in finance lease terminated by the Company and where litigation has
commenced.

This includes insurance premium receivable from lessees for leased assets insured on their behalf
by the Company. These amounts are recovered either during the lease period or on termination
/ maturity of the lease contracts.
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Note 2018 2017

10.3 Movement of provision against lease 7 RUpees -----------

receivable held under litigation

Balance as at July 01 25,600,250 25,600,250

Reversal for the year (1,066,665) -

Balance as at June 30 24,533,585 25,600,250
104 Movement of provision against insurance

premium and other receivable

Balance as at July 01 1,430,692 1,430,692

Charge for the year - -

Balance as at June 30 1,430,692 1,430,692
11. ADVANCE TO EMPLOYEES

Advance to employees 11.1 225,633 264,244

11.1 This amount represents advance given by the Company to its employees against their salary
in accordance with the Company's Human Resource policy.

12. NET INVESTMENT IN FINANCE LEASE
(Secured)
Net investment in finance lease 12.1  2,248,597,149  1,809,756,676
Current portion shown under current assets ~ 12.1 (753,478,039) _(493,818,998)
1,495,119,110 1,315,937,678
12.1 Netinvestment in finance lease
2018 2017
Later than Later than
Not later than one year and Latgr than Total Not later than  one year and Latgr than Total
one year less than five five one year less than five five
years years years years
-------------------------------------------- RUPEES === === s e mm e e e e ce e e
Minimum lease payments 700,151,725 1,013,042,060 35,142,837 1,748,336,622 541,452,185 872,475,395 35,142,837 1,449,070,417
Add: Residual value of leased
assets (note 12.2) 200,055,615 479,948,988 107,282,305 787,286,908 67,054,287 438,576,152 107,282,305 612,912,744
Gross investment in finance
lease 900,207,340 1,492,991,048 142,425,142 2,535,623,530 608,506,472  1,311,051,547 142,425,142 2,061,983,161
Unearned lease income (143,991,962) || (136,438,452) (3,858,628) || (284,289,042) || (113,486,889)|| (133,680,383) (3,858,628)|| (251,025,900)
Mark-up held in suspense (1,416,470) (1,416,470) (322,536) (322,536)
(145,408,432)  (136,438,452) (3,858,628) (285,705,512)  (113,809,425) (133,680,383) (3,858,628) (251,348,436)
754,798,908 1,356,552,596 138,566,514 2,249,918,018 494,697,047 1,177,371,164 138,566,514 1,810,634,725
Provision for potential lease
losses (note 12.3) (1,320,869) (1,320,869) (878,049) (878,049)
Net investment in finance lease 753,478,039 1,356,552,596 138,566,514 2,248,597,149 493,818,998 1,177,371,164 138,566,514 1,809,756,676
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In certain leases, the Company has security, in addition to leased assets, in the form of
mortgages / corporate / personal guarantees of associated companies / directors.

These represent interest free security deposits received against lease contracts and are
refundable / adjustable at the expiry / termination of the respective leases. The amount is
net of security deposit held against matured leases amounting to Rs. 123.892 million (2017:
Rs. 120.832 million).

. . Note 2018 2017
Provision for potential lease losses
----------- Rupees ----=--=---
Balance as at July 01 878,049 878,049
Charge for the year 3,101,747 14,743,140
Reversal for the year (2,658,927) (14,743,140)
Balance as at June 30 1,320,869 878,049

The net investment in finance lease portfolio includes Rs. 19.132 million (2017: Rs. 0.878 million)
which has been placed under non-performing status.

The Company has entered into various lease agreements for periods ranging from one to seven
years (2017: one to seven years). Security deposits ranging from 2.06% to 89% per annum
(2017: 2% to 63% per annum) are obtained at the time of entering into the lease arrangement.
The rate of return implicit in the leases ranges from 9.93% to 31.46% per annum (2017: 8.08%
to 21.62% per annum).

TAXATION - NET

Balance as at July 01 7,475,847 7,787,572
Advance tax paid 795,546 1,358,908
Charge for the year 37 (2,291,332) (1,670,633)
Balance as at June 30 5,980,061 7,475,847

LONG-TERM INVESTMENT

Held to maturity

Government Securities
Pakistan Investment Bonds 22,169,186 27,167,263
Current portion shown under current assets (16,045,277) (5,001,865)
6,123,909 22,165,398

As per the requirements of Regulation 14 (4) (i) of the NBFC Regulations, the Company is required
to invest at least 15% of its outstanding funds raised through issue of Certificates of Investments
in the Government Securities. As at June 30, 2018, the Company had 15.48% of its funds raised
through Certificates of Investments invested in Pakistan Investment Bonds (PIBs) and Market
Treasury Bills (refer note 9).

PIBs carry interest rates ranging from 9.25% to 11.50% per annum (2017: 9.25% to 11.50% per
annum) and have maturity dates ranging from July 18, 2018 to March 26, 2020. The market value
of investment in PIBs as at June 30, 2018 amounted to Rs. 22.263 million (2017: Rs. 28.417
million).
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Note 2018 2017

DIMINISHING MUSHARAKA RECEIVABLE  ~ ~777m=== Rupees -----------
Considered good 19,064,000 -
Considered doubtful - -
19,064,000 -
Less: Provision for doubtful receivables - -
19,064,000 -
Less: Current portion of musharaka finances (4,674,337) -
14,389,663 -

The expected profit receivable on these arrangements ranges from 12.45% to 20% per annum
(2017: nil). These arrangements are secured by way of right on assets given under the diminishing
musharaka. The arrangements are further secured by personal guarantees and hypothecation
charge on assets of the customer. These finances are receivable on various dates up to July 15,
2022.

Aging of musharaka finances

Neither past due nor impaired 19,064,000 -
Past due but not impaired - -
Past due and impaired

19,064,000 -

LONG-TERM DEPOSITS

Long-term deposits 16.1 300,460 300,460

This amount includes Rs. 0.188 million (2017: Rs. 0.188 million) given by the Company as security
deposit to First Habib Modaraba under ljarah arrangement to obtain the ljarah asset. These
deposits do not carry any markup or interest.

INVESTMENT PROPERTY

Opening balance 138,996,000 -
Transferred from operating fixed assets - own use - 133,848,000
Fair value adjustment 7,722,000 5,148,000

146,718,000 138,996,000

The Company has rented out its office premises and decided to classify its owner occupied
property as investment property as of December 31, 2016 that will be carried at fair value model
in accordance with IAS 40 "Investment Property".

The carrying value of investment property is the fair value of the property as determined by
approved independent valuer M/s. Akbani and Javed Associates as on June 30, 2018 on the
basis of market value. Fair value was determined having regard to recent market transactions
for similar properties in the same location and condition as the Company's investment property.
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Fair value measurement

Fair value measurement of investment property is based on the valuations carried out by an
independent valuer M/s. Akbani and Javed Associates as on June 30, 2018 on the basis of market
value.

Fair value measurement of revalued premises is based on assumptions considered to be level
2 inputs.

Valuation techniques used to derive level 2 fair values - Investment property

Fair value of investment property has been derived using a sales comparison approach. The
valuation is considered on the basis of location, needs of the buyer, the overall prevailing market
situation and other consideration associated with such type of property. The most significant input
in this valuation approach is price / rate per square foot in particular locality. This valuation is
considered to be level 2 in fair value hierarchy due to significant observable inputs used in the
valuation.

Forced sales value - Investment property
Forced sales value of investment property as at June 30, 2018 amounted to Rs.124.710 million.
Location and area - Investment property

The investment property is located at Office No. 125, 126 and 127, 1st Floor, The Forum, Plot
No. G-20, Block 9, Clifton, Karachi and its total covered area is 5148 sq.ft.

Note 2018 2017
PROPERTY, PLANT AND EQUIPMENT ~ aceeemmeies RUPEES ---====nn--
Fixed assets - own use 18.1 8,679,844 5,586,904
Fixed assets - ljarah finance 18.2 30,432,728 49,364,316

39,112,572 54,951,220
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18.1 Fixed Assets - own use
Leasehold Leasehold Furniture Office Vehicles Computer
Description premises |improvements and equipment equipment Total
fittings

----------------- Rupees I et
Year ended June 30, 2018
Net carrying value basis
Opening net book value (NBV) - 305,061 830,972 2,318,748 1,444,845 687,278 5,586,904
Additions during the year - - 790,360 215,740 4,197,238 351,321 5,554,659
Disposals (NBV) - - - - - - -
Depreciation charge - (165,737) (178,712) (683,898) (900,597) (532,775)  (2,461,719)
Closing net book value - 139,324 1,442 620 1,850,590 4,741,486 505,824 8.679.844
Gross carrying value basis
Cost - 1,168,197 3,442,403 3,813,158 11,072,973 4,845,692 24,342,423
Accumulated depreciation - (1,028,873) (1,999,783) (1,962,568) (6,331,487) (4,339,868) (15,662,579)
Net book value - 139,324 1,442 620 1,850,590 4,741,486 505,824 8,679,844
Year ended June 30, 2017
Net carrying value basis
Opening net book value (NBV) 121,492,800 470,798 213,848 2,597,959 2,301,475 1,119,166 128,196,046
Additions during the year - - 704,479 321,865 - 262,450 1,288,794
Disposals (NBV) - - - (2,383) - - (2,383)
Revaluation surplus 15,444,000 - - - - - 15,444,000
Transfer to investment property (133,848,000) - - - - - (133,848,000)
Depreciation charge (3,088,800)  (165,737) (87,355) (598,693)  (856,630) (694,338)  (5,491,553)
Closing net book value - 305,061 830,972 2,318,748 1,444 845 687,278 5,586,904
Gross carrying value basis
Cost - 1,168,197 2,652,043 3,597,418 6,875,735 4,494,371 18,787,764
Accumulated depreciation - (863,136) (1,821,071) (1,278,670) (5,430,890) (3,807,093) (13,200,860)
Net book value - 305,061 830,972 2,318,748 1,444 845 687,278 5,586,904
Depreciation rate % per annum 5 33.33 10 20 20 33.33
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18.2 Fix

18.3 The details of property, plant and equipment - own use / ijarah disposed of during the year is
as follow:
Original Accumulated Written Sale Gain Mode of Particulars
Cost depriciation down value proceeds on disposal disposal of buyer
2018 ~  tTTnmmmmmmmmmmmemmmsmeess Rupees """"""""""""""""
Own Use
ljarah finance
Total - 2018 - - - -
End of Lessee/
Total - 2017 2,799,417 2,537,659 261,758 290,985 29,227 ljarah term / Various

ed assets - ljarah finance
Description

Year ended June 30, 2018
Net carrying value basis
Opening book value

Additions during the year
Disposal during the year (NBV)
Depreciation charge

Closing net book value

Gross carrying value basis
Cost

Accumulated depreciation
Net book value

Year ended June 30, 2017
Net carrying value basis
Opening book value

Additions during the year
Disposal during the year (NBV)
Depreciation charge

Closing net book value

Gross carrying value basis
Cost

Accumulated depreciation
Net book value

Depreciation rate % per annum

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

Vehicles Machinery Total
------ (Rupees) -------
837,976 48,526,340 49,364,316
(437,191)  (18,494,397) (18,931,588)
400,785 30,031,943 30,432,728
2,186,000 115,663,662 117,849,662
(1,785,215) (85,631,719) (87,416,934)
400,785 30,031,943 30,432,728
1,901,468 77,798,794 79,700,262
(259,375) - (259,375)
(804,117) (29,272,454) (30,076,571)
837,976 48,526,340 49,364,316
2,186,000 115,663,662 117,849,662
(1,348,024) (67,137,322) (68,485,346)
837,976 48,526,340 49,364,316
20 to 33.33 20to 50

Scrap sale buyers

18.4 As at June 30, 2018 cost of asset acquired under ljarah arrangements amounts to Rs. 1.88
million (2017: Rs. 1.88 million) which do not form part of the assets of the Company in
accordance with the requirements to IFAS 2.

18,5  The cost of fully depreciated assets which are still in use as at June 30, 2018 is Rs. 12.66
million and written down value is Rs. 0.93 million (2017: Rs. 8.16 million and written down
value is Rs. 0.48 million).
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Note 2018 2017
19.  INTANGIBLE ASSETS T Rupees -----------
Intangible assets 19.1 1,610,818 1,654,375
19.1 Intangible assets
Computer Software
under Total
S Software
Description development
------- (Rupees) - ------

Year ended June 30, 2018
Net carrying value basis
Opening book value 214,158 1,440,217 1,654,375
Additions during the year - - -
Disposal (NBV) - - -
Amortisation charge (43,557) - (43,557)
Closing net book value 170,601 1,440,217 1,610,818
Gross carrying value basis
Cost 966,798 1,440,217 2,407,015
Accumulated amortisation (796,197) - (796,197)
Net book value 170,601 1,440,217 1,610,818
Year ended June 30, 2017
Net carrying value basis
Opening book value 149,802 1,440,217 1,590,019
Additions during the year 217,788 - 217,788
Disposal (NBV) - - -
Amortisation charge (153,432) - (153,432)
Closing net book value 214,158 1,440,217 1,654,375
Gross carrying value basis
Cost 966,798 1,440,217 2,407,015
Accumulated amortisation (752,640) - (752.640)
Net book value 214,158 1,440,217 1,654,375
Amortisation rate % per annum 20 -
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Note 2018 2017
TRADE AND OTHER PAYABLES
----------- Rupees ---==--=---

Accrued liabilities 7,279,822 3,777,983
Sundry creditors - Lease 17,058,796 10,628,099
Security deposit 2,054,052 2,054,052
Unearned rental income 5,385,046 5,623,539
Payable to provident fund 45,030 -
Other liabilities 3,207,146 1,815,883

35,029,892 23,899,556

ACCRUED MARKUP
Accrued mark-up on:

Certificates of investment 10,633,667 11,147,341
Short term borrowings 5,189,718 919,190
Long-term loan 212,197 368,918

16,035,582 12,435,449

CERTIFICATES OF INVESTMENT

Opening balance 404,130,173 264,835,006
Certificates issued during the year 22.1 418,127,532 462,530,172
Rolled over during the year (384,880,161) (263,044,101)
Payments made during the year (59,250,000) (60,190,904)
Closing balance 378,127,544 404,130,173

These represent certificates of investment issued by the Company for periods ranging from 6
to 36 months (2017: 3 to 12 months) and carry mark-up rates ranging from 7.5% to 8.5% per
annum (2017: 7.5% to 8% per annum).

Current maturity of Certificates of Investment

Certificates of Investment 378,127,544 404,130,173
Current portion shown under liabilities (173,593,636) (404,130,173)
204,533,908 -

SHORT TERM BORROWINGS

From banking companies - secured
Running finances under mark-up arrangements 23.1 387,568,906 189,523,769

The Company has availed short-term running finance facilities from various commercial banks
having sanctioned limit amounting to Rs. 430 million (2017: Rs. 250 million). The facilities carry
mark-up at the rate ranging from 3 months KIBOR plus 1.5% per annum to 3 months KIBOR
plus 2.5% per annum. The facilities are secured by hypothecation charge over leased assets
and lease rentals receivable.

LONG-TERM LOAN
Long-term loan - secured 24.1 20,833,331 37,499,999

Current portion shown under current liabilities 24.1 (16,666,668) (16,666,668)
4,166,663 20,833,331

The Company has arranged long term finance facility from a commercial bank amounting to Rs.
50 million (2017: Rs. 50 million). The facility has been obtained for a tenure of three years which
is repayable in quarterly instalments by August 16, 2019. It carries mark-up at the rate of 3
months KIBOR plus 1.5% per annum and is secured by hypothecation charge over specific
leased assets and lease rentals receivable.
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Note
LONG-TERM DEPOSITS
Long-term deposits 25.1

Current portion shown under current liabilities  25.1
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2018 2017
----------- Rupees -----------
787,286,908 612,912,744

(200,055,615)  (67,054,287)
587,231,293 545,858,457

These represent interest free security deposits received against lease contracts and are refundable
/ adjustable at the expiry / termination of the respective leases.

ADVANCE RENTAL AGAINST IJARAH LEASING

Advance rental against ljarah leasing
Current portion shown under current liabilities

DEFERRED TAXATION - Net

Taxable temporary difference arising in respect of:

Surplus on revaluation of property, plant and equipment
Unrealised gain on investment property

Investment in finance lease and tax book value of assets
given on finance lease

Long-term investments

Deductible temporary difference arising in respect of:

Carried forward tax losses

Provision against potential lease losses
Provision against other receivable
Accelerated tax depreciation

Provision for leave encashment
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8,736,588 14,601,110
(5,557,912) (5,864,522)
3,178,676 8,736,588
36,966,506 38,241,214
3,732,300 1,544,400

189,399,060 | 163,683,000

34,564 35,179

230,132,430 203,503,793

(28,472,311) (9,090,897)
(383,052) (263,415)
(7,529,640) (8,109,283)
(5,623,110) (5,609,955)
(441,924) (415,797)

(42,450,037) (23,489,347)

187,682,393 180,014,446
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27.2 Movement in temporary differences is as follows:

Balance Recognised Recognised Balance
as at in profit and in equity as at
July 1, 2017 loss account June 30, 2018
..................... Rupees =======s=cecemmnonanan
Surplus on revaluation of
property, plant & equipment 38,241,214 (1,274,708) 36,966,506
Unrealised gain on revaluation of
investment property 1,544,400 2,187,900 - 3,732,300
Excess of accounting WDV
over Tax WDV (5,609,955) (13,155) - (5,623,110)
Long-term investments 35,179 (615) - 34,564
Investment in finance lease
and tax book value of assets
given on finance lease 163,683,000 25,716,060 - 189,399,060
Carried forward tax losses (9,090,897) (19,381,414) - (28,472,311)
Provision against potential
lease losses (263,415) (119,637) - (383,052)
Provision against other
receivable (8,109,283) 579,643 - (7,529,640)
Provision for leave encashment (415,797) (26,127) - (441,924)

180,014,446 8,942,655 (1,274,708) 187,682,393

28. SHARE CAPITAL
2018 2017
""" Number of shares ===~
Authorised capital
50,000,000 50,000,000  Ordinary shares of Rs. 10 each 500,000,000 500,000,000

Issued, Subscribed and
paid-up share capital

10,000,000 10,000,000 Ordinary shares of Rs.10 each

Note 2018 2017

fully paid in cash 100,000,000 100,000,000

2,369,800 2,369,800 Ordinary shares of Rs. 10 each
issued as fully paid bonus shares 23,698,000 23,698,000

13,000,000 13,000,000 Ordinary shares of Rs. 10 each
issued as fully paid Right shares 130,000,000 130,000,000

25,369,800 25,369,800 253,698,000 253,698,000

28.1 As at June 30, 2018, 10,646,529 shares (2017: 10,646,529 shares) of the Company were
held by related parties.

29. RESERVES

Capital reserve
Statutory reserve 29.1 93,034,892 79,161,214
Reserve for issue of bonus shares 4,402,000 4,402,000
Surplus on revaluation of property, plant
and equipment - net of deferred tax 29.2&30 90,504,204 89,229,496

Surplus on revaluation of available for sale
invesment 0&29.2 2,815,855 3,352,882
190,756,951 176,145,592

Revenue reserve

Unappropriated profit 282,580,862 246,113,498
473,337,813 _ 422,259,090
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In accordance with the requirements of the NBFC Regulations, an amount of not less than
20 percent of after tax profits shall be transferred to statutory reserve till such time when
the reserve equals the amount of paid-up capital, and thereafter a sum of not less than
5 percent shall be transferred. Consequently, during the current year the Company has
transferred an amount of Rs. 13.874 million (2017: Rs. 9.415 million) to its statutory
reserve.

As per explanation to the Rule 2 (1) (xix) of the NBFC Rules, surplus on revaluation of
property, plant and equipment and surplus on revaluation of available for sale investments
shall not be included in equity, therefore, the amount of equity shown in note 1.2 to these
financial statements does not include the said surplus.

SURPLUS ON REVALUATION OF Note 2018 2017
PROPERTY, PLANT AND EQUIPMENT 770 Rupees
- net of deferred tax
Surplus on revaluation of leasehold premises as at July 1 127,470,710 115,008,750
Surplus on revaluation conducted during the year - 15,444,000
Transferred to unappropriated profit in respect of incremental
depreciation charged during the year - net of deferred tax - (2,087,428)
Related deferred tax liability of incremental depreciation
charged during the year - (894.612)
- (2,982,040)
Surplus on revaluation of operating fixed asset as at June 30 127,470,710 127,470,710
Related deferred tax liability at the beginning of the year 38,241,214 35,652,713
Related deferred tax liability on surplus on revaluation
conducted during the year - 4,633,200
Related to incremental depreciation charged during the year - (894,612)
Effect of change in tax rate (1,274,708) (1,150,087)
36,966,506 38,241,214
29.2 90,504,204 89,229,496

This represents net surplus on revaluation of Company's leasehold premises held till the
date it was reclassified into Investment Property, i.e., December 31, 2016. Out of the
revaluation surplus, an amount of Rs. 127.471 million remains undepreciated as at June
30, 2018 (2017: Rs. 127.471 million). As of December 31, 2016 the Company decided to
classify its owner occupied property as investment property.

The surplus on revaluation of property, plant and equipment is a capital reserve, and is
not available for distribution to the shareholders in accordance with section 241 of the
Companies Act, 2017.

CONTINGENCIES AND COMMITMENTS
Contingencies

The Alternate Corporate Tax charge for the Tax Year 2018, 2017, 2016, 2015 and 2014 amounted
to Rs. 13.702 million, Rs. 11.135 million, Rs. 8.702 million, Rs. 9.233 million and Rs. 8.100 million,
respectively which is Rs. 11.411 million, Rs. 9.464 million, Rs. 7.127 million, Rs. 8.005 million
and Rs. 7.140 million in excess of the minimum tax payable at Rs. 2.291 million, Rs. 1.671 million,
Rs. 1.575 million, Rs. 1.228 million and Rs. 0.960 million, respectively under section 113 of the
Income Tax Ordinance, 2001 (Ordinance).
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The Company has filed a Constitutional Petition against the levy and payment of Alternate
Corporate Tax (ACT) in the Honorable High Court of Sindh and on December 29, 2014 the
Honorable Court has issued an order restraining the Federal Board of Revenue (FBR) from taking
any coercive action against the Company. Accordingly, provisions and payment for only minimum
tax has been made. The Company has a strong case and the management is confident that the
decision will be in the Company's favor.

The Assistant Commissioner of the Sindh Revenue Board (SRB) vide Order-in-original No. 551
of 2016 dated June 15, 2016 has created a demand amounting to Rs. 3.199 million under Sections
23, 43(2)(3)(6d) and 44 of the Sindh Sales Tax on Services Act, 2011 (the “Act”) relating to Tax
Years 2012 to 2015. The demand includes Rs. 2.353 million on account of sales tax on Income
from ljarah Operations. The Company had filed an appeal against the Order under Section 57
of the Sindh Sales Tax on Services Act, 2011 before the Commissioner (Appeals) of the SRB,
however Commissioner (Appeals) has not allowed the appeal and instead vide Order-in-Appeal
No. 20 of 2017 dated March 01, 2017 has upheld the Order-in-original. The Company has further
filed an appeal against the Order(s) under Section 61 of the Sindh Sales Tax on Services Act,
2011 before the Appellate Tribunal of the SRB which is currently in process.

No payment against the unjustified demand created under the Order has been made by the
Company. The Company has a strong case and the management is confident that the outcome
of the appeal will be in the Company's favor. Accordingly, no provision has been recorded in
respect of the matter.

2018 2017
Commitments RUpEES --=-n=nn=--
Commitments for finance lease 122,399,900 156,000,400
Commitments for diminishing musharaka - 18,330,000

Contractual rentals receivable on ljarah contracts
This represents the rentals receivable by the Company in respect of ljarah assets.

2018
Due within 1 |Due after 1 year Total
year but within
5 years
(Rupees)
Rentals receivable in future 16,096,084 13,712,150 29,808,234
2017
Due within 1 |Due after 1 year Total
year but within
5 years
(Rupees)
Rentals receivable in future 17,270,659 29,808,234 47,078,893
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31.2.4 Contractual rentals receivable on Diminishing Musharaka contracts

This represents the rentals receivable by the Company in respect of Diminishing Musharaka

contracts.

Rentals receivable in future

Rentals receivable in future

31.2.5 ljarah rentals payable

2018
Due within 1| Due after 1 year Total
year but within
5 years
(Rupees)
6,786,306 17,169,187 23,955,493
2017
Due within 1 |Due after 1 year Total
year but within
5 years
(Rupees)

This represents the ljarah rentals payable by the Company in respect of asset acquired

under ljarah arrangement.

2018
Due within 1 |Due after 1 year Total
year but within
5 years

(Rupees)

Future ljarah rentals payable 108,884 - 108,884
2017
Due within 1 |Due after 1 year Total
year but within

5 years

(Rupees)
Future ljarah rentals payable 653,304 108,884 762,188

Note 2018 2017
----------- Rupees --=--------
32. INCOME FROM FINANCING OPERATIONS

Finance Income 145,792,595 112,019,816
Gain on lease termination 1,847,035 526,547
Late payment charges 823,025 253,216
Processing fee 2,683,000 2,014,950
Documentation charges 1,047,600 827,806
Income from ljarah operations 32.1 23,420,660 37,388,045
Income from Diminishing Musharaka 2,540,748
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Note 2018 2017
32.1 Income from ljarah operations RUpEes --=--nn=---
ljarah rental income 32.1.1 17,500,655 29,059,381
Advance rental amortisation 5,864,522 8,136,405
Others 55,483 192,259
23,420,660 37,388,045

32.1.1 ljarah rental income comprises of principal and profit component.

33. RETURN ON INVESTMENTS
Profit on bank accounts 33.1 526,690 1,244,847
Income from Pakistan Investment Bonds 2,455,807 2,981,452
Income from Market Treasury Bills 2,107,594 1,051,527
Dividend income 33.2 - 244,350
5,090,091 5,522,176

33.1 This amount includes Rs. 1,178 (2017: Rs. 1,382) which represents profit on bank account(s)
maintained with Islamic bank(s) by the Company.

33.2 This amount represents dividend income earned during the year on investment in National
Investment Unit Trust.

34. OTHER INCOME
Gain on disposal of fixed assets 18.3 - 29,227
Rental income 9,351,641 8,458,128
Unrealised gain on revaluation
of investment property 7,722,000 5,148,000
Others 34.1 61,800 23,500
17,135,441 13,658,855

34.1 This amount includes commitment fees, duplicate transfer letter charges and miscellaneous
income.
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Note 2018 2017
35. ADMINISTRATIVE AND OPERATING EXPENSES ~  =========-- Rupees -----------

Directors' fee 39 1,839,996 1,669,997
Salaries, allowances and benefits 35.1 & 35.2 29,692,616 21,913,868
Depreciation 18.1 & 18.2 21,393,307 35,568,124
Amortisation 19 43,557 153,432
Office utilities 1,553,505 1,015,503
Legal and professional charges 4,159,193 4,242,581
Auditors' remuneration 35.4 525,000 525,000
Postage, subscription, printing and stationary 2,188,221 1,209,601
Vehicle running and maintenance 1,730,413 1,102,580
Office repair and general maintenance 963,866 712,465
Workers' Welfare Fund 1,645,118 1,336,765
Insurance 35.5 915,908 937,606
Advertisement 185,600 618,393
Travelling and conveyance 255,722 289,988
Rent on ljarah finance 653,304 653,304
Rent expense 3,795,514 3,095,191
General 1,043,286 1,436,602

72,584,126 76,481,000

35.1 This includes salary of Rs. 5.868 million (2017: Rs. 5.472 million) paid to the Chief
Executive Officer and Executive Director.

35.2 Salaries and benefits include Rs. 1.173 million (2017: Rs. 0.978 million) in respect of
staff provident fund.

35.3 The total number of employees at as June 30, 2018 is 35 (2017: 30) and the average
number of employees during the year was 34 (2017: 25).

35.4 Auditors' remuneration

Audit fee 335,000 335,000

Review report on the statement of compliance
with the Code of Corporate Governance 50,000 50,000
Half yearly review fee 115,000 115,000
Out of pocket expenses 25,000 25,000
525,000 525,000

35.5 The Company has obtained insurance coverage from Adamjee Insurance Company Limited rated
"AA+" by Pakistan Credit Rating Agency (an agency registered with the Commission) against
any losses that may be incurred as a result of employee's fraud or gross negligence. The sum
insured of the insurance policy is Rs. 2 Million (2017: Rs. 2 Million).

36. FINANCE COST
Mark-up on:
- Short term borrowings 15,246,781 3,424,975
- Certificates of investment 30,120,520 23,653,254
- Long-term loan 2,249,690 2,961,144
Bank charges 65,260 82,403

47,682,251 30,121,776
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Note 2018 2017

37. TAXATION  mmmeeeeeees Rupees -----=-----
Current 2,291,332 1,670,633
Deferred 27.2 8,942 655 16,754,625

11,233,987 18,425,258

37.1 Numerical reconciliation between the average tax rate and the applicable tax rate has not
been presented as Company is subject to the provisions of taxation under Section 113 of the
Income Tax Ordinance, 2001.

37.2 The returns of income have been filed upto and including Tax Year 2017 corresponding to
financial year ended June 30, 2017 under self assessment scheme. However, the return may
be selected for which an amendment within six years from the end of the respective Tax Year
and within five years from the end of financial year in which assessment order is issued or
treated to have been issued for that tax year to the Company respectively.

37.3 Comparison of tax provision against tax assessments

Tax Year Tax Tax
provision assessment
2017 1,670,633 1,713,762
2016 1,574,547 1,531,508
2015 1,228,026 1,228,045
38. EARNINGS PER SHARE - BASIC AND DILUTED

Profit after taxation attributable to

ordinary shareholders 69,368,392 47,076,209

Weighted average number of
outstanding ordinary shares 25,369,800 25,369,800

Rupees

Earning per share - basic and diluted 2.73 1.86

38.1 There were no convertible dilutive potential ordinary shares in issue as at June 30, 2018.

39. REMUNERATION OF CHIEF EXECUTIVE OFFICER, EXECUTIVE AND NON-EXECUTIVE
DIRECTORS AND EXECUTIVES
2018 2017
Chief £ NOf:_ Executive Executives Chief £ NOT:_ Executive Executives
B xXecutive B 5 xecutive B
Exec_utlve Directors Director Exec_utlve directors director
Officer Officer
--------------------------------- RUpEees ====smeccecmceccceccecccecececcec e
Managerial
remuneration 1,695,903 1,839,996 2,028,144 2,398,012 1,858,068 1,669,997 1,610,124 -
Housing and utilities 932,747 - 1,211,486 1,318,891 1,021,932 - 981,576 -
Reimbursable expenses 93,011 113,606 405,965 423,975 75,060 136,911 541,537
Provident Fund contribution - - 113,232 - - -

2,721,661 1,953,602 3,645,595 4,254,110 2,955,060 1,806,908 3,133,237 -

Number of persons 1 7 1 2 1 7 1 0



39.1

39.2

39.3

40.

Pak-Gulf Leasing NOTES TO THE FINANCIAL STATEMENTS
i Companv Limited FOR THE YEAR ENDED JUNE 30, 2018

The executives of the Company are also entitled to free use of Company owned and maintained
vehicles.

The amount charged in the financial statements as the fee of directors for attending a Board
of Directors meeting was Rs. 40,000 per meeting.

The current and corresponding year figures include remunerations of Company’s Executives
whose basic salary exceeds twelve hundred thousand rupees in a financial year.

TRANSACTIONS AND BALANCES WITH RELATED PARTIES

The Company has related party relationships with the companies with common directorship,
directors of the Company, key management personnel and employee's contribution plan (provident
fund).

Contributions to the provident fund are made in accordance with the terms of employment.

Salaries and allowances of the key management personal are in accordance with the terms of
employment. Other transactions are at agreed terms.
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Nature of transaction Relation with 2018 2017
the Company ... RUPEES wmmmemmamnann
Certificates of investment
Issued during the year
Board of Directors Directorship - 152,000,000
Close relatives(s) of Director(s) Descendant(s) of Director(s) - 10,000,000
Rolled over during the year
Board of Directors Directorship 264,086,299 182,264,097
Close relatives(s) of Director(s) Spouse(s) and Descendant(s)
of Directors 108,738,163 91,434,854
Repaid during the year
Board of Directors Directorship 57,500,000 12,400,000
Close relatives(s) of Director(s) Parent(s) and Descendant(s)
of Directors - 37,790,904
Financial Charges
Board of Directors Directorship 17,566,731 14,006,967
Close relatives(s) of Director(s) Parent(s), Spouse(s) and
Descendant(s) of Director(s) 8,473,057 8,540,909
Finance Lease
Rental received / adjusted
Board of Directors Directorship 568,326 705,348
Saira Industries (Private) Limited Associated undertaking
(Common Director) 1,860,404 1,907,904
Office rent
Rent paid during the year
Unibro House Associated undertaking 3,260,950 2,964,500
(Common Director)
Prepaid rent charged as expense
during the year
Unibro House Associated undertaking 3,395,700 3,062,500
(Common Director)
Gross dividend
Gross dividend Paid during the year
Board of Directors Directorship 5,838,559 3,892,373
Close relative(s) of Director(s) Spouse(s) and Descendant(s)
of Directors 5,481,867 3,536,673
Unibro Industries Limited Associated undertaking
(Common Director) 1,124,839 749,893
Mid-East Agencies (Private) Limited Associated undertaking
(Common Director) 965,245 643,497
Contribution to Staff Retirement
Benefit Plan
Contribution charge for the year
Pak-Gulf Leasing Company Limited -  Staff retirement 1,173,246 977,866
Employees’ Provident Fund benefit plan
Contribution paid for the year
Pak-Gulf Leasing Company Limited -  Staff retirement 1,128,216 977,866

Employees’ Provident Fund

benefit plan
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2018 2017
---------- Rupees -------x-----
40.1  vYear ended balances
Certificates of investment 342,824,462 377,298,950
Accrued mark-up on
Certificates of investment 9,893,585 10,404,978
Net investment in finance lease 1,295,732 5,884,886
Security deposit (in respect of
finance lease) 1,320,000 2,500,700
Prepaid rent 1,482,250 1,617,000
Security deposit (in respect of
rented office premises) 245,000 245,000

40.2 The details of compensation paid to key management personnel are shown under the heading
of "Remuneration Of Chief Executive Officer, Executive And Non-Executive Directors And
Executives (note 39)". There are no transactions with key management personnel other than
under their terms of employment.

40.3 All transactions with related parties have been carried out on commercial terms and conditions.

41. PROVIDENT FUND DISCLOSURE

The Company operates approved funded contributory provident fund for both its management
and non management employees. Details of net assets and investments of the fund is as follows:

2018 2017
(Un-audited) (Audited)
S ddeeeeeae. Rupees --eemeamaiann
Size of the fund - Net assets 4,954,634 4,962,191
Cost of investments made 252,000 252,000
Percentage of the investments made 5% 5%
Fair value of the investments made 603,281 684,072
The breakup of the fair value of the investments is:
2018 2017

Rupees % Rupees %

Mutual Funds 603,281 100 684,072 100

The management, based on the un-audited financial statements of the Fund, is of the view that
the investments out of provident fund have been made in accordance with the provisions of
Section 218 of the Companies Act, 2017 and Rules formulated for this purpose.

Note 2018 2017
42. CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise of the following items:

Cash and bank balances 8 15,600,826 63,565,215
Short term borrowings 23 (387,568,906) (189,523,769)
(371,968,080) (125,958,554)
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RECONCILIATION OF MOVEMENT OF LIABILITIES TO CASH FLOWS ARISING FROM
FINANCING ACTIVITIES

Description Liabilities
Certificates of Total
Long-term loan :
investments

------------------ ---- Rupees--eeemmmeamcannnnas
Balance as at July 1, 2017 37,499,999 404,130,173 441,630,172
Repayment of long-term loan (16,666,668) - (16,666,668)
Issued and rolled forward during the year - 33,247,371 33,247,371
Payments made during the year (59,250,000) | (59,250,000)

(16,666,668)  (26,002,620) (42,669,297)
Balance as at June 30, 2018 20,833,331 378,127,544 398,960,875

FINANCIAL RISK MANAGEMENT
Introduction and overview
The Company has exposure to the following risks from its use of financial instruments:

- Credit risk

- Liquidity risk

- Market risk

Risk management framework

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

The Company’s risk management policies are established to identify and analyse the risks faced
by the Company, to set appropriate risk limits and controls, and to monitor risks and adherence
to limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Company’s activities. The Company, through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment
in which all employees understand their roles and obligations.

Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation
or commitment that it has entered into with the Company, resulting in a financial loss to the
Company. The risk is generally limited to principal amounts and accrued interest thereon, if any,
and arises principally from the Company's receivables from customers and balances with the
banks.

Management of credit risk
The Company's policy is to enter into financial contracts in accordance with the internal risk
management policies and the requirements of the NBFC Rules and Regulations. The Company

attempts to control credit risk by monitoring credit exposures, limiting transactions with specific
counter parties, and continually assessing the credit worthiness of counter parties.
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In summary, compared to the maximum amount included in the statement of financial position,
the maximum exposure to credit risk as at June 30, 2018 is as follows:

Cash and bank balances

Investments

ljarah rental receivables

Advance to employees

Accrued markup /
return on investment

Net Investment in
finance lease

Diminishing musharaka
receivable

Other receivable - net

Long-term deposits

2018 2017
Sta_temerjt of Maximum Sta_temerjt of Maximum
Financial exposure Financial exposure
Position Position
-------------------- Rupees -----===-=-emeucmn--
15,600,826 15,532,549 63,565,215 63,565,036
62,555,748 4,010,055 66,467,011 4,547,082
536,780 536,780 679,544 679,544
225,663 225,663 264,244 264,244
1,031,624 - 1,532,755 244,350

2,248,597,149

1,461,310,241

1,809,756,676 1,196,843,932

19,064,000 19,064,000 - -
5,247,451 5,247,451 3,150,904 3,150,904
300,460 300,460 300,460 300,460

2,353,159,701 1,506,227,199 1,945,716,809 1,269,595,552

Differences in the balances as per statement of financial position and maximum exposures
in investments and investment in finance lease were due to the fact that investments of
Rs.58.55 million (2017: Rs. 61.92 million) relates to investments in Government securities
and investment in finance lease includes Rs. 787.287 million (2017: Rs. 612.913 million)
relating to security deposit which are not considered to carry credit risk.

44.2.3 Credit ratings and Collaterals

Details of the credit ratings of balances with the banks as at 30 June were as follows:

Ratings

AAA
AA+
AA
AA-
A+
A

A-

44.2.4 Description of Collateral held

2018 2017
0.42% 0.63%
89.46% 73.38%
0.61% 0.17%
0.80% 1.41%
8.58% 0.00%
0.00% 24.38%
0.13% 0.03%
100.00% 100.00%

The Company's leases are secured against assets leased out and post dated cheques. In a few
leases additional collateral is also obtained.
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Aging analysis of net investment in finance lease
2018
Carrying Amount on Amount on Impairment
Amount which no which recognised
impairment impairment
recognised recognised
Past due ~  mmmmemeeeeeeeeeeeeieieeees Rupees -------=----mmmmmmmnieeee
Neither over due nor impaired 2,227,396,885 2,227,396,885 - -
1-89days* 16,828,310 16,828,310 - -
90 days - 1 year * 3,929,142 3,929,142 - -
1 year - 2 years 885,632 - 885,632 442,820
2 years - 3 years - - - -
More than 3 years 878,049 - 878,049 878,049
2,249,918,018 2,248,154,337 1,763,681 1,320,869
2017
Carrying Amount on Amount on Impairment
Amount which no which recognised
impairment impairment
recognised recognised
Past due ~ mmemseemsseseseseeeseeeieeones Rupees ----=--==--nsmmmmmnnmnnnons
Neither over due nor impaired 1,796,472,383 1,796,472,383 - -
1-89days* 12,251,309 12,251,309 - -
90 days - 1 year * 1,032,984 1,032,984 - -
1 year - 2 years - - - -
2 years - 3 years - - -
More than 3 years 878,049 - 878,049 878,049
1,810,634,725 1,809,756,676 878,049 878,049

Impairment is recognised by the Company in accordance with NBFC Regulations and
subjective evaluation of investment portfolio is carried out on an ongoing basis.

* No impairment loss has been recorded on these finance leases in accordance with the
requirements of the NBFC Regulations.

Concentration of credit risk - gross investment in finance lease

The Company seeks to manage its credit risk through diversification of financing activities
to avoid undue concentration of credit risk with individuals or groups of customers in
specific locations or business sectors.

The management of the Company follows two sets of guidelines. Internally, it has its own
operating policy duly approved by the Board of Directors whereas externally it adheres
to the regulations issued by the Securities and Exchange Commission of Pakistan. The
operating policy defines the extent of exposures with reference to a particular sector or
group of leases.
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Details of the composition of gross investment in finance lease portfolio of the Company are
given below:

2018 2017
Rupees Percentage Rupees Percentage

Energy, oil and gas 386,318,885 14.65 470,409,194 21.55
Steel, engineering and auto 125,668,092 4.77 158,184,211 7.25
Electrical goods 251,841,246 9.55 234,870,954 10.76
Transport and communication 97,704,542 3.70 61,722,623 2.83
Chemical, fertilizer and
pharmaceuticals 49,077,870 1.86 20,081,903 0.92
Textile 16,289,911 0.62 5,020,476 0.23
Food, tobacco and
beverage 88,627,131 3.36 5,457,039 0.25
Hotels 73,099,950 2.77 136,645,277 6.26
Construction 570,490,802 21.63 389,742,290 17.86
Health care 221,964,689 8.42 38,635,835 1.77
Advertisement 89,716,860 3.40 2,401,097 0.11
Services 239,825,501 9.09 233,190,706 10.68
Packaging 6,237,198 0.24 1,746,252 0.08
Education 153,322,710 5.81 18,133,481 0.83
Media & Entertainment 60,965,834 2.31 309,329,238 14.17
Others 206,066,793 7.81 97,244,978 4.46

2,637,218,014 100.00 2,182,815,554 100.00

Impaired assets

As at June 30, 2018, the Company holds provision against lease receivable held under litigation
and provision against insurance and other receivable amounting to Rs. 24.534 million and
Rs.1.431 million respectively.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial
obligations as they fall due. Liquidity risk arises because of the possibility that the Company
could be required to pay its liabilities earlier than expected or difficulty in raising funds to
meet commitments associated with financial liabilities as they fall due.

Management of liquidity risk

The Company manages liquidity risk by following the internal guidelines of the management
such as monitoring maturities of financial liabilities, continuously monitoring its liquidity
position and ensuring availability of the funds by maintaining flexibility in funding by keeping
committed credit lines available, under both normal and stress conditions, without incurring
unacceptable losses or risking damage to the Company's reputation.

Maturity analysis for financial liabilities

The table below summarises the maturity profile of the Company’s liabilities:
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2018
Total Contractual Upto three thregcr)r:gr:pr?snand or’;/leo;zatlpggd Over five
cash flow months upto Upto years
one year five years
o T L L L LR L L LR L EEEEE Rupees -=========sccmmmncmnnnn
Non derivative financial
liabilities
Trade and other payable 7,474,749 7,474,749 7,474,749
Unclaimed dividend 480,438 480,438 480,438
Accrued mark-up 16,035,582 16,035,582 16,035,582 - -
Certificates of investment 378,127,544 433,487,502 97,280,717 80,163,246 256,043,539
Short term borrowing 387,568,906 387,568,906 227,437,675 160,131,231 -
Long-term loan 20,833,331 22,127,224 4,582,032 8,952,338 8,592,854
810,520,550 867,174,401 353,291,193 249,246,815 264,636,393
2017
Total Contractual Upto three 1hre’(\eA?T:gr}|[]r$\snand or':/éo;getlrr]:rrlnd Over five
cash flow months upto upto years
one year five years
o B e annE LR R RN Rupees ==-===mcmmmmmmmmcnannan,
Non derivative financial
liabilities
Trade and other payable 3.117,089 3,117,089 3,117,089
Unclaimed dividend 287,001 287,001 287,001
Accrued mark-up 12,435,449 12,435,449 12,435,449 -
Certificates of investment 404,130,173 422,890,745 116,754,266 306,136,479
Short term borrowing 189,523,769 189,523,769 139,628,355 49,905,414 -
Long-term loan 37,499,999 _ 41,089,753 4,888,804 14,169,288 22,031,661
646,993,480 _669,343,806 277,110,964 370,211,181 22,031,661

44.3.3 The contractual cash flow relating to the above financial liabilities have been determined on
the basis of mark-up rates effective at year end. The rates of mark-up have been disclosed
in notes 22 to 24 to these financial statements.

44 .4 Market risk

Market risk is the risk that changes in market prices, such as interest rates, equity prices,
foreign exchange rates and credit spreads (not relating to changes in the obligor’s/issuer’s
credit standing) will affect the Company’s income or the value of its holdings of financial
instruments.

44.4.1 Management of market risk

The objective of market risk management is to manage and control market risk exposures
within acceptable parameters, while optimising the return on risk. The Company manages the
market risk by monitoring exposure on marketable securities by following internal risk management
policies and regulations laid down by the Securities and Exchange Commission of Pakistan.
The Company is exposed to interest rate and other price risk only.

44.4.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Majority of the interest rate exposure
arises on investment in finance lease, investment in government securities, bank balances and
borrowing from banks. The Company carries a mix of fixed and floating rate financial instruments.

At June 30, details of the interest rate profile of the Company's interest bearing financial
instruments were as follows:
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Carrying amount

2018 2017
Fixed rate instruments ~~ eeeeeeeeeeee- Rupees ------u--u---
Financial assets 61.213.314 64.985.754
Financial liabilities 378,127,544 404,130,173
Variable rate instruments
Financial assets 2.268.197.929 _1.809.756.676
Financial liabilities 408,402,237 227,023,768

44.4.2.1Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financial assets and liabilities at fair value
through profit and loss. Therefore, a change in interest rates at the reporting date would not
affect profit and loss account.

44.4.2.2 Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points (bps) in interest rates at the reporting date would have increased
(decreased) equity and profit or loss by the amounts shown below. This analysis assumes
that all other variables, in particular foreign currency rates, remain constant. The analysis

is performed on the same basis for 2017.
Profit and loss

100 bp 100 bp
increase decrease
------------ Rupees ----=--=---
As at June 30, 2018
Cash flow sensitivity - variable rate instruments 18,597,957 (18,597,957)
As at June 30, 2017
Cash flow sensitivity - variable rate instruments 15,827,329 15,827,329

The sensitivity analysis prepared as of June 30, 2018 is not necessarily indicative of the
impact on the Company's net assets of future movements in interest rates and profit for
the year and assets / liabilities of the Company.

44.4.2.3 Yield / interest rate sensitivity position for on statement of financial position financial instruments
based on the earlier of contractual repricing or maturity date is as follows:
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2018
) Exposed to mark-up / interest / profit rate risk
E]f;?ﬁlljvpe/ More than More than . ’;‘gtr:;Pk?Se?
interest/ Total Upto three three months and  one year and Over five interest P
profit rate months upto _upto years profit rate
one year five years risk
: ) Percent  ==sssseseeeeeeeeeeeeeeeaa Rupees ==--=seeccceccnccccncncccacnnann.
Financial assets (%)
Cash and bank balances 5-6.7 15,600,826 2,667,621 - - - 12,933,205
Short term investments 6.18-6.24 40,386,562 36,376,507 - - - 4,010,055
Other receivables - net - 4,938,451 - - - - 4,938,451
ljarah rentals receivables 12.04-12.88 536,780 536,780 -
Advance to employees - 225,663 - 225,663
Accrued mark-up / return on
investments - 1,031,624 - - - - 1,031,624
Net investment in finance lease
(net of security deposit) 9.93-31.46 | 1,461,310,241 136,840,037 416,582,387 876,603,608 31,284,209
Diminishing musharaka receivable 12.45 19,064,000 1,099,834 3,574,503 14,389,663 -
Long-term investments 9.25-115 22,169,186 16,045,277 - 6,123,909 -
Long-term deposits - 300,460 - - - - 300,460
1,565,563,793 193,566,056 420,156,890 897,117,180 31,284,209 23,439,458
Financial liabilities
Trade and other payables - 7,474,749 - - - - 7,474,749
Unclaimed dividend - 480,438 - - - - 480,438
Accrued mark-up - 16,035,582 - - - - 16,035,582
Certificates of investment 75-85 378,127,544 96,564,037 77,029,599 204,533,908 -
Short term borrowings 8.43-9.43 387,568,906 227,437,675 160,131,231 -
Long-term loan 791 20,833,331 4,166,667 12,500,001 4,166,663 -
810,520,550 328,168,379 249,660,831 208,700,571 - 23,990,769
On statement of financial position gap 755,043,243 (134,602,323) 170,496,059 688,416,609 31,284,209 (551,311)
2017
. Exposed to mark-up / interest / profit rate risk
Eg?ﬁtals/ More than More than ) ’;‘gﬁﬁ;ﬁgse?
interest/ Total Upto three three months and one year and Over five interest/p
profit rate months upto _ upto years profit rate
one year five years risk
) ) Percent  =sesesececcceecececnceeeaaaaa, RUpEesS =====cereccccccancacncneancnanen..
Financial assets (%)
Cash and bank balances 4-57 63,565,215 7,388,146 - - - 56,177,069
Short term investments 5.70-5.95 39,299,748 13,446,682 21,305,984 - - 4,547,082
Other receivables - net - 2,905,904 - - 2,905,904
ljarah rentals receivables 12.04-12.88 679,544 679,544 -
Advance to employees - 264,244 - 264,244
Accrued mark-up / return on
investments - 1,532,755 - - - - 1,532,755
Net investment in finance lease
(net of security deposit) 8.08-21.62 | 1,196,843,932 105,333,957 321,430,754 738,795,012 31,284,209
Long-term investments 9.25-115 27,167,263 5,001,865 - 22,165,398 - -
Long-term deposits - 300,460 - - - - 300,460
1,332,559,065 131,850,194 342,736,738 760,960,410 31,284,209 65,727,514
Financial liabilities
Trade and other payables - 3,117,089 - - - - 3,117,089
Unclaimed dividend - 287,001 - - - - 287,001
Accrued mark-up - 12,435,449 - - - - 12,435,449
Certificates of investment 75-8 404,130,173 116,078,393 288,051,780 -
Short term borrowings 7.62 -8.62 189,523,769 139,618,355 49,905,414 - -
Long-term loan 7.64 37,499,999 4,166,667 12,500,001 16,666,668 4,166,663 -
646,993,480 259,863,415 350,457,195 16.666.668 4,166,663 15,839,539
On statement of financial position gap 685,565,585 (128,013,221) (7,720,457) 744,293,742 27,117,546 49,887,975

The effective mark-up / interest / profit rate for each of the monetary financial instrument is as indicated above.
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44.4.3 Financial instruments by category

Particulars

Financial assets
Cash and bank balances
Short term investments
Other receivables - net
ljarah rentals receivable
Advance to employees
Accrued markup /

return on investments
Net investment in finance lease
(net of security deposit)
Diminishing musharaka receivable
Long-term investments
Long-term deposits

Financial Liabilities
Trade and other payables
Unclaimed dividend
Accrued mark-up
Certificates of investment
Short term borrowings
Long-term loan

Particulars

Financial assets
Cash and bank balances
Short term investments
Other receivables - net
ljarah rentals receivable
Advance to employees
Accrued markup /

return on investments
Net investment in finance lease
(net of security deposit)
Long-term investments
Long-term deposits

Financial Liabilities
Trade and other payables
Unclaimed dividend
Accrued mark-up
Certificates of investment
Short term borrowings
Long-term loan

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

2018
Financial assets ) )
Loans and Held to ‘at fair value Financial assets Total
receivables maturity through profit ‘available for sale'
or loss'
------------------------ Rupees =======mmaaaaaaaaaaaaaan.
15,600,826 - 15,600,826
- 36,376,507 - 40,386,562
4,938,451 - 4,010,055 4,938,451
536,780 - 536,780
225,663 225,663
1,031,624 1,031,624
1,461,310,241 1,461,310,241
19,064,000 - 19,064,000
- 22,169,186 22,169,186
300,460 - - 300,460
1,503,008,045 58,545,693 4,010,055 1,565,563,793
ot 10 value througn Other financial o
profit or loss'
------------------------ Rupees ==============m==--omnn-
- 7,474,749 7,474,749
480,438 480,438
16,035,582 16,035,582
378,127,544 378,127,544
387,568,906 387,568,906
20,833,331 20,833,331
810,520,550 810,520,550
2017
Financial assets ) .
Loans and Held to ‘at fair value Financial assets Total
receivables maturity through profit ‘available for sale'
or loss'
------------------------ Rupees ====---ccccmmmmmmnaaan..
63,565,215 - - 63,565,215
- 34,752,666 4,547,082 39,299,748
2,905,904 - - 2,905,904
679,544 679,544
264,244 264,244
1,532,755 1,532,755
1,196,843,932 - 1,196,843,932
- 27,167,263 27,167,263
300,460 - - 300,460
1,266,092,054 61,919,929 4,547,082 1,332,559,065

Financial liabilities

Other financial

‘at fair value through liabilities Total
profit or loss'
------------------------ Rupees ===========msmmmmmseme
- 3,117,089 3,117,089
287,001 287,001
12,435,449 12,435,449
404,130,173 404,130,173
189,523,769 189,523,769
37,499,999 37,499,999
646,993,480 646,993,480
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Pak-Gulf Leasing  NOTES TO THE FINANCIAL STATEMENTS
Company Limited FOR THE YEAR ENDED JUNE 30, 2018

Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest risk or currency risk)
whether those changes are caused by factors specific to the individual financial instrument or
its issuer, or factors affecting all similar financial instruments traded in the market. Presently, the
Company is not exposed to equity securities price risk as the Company does not hold any equity
securities as at June 30, 2018.

However, the Company holds National Investment Trust units, exposing the Company to cash
flow market risk. In case of one percent increase / decrease in the net assets value of such units
as on June 30, 2018, with all other variables held constant, the net assets of the Company and
total comprehensive income for the year would have been higher / lower by Rs. 40,101 (2017:
Rs. 45,471).

CAPITAL RISK MANAGEMENT
The Company's prime objective when managing capital is to safeguard its ability to continue as
a going concern in order to provide adequate returns for shareholders and benefits for other

stakeholders and to maintain an optimal capital structure to reduce its cost of capital.

Consistent with others in the industry, the Company monitors capital on the basis of the gearing
ratio. This ratio is calculated as total debt divided by total capital employed:

2018 2017
------------- Rupees -----------
Total debt 786,529,781 631,153,941
Total equity 727,035,813 675,957,090
Total capital employed 1,513,565,594 1,307,111,031
Gearing ratio 51.97% 48.29%

Financial risk management objectives and policies

The Company finances its operations through equity, borrowings and management of its working
capital with a view to maintaining an appropriate mix between various sources of finance to
minimise liquidity risk. Taken as a whole, the Company's risk arising from financial instruments
is limited as there is no significant exposure to price and cash flow risk in respect of such
instruments.

SEGMENT INFORMATION

The Company has two primary reporting segments namely, "Finance lease" and "Islamic finance",
based on the mode of finance, related risks and returns associated with the segments and
reporting of income and expenditure in accordance with the applicable accounting standards as
disclosed in Note 3.1. Other operations, which are not deemed by management to be sufficiently
significant to disclose as separate items and do not fall into the above segment categories, are
reported under “Others”.
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2018
Finance Islamic Others Total
lease finance

------------------------------- Rupees ----=--cemmcemmcmancaannann
Segment revenue 152,193,255 26,024,386 22,162,554 200,380,195
Administrative and operating expenses 26,758,385 20,746,721 4,461,332 51,966,438
Segment result 125,434,870 5,277,665 17,701,222 148,413,757
Provision for Workers’ Welfare Fund (1,645,118)
Unallocated expenses (18,348,725)
Result from operating activities 128,419,914
Finance cost (47,817,535)
Provision for taxation (11,233,987)
Profit for the year 69,368,392
Other Information -
Segment assets 2,252,081,402 51,597,549 214,700,243 2,518,379,194
Unallocated assets 30,438,201
Total assets 2,548,817,395
Segment liabilities 804,345,704 9,250,032 7,439,098 821,034,834
Unallocated liabilities 1,000,746,748
Total liabilities 1,821,781,582
Capital expenditure - - - -
Depreciation - 18,931,588 - 18,931,588
Unallocated Capital expenditure 5,554,659
Unallocated Depreciation 2,461,719

Finance Islamic Others Total
lease finance

------------------------------- Rupees ----=--cemmmmmmmancaaannan
Segment revenue 115,658,452 37,426,037 19,126,922 172,211,411
Administrative and operating expenses 20,063,157 32,038,231 6,672,346 58,773,734
Segment result 95,595,295 5,387,806 12,454,576 113,437,677
Provision for Workers’ Welfare Fund (1,336,765)
Unallocated expenses (16,370,501)
Result from operating activities 95,730,411
Finance cost (30,228,944)
Provision for taxation (18,425,258)
Profit for the year 47,076,209
Other Information -
Segment assets 1,811,426,664 51,368,615 216,245,912 2,079,041,191
Unallocated assets 72,220,146
Total assets 2,151,261,337
Segment liabilities 623,540,843 14,772,354 7,677,591 645,990,788
Unallocated liabilities 829,313,459
Total liabilities 1,475,304,247
Capital expenditure - - - -
Depreciation - 30,076,571 3,088,800 33,165,371
Unallocated Capital expenditure 1,288,794
Unallocated Depreciation 2,402,753
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FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction. The carrying values of the financial
assets and financial liabilities approximate their fair values except for investments held to maturity
and leases at fixed rate of return. The fair value of leases at fixed rate of return cannot be
reasonably estimated due to absence of market for such leases. The fair value of held to maturity
investments is disclosed in note 9 and note 14.

The Company's accounting policy on fair value measurements is discussed in note 5.1.

The Company measures fair values using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical
assets or liabilities.

Level 2: Fair value measurements using inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly
(i.e. derived from prices).

Level 3: Fair value measurements using inputs for the asset or liability that are not based on
observable market data (i.e. unobservable inputs).

As at June 30, 2018, short term investments - available for sale amounting to Rs. 4.01 million
(2017: Rs. 4.55 million), mentioned in note 9, were categorised in level 1. Revaluation rates
announced by Mutual Funds Association of Pakistan (MUFAP) are used to determine fair value
of investment in mutual funds categorised as 'available for sale'.

Transfer between levels of the fair value hierarchy are recognised at the end of the reporting
year during which the changes have occurred. However, there were no transfers between levels
of fair value hierarchy during the year.

NON-ADJUSTING EVENTS AFTER THE STATEMENT OF FINANCIAL POSITION DATE

The Board of Directors in its meeting held on September 25, 2018 proposed a final dividend of
Rs. 1.25 per share (2017: Rs. 0.75 per share) for the year ended June 30, 2018, amounting to
Rs. 31.71 million (2017: Rs. 19.03 million) for approval of members at the Annual General
Meeting to be held on October 23, 2018. These financial statements do not reflect the impact
of this proposed dividend.

Under section 5A of the Income Tax Ordinance, 2001 (the Ordinance), every public company is
obliged to pay tax at the rate 5% on its accounting profit before tax if it derives profit for a tax
year but does not distribute at least 20% of its after tax profits within six months of the end of
the tax year through cash.

Based on the above fact, the Board of Directors of the Company has proposed final cash dividend
amounting to Rs. 31.71 million for the financial and Tax Year 2018 which exceeds the
prescribed minimum dividend requirement as referred above. Accordingly, no further tax provision
has been recorded under section 5A of the Ordinance.
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49. CORRESPONDING FIGURES
Following corresponding figures have been rearranged and reclassified for the purpose of
presentation and comparison in accordance with the Companies Act, 2017:
Reclassified from Reclassified to 2017 2016
(Rupees)
Trade and other payables Unclaimed dividend 287,001 180,544
(presented on the face of
statement of financial position)
50. DATE OF AUTHORISATION FOR ISSUE
These financial statements were authorised for issue on September 25, 2018 by the Board of
Directors of the Company.
Chief Executive Officer Director Chief Financial Officer
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Pak-GulfLeasing PATTERN OF SHAREHOLDING

Company Limited AS OF JUNE 30, 2018
No. of Having Shares Shares Percentage
Share Holders From To Held %

62 1 100 773 0.0030
22 101 500 9862 0.0389
25 501 1000 19078 0.0752
31 1001 5000 66788 0.2633
3 5001 10000 23788 0.0938

3 10001 15000 39686 0.1564

3 15001 20000 53475 0.2108

2 20001 25000 49690 0.1959

2 25001 30000 50736 0.2000

1 30001 35000 32500 0.1281

1 45001 50000 49950 0.1969

4 55001 60000 22941 0.9036

1 90001 95000 94080 0.3708

1 100001 105000 100831 0.3974

1 115001 120000 116787 0.4603

1 120001 125000 122127 0.4814

1 125001 130000 128560 0.5067

2 195001 200000 399800 1.5759

3 340001 345000 1030563 4.0622

1 495001 500000 500000 1.9708

2 685001 690000 1374084 5.4162

1 795001 800000 799899 3.1530

1 810001 815000 813885 3.2081

1 1145001 1150000 1148770 4.5281

1 1285001 1290000 1286994 5.0729

1 1495001 1500000 1499785 5.9117

1 1685001 1690000 1689434 6.6592

1 2450001 2455000 2451090 9.6614

2 3615001 3620000 7234150 28.5148

1 3950001 3955000 3953394 15.5831
182 Total 25369800 100.0000
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Pak-Gulf Leasing
Company, Limited

CATEGORIES OF SHAREHOLDERS
AS AT JUNE 30, 2018

Category of

Share

Total Share

Number . Percentage
shareholder Held holding g
Associated
companies, undertaking and
related parties
Unibro Industries Ltd 1,499,785
Mid East Agencies (Pvt) Ltd 1,286,994
Total 2 2,786,779 10.98
NIT and ICP - - - -
Director, chief executive & their
spouse and minor children
Mr. Sohail Inam Ellahi 2,451,090
Mr. Pervez Inam 3,953,394
Mr. Fawad S. Malik 1,348,670
Mrs. Attega Fawad 75,005
Mr. Ismail H. Ahmed 500
Brig. Naveed Nasar Khan (Retd.) 500
Mr. Rizwan Humayun 600
Mr. Shaheed H Gaylani 24,845
Lt. Col. Saleem Ahmed Zafar (Retd.) 5,146
Total 9 7,859,750 30.98
Executives - - - -
Public Sector Companies 1 1 1 0.00
Banks, DFIs, NBFCs, Insurance
Companies, Modaraba and Mutual
Funds
Bank of Punjab 1 799,899 799,899 3.15
Foreign Companies
Individuals 164 13,921,244 13,921,244 54.88
Others 5 2,127 2,127 0.01
Total 182 25,369,800 | 25,369,800 100
Holding 5% or more
Mr. Pervez Inam 3,953,394 15.58%
Mr. Muhammad Ali Pervez 3,617,075 14.26%
Mr. Hassan Sohail 3,617,075 14.26%
Mr. Sohail Inam Ellahi 2,451,090 9.66%
Mr. Javed Inam Ellahie 1,689,434 6.66%
Unibro Industries Ltd 1,499,785 5.91%
Mid East Agencies (Pvt.) Ltd 1,286,994 5.07%
Mr. Fawad S Malik 1,348,670 5.32%
19,463,517 76.71%

Total
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fsi=:= Dak-Gulf Leasing Proxy Form
=2 Company Limited

1/We of

being member(s) of

PAK-GULF LEASING COMPANY LIMITED holding ordinary shares as per Registered

Folio No./CDC Alc No. (for members who have shares in CDS)

hereby appoint of

or failing him/her

of

as my/our Proxy to attend and vote for me/us and on my/our behalf at the 25" Annual General Meeting

to be held on Tuesday, October 23, 2018 at 4:30 p.m. and at any adjournment thereof.

As witness my/our hand this day of 2018.
Signed by in presence of
Please affix
Rs. 5/- Revenue
Stamp
Signature and address of witness Signature of Member(s)
Share Folio No. Share Folio No.

A member entitled to attend, speak and vote at a General Meeting is entitled to appoint a proxy to
attend, speak and voter for him/her. A proxy must be a member of the Company.

The instrument appointing a proxy shall be in writing under the hand of the appointer of this attorney
duly authorised in writing if the appointer is a corporation under its common seal or the hand of an
officer or attorney duly authorised.

The instrument appointing a proxy together with the Power of Attorney if any under which it is signed
or a notarially certified copy thereof, should be deposited at the Company’s Registered Office not later
than 48 hours before the time of holding the meeting.
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