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Chairman’s
Message

Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42
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     

               









 



 














  


     




     






Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42








Directors’
Report

●

●

●

 2017
Rupees



Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42









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
             
 




              


   


●

●

●

 



Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42

              



         







              


              



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



●

●

●



Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42

               


     




                
              








  
         

               













             






               









  
                





●

●

●

 



Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42



●

●

●









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




    
      



               
             

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







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

   
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          
          
    

             









Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42





       








        
                









     



















            
             

   







●

●

●

 



Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42





              



              
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             







           
         




●

●

●



Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42


     




      

     
      


              

    









              




   

             
            


          










 

             
              



●

●

●

 







● 
           



● 
● 





              
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





• 
• 
• 
• 
• 
• 




 




          


             
           


               


 

 


 

 


 


 


 


    
    

 
    

 
    
    
    
    

 



Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42

●

●

●



    
    

 
    
    
    
    
    
    
    
    
    
    
    






    
    

 
    

 
    
    
    
    
    


             
             



           
             




              



   

   
   
   
   
   
   



Profit before taxation   1,719,753,685  1,158,009,963

Taxation      340,130,650     316,765,918

Profit for the year after taxation   1,379,623,035     841,244,045

Appropriations: transfer to statutory reserve     275,924,607   42,062,202

  (Restated)

Earnings per share – basic and diluted        10.11  9.42

●

●

●













   
   
   
   
 







   
   
   
   
   









 
     


 
 


 









     

           



 











  
     











              




  
 





 



 













 







  







  










Statement of Compliance




 
  
  

 

 
 
 
 
 
 
 
 
 

3. The directors have confirmed that none of them is serving as a director in more than five 



 



        
significant policies of the Company. A complete record of particulars of significant policies 


6. All the powers of the Board have been duly exercised and decisions on relevant matters 

of the Companies Act 2017 and these Regulations. 

 
the requirements of Companies Act 2017 and the Regulations with respect to frequency, 


 
Directors in accordance with the Companies Act 2017 and the Regulations. 

          
  


 
Audit, including their remuneration and terms and conditions of employment and complied 


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

 a) Six meetings of the Board Audit Committee (at least one in each quarter)

15. The Board has set up an effective internal audit function, with suitably qualified and 

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 Institute of Chartered Accountants of 
Pakistan (ICAP), and registered with the 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 the International 
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by ICAP.

provide other services except in accordance with the Companies Act 2017, these regulations 
or any other regulatory requirement and the auditors have confirmed that they have observed 
IFAC g





     

 CFO and CEO duly endorsed the financial statements before approval of the Board. 

 The Board has formed its committees comprising of members given below:

 

  
  
  
  

  
  
  

 termsofreferenceofaforesaidcommitteeshavebeenformed,documented
advised to the respective committees for compliance. 

 The frequency of meetings of the committees was as follows: 

  Six meetings of the Board Audit Committee (at least one in each quarter)

 b) meeingfBHumanResource,NominaionRemuneraionCommitte
(one in each quarter)

 B  up  ffective internalaudit function,with suitablyqualified 
xperiencperfpurpowhoconvwipolicieproc
of the Company. 

 audifcompanyhaveconfirmedhavebeengivenisfac
ratingqualitycontrolreviewprogramofInstituteofAccountantsof 
Pakistan(ICAP),registeredwithAuditOversightBoardofPakistan,
of partnerof  firm, their pouminorchildren   of 
Company,   firm itspartners incompliancewith  International 
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by ICAP.

 auditors personsassociatedwith themhavebeenappointed 
providevicxceptincccwithCompanieAc,regulation
regularequiremenaudivcfirmedvobv
IFAC g

 

     
      
      





Notice of Annual General Meeting

       

     




1. To receive, consider and adopt Audited Financial Statements of the Company for the year 

ended June 30, 2018, the report of the Auditors thereon and the report of the Directors.

 


3. To appoint auditors of the Company for the financial year 2018-19 and fix their remuneration. 
The present auditors, Messrs KPMG Taseer Hadi & Co., Chartered Accountants, retire and 




 


Share Premium Account by passing the following ordinary resolution:

 





 

not be entitled for final cash dividend for the year ended June 30, 2018.

 




  the Chief Executive Officer and Company Secretary be 




     
          
purpose, it is proposed to consider and, if thought fit, to pass the following resolutions 
as special resolutions, with or without modifications:

 


           

for investment finance services in accordance with all applicable laws, rules and 
     

Finance Companies and Notified Entities Regulations, 2008 (as may be amended from 

time to time) subject to the terms and conditions specified by the Commission from 

for the time being in force or as may be specified by the Commission.

Association or any unlawful operation;

activities/businesses or any lottery business; and

 the Chief Executive Officer and the Company Secretary of the 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

to consider and, if thought fit, to pass the following resolutions as special resolutions, 
with or without modifications:

the Company’s Articles of Association be and are hereby altered by exclud
ing/deleting Clause 62 and Clause 79 (e) of the Articles of Association. 

 the Company’s Articles of Association shall be amended to incor
porate the requisite changes of revised governing laws, including the Companies Act, 2017. 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

A statement under the Section 134 (3) of the Companies Act, 2017, pertaining to the special 

at the office of the Company’s Share Registrar before close of the business on October 

 THK Associates (Pvt.) Limited

the office of the Company’s Share Registrar not less than 48 hours before the AGM.

Identity Card (CNIC) or passport for identification purpose at the time of attending the 

beneficial owner and the proxy. In case of corporate entity, the Board of Directors’ 

1.5 The Financial Statements for the year ended June 30, 2018 along with the Auditors and 

831(1)/2012 dated July 5, 2012, has made several requests through advertisements in 

3. PA

not already provided) to fill in the Dividend Mandate Form for Electronic Credit of Cash 

4.1 Pursuant to the provisions of the Finance Act 2018 effective July 2018, the rate of 

 i. Rate of tax deduction for filers of income tax return -15%
 ii. Rate of tax deduction for non-filers of income tax return -20%

on the website of FBR, despite the fact that they are filers, are advised to immediately 

will be deducted @ 20% instead of 15%.

valid tax exemption certificate is made available to the Company’s Share Registrar by 
the first day of the book closure.

4.3 Withholding tax will be determined separately on “Filer/Non-filer” status of principal 

requested to send a copy of their NTN certificate to the Company’s Share Registrar. The 
Shareholders while sending NTN or NTN certificates, as the case may be, must quote 

10% or more shareholding, residing at a geographical location, to participate in the 

 The Audited Financial Statements of the Company for the year ended June 30, 2018 

Accordingly, the Annual Report of the Company for the year ended June 30, 2018 is 

of the Act requires the Company to give a 90 days’ notice to the Members to file their 
claims with the Company. Further, SECP vide Direction No. 16 of 2017, issued on July 

Annual General Meeting of the Company.

AGENDA ITEM 4: Bonus Shares 

of PKR 278,424,840/- from Share Premium Account. The proposed bonus shares shall not be 

AGENDA ITEM 5: Amendment in Memorandum of Association 

The Board of Directors recommends amendment in Clause III of the Memorandum of Association 
to bring the Company’s Memorandum of Association in line with the revised format provided by the 
SECP under the Companies Act, 2017. In accordance with Section 32 of the Companies Act, 

to alter the Company’s Memorandum of Association.

AGENDA ITEM 6: Amendment in Articles of Association

The Board of Directors recommends deletion of Articles 62 and 79 (e) of the Company’s Articles of 
Association for reasons detailed below. In addition, it is proposed to incorporate the requisite 
changes of revised governing laws, including the Companies Act, 2017 in the Articles of 
Association. In accordance with Section 38 of the Companies Act, 2017, approval of the 

Company’s Articles of Association.

Further, changes in the Articles of Association of the Company are proposed to incorporate the 
changes required by revised governing laws, including the Companies Act, 2017. Detailed infor

Head Office, (ORIX Building, Plot No. 16, Sector no. 24, Korangi Industrial Area, Karachi) on work

proposed changes will be available for inspection of members at the Annual General Meeting of 



 

1. To receive, consider and adopt Audited Financial Statements of the Company for the year 
ended June 30, 2018, the report of the Auditors thereon and the report of the Directors.

3. To appoint auditors of the Company for the financial year 2018-19 and fix their remuneration. 
The present auditors, Messrs KPMG Taseer Hadi & Co., Chartered Accountants, retire and 

Share Premium Account by passing the following ordinary resolution:

not be entitled for final cash dividend for the year ended June 30, 2018.

 the Chief Executive Officer and Company Secretary be 

purpose, it is proposed to consider and, if thought fit, to pass the following resolutions 
as special resolutions, with or without modifications:

for investment finance services in accordance with all applicable laws, rules and 

Finance Companies and Notified Entities Regulations, 2008 (as may be amended from 

time to time) subject to the terms and conditions specified by the Commission from 


         



 
     
  

for the time being in force or as may be specified by the Commission.

 

        
Association or any unlawful operation;

   
activities/businesses or any lottery business; and

  



 the Chief Executive Officer and the Company Secretary of the 

       
necessary legal and corporate formalities to give effect to this resolution; subject to any change 


 

to consider and, if thought fit, to pass the following resolutions as special resolutions, 
with or without modifications:

the Company’s Articles of Association be and are hereby altered by exclud
ing/deleting Clause 62 and Clause 79 (e) of the Articles of Association. 

 the Company’s Articles of Association shall be amended to incor
porate the requisite changes of revised governing laws, including the Companies Act, 2017. 

      

       
necessary legal and corporate formalities to give effect to this resolution; subject to any change 


 

A statement under the Section 134 (3) of the Companies Act, 2017, pertaining to the special 






 
 
 


at the office of the Company’s Share Registrar before close of the business on October 

 THK Associates (Pvt.) Limited

the office of the Company’s Share Registrar not less than 48 hours before the AGM.

Identity Card (CNIC) or passport for identification purpose at the time of attending the 

beneficial owner and the proxy. In case of corporate entity, the Board of Directors’ 

1.5 The Financial Statements for the year ended June 30, 2018 along with the Auditors and 

831(1)/2012 dated July 5, 2012, has made several requests through advertisements in 

3. PA

not already provided) to fill in the Dividend Mandate Form for Electronic Credit of Cash 

4.1 Pursuant to the provisions of the Finance Act 2018 effective July 2018, the rate of 

 i. Rate of tax deduction for filers of income tax return -15%
 ii. Rate of tax deduction for non-filers of income tax return -20%

on the website of FBR, despite the fact that they are filers, are advised to immediately 

will be deducted @ 20% instead of 15%.

valid tax exemption certificate is made available to the Company’s Share Registrar by 
the first day of the book closure.

4.3 Withholding tax will be determined separately on “Filer/Non-filer” status of principal 

requested to send a copy of their NTN certificate to the Company’s Share Registrar. The 
Shareholders while sending NTN or NTN certificates, as the case may be, must quote 

10% or more shareholding, residing at a geographical location, to participate in the 

 The Audited Financial Statements of the Company for the year ended June 30, 2018 

Accordingly, the Annual Report of the Company for the year ended June 30, 2018 is 

of the Act requires the Company to give a 90 days’ notice to the Members to file their 
claims with the Company. Further, SECP vide Direction No. 16 of 2017, issued on July 

Annual General Meeting of the Company.

AGENDA ITEM 4: Bonus Shares 

of PKR 278,424,840/- from Share Premium Account. The proposed bonus shares shall not be 

AGENDA ITEM 5: Amendment in Memorandum of Association 

The Board of Directors recommends amendment in Clause III of the Memorandum of Association 
to bring the Company’s Memorandum of Association in line with the revised format provided by the 
SECP under the Companies Act, 2017. In accordance with Section 32 of the Companies Act, 

to alter the Company’s Memorandum of Association.

AGENDA ITEM 6: Amendment in Articles of Association

The Board of Directors recommends deletion of Articles 62 and 79 (e) of the Company’s Articles of 
Association for reasons detailed below. In addition, it is proposed to incorporate the requisite 
changes of revised governing laws, including the Companies Act, 2017 in the Articles of 
Association. In accordance with Section 38 of the Companies Act, 2017, approval of the 

Company’s Articles of Association.

Further, changes in the Articles of Association of the Company are proposed to incorporate the 
changes required by revised governing laws, including the Companies Act, 2017. Detailed infor

Head Office, (ORIX Building, Plot No. 16, Sector no. 24, Korangi Industrial Area, Karachi) on work

proposed changes will be available for inspection of members at the Annual General Meeting of 



1. To receive, consider and adopt Audited Financial Statements of the Company for the year 
ended June 30, 2018, the report of the Auditors thereon and the report of the Directors.

3. To appoint auditors of the Company for the financial year 2018-19 and fix their remuneration. 
The present auditors, Messrs KPMG Taseer Hadi & Co., Chartered Accountants, retire and 

Share Premium Account by passing the following ordinary resolution:

not be entitled for final cash dividend for the year ended June 30, 2018.

 the Chief Executive Officer and Company Secretary be 

purpose, it is proposed to consider and, if thought fit, to pass the following resolutions 
as special resolutions, with or without modifications:

for investment finance services in accordance with all applicable laws, rules and 

Finance Companies and Notified Entities Regulations, 2008 (as may be amended from 

time to time) subject to the terms and conditions specified by the Commission from 

for the time being in force or as may be specified by the Commission.

Association or any unlawful operation;

activities/businesses or any lottery business; and

 the Chief Executive Officer and the Company Secretary of the 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

to consider and, if thought fit, to pass the following resolutions as special resolutions, 
with or without modifications:

the Company’s Articles of Association be and are hereby altered by exclud
ing/deleting Clause 62 and Clause 79 (e) of the Articles of Association. 

 the Company’s Articles of Association shall be amended to incor
porate the requisite changes of revised governing laws, including the Companies Act, 2017. 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

A statement under the Section 134 (3) of the Companies Act, 2017, pertaining to the special 





 

 

at the office of the Company’s Share Registrar before close of the business on October 




 THK Associates (Pvt.) Limited
 
 
 
 

 


the office of the Company’s Share Registrar not less than 48 hours before the AGM.

 
Identity Card (CNIC) or passport for identification purpose at the time of attending the 



beneficial owner and the proxy. In case of corporate entity, the Board of Directors’ 

            


 


1.5 The Financial Statements for the year ended June 30, 2018 along with the Auditors and 


 


 

      
831(1)/2012 dated July 5, 2012, has made several requests through advertisements in 
        
    

         


           
     

         


3. PA

            




not already provided) to fill in the Dividend Mandate Form for Electronic Credit of Cash 

4.1 Pursuant to the provisions of the Finance Act 2018 effective July 2018, the rate of 

 i. Rate of tax deduction for filers of income tax return -15%
 ii. Rate of tax deduction for non-filers of income tax return -20%

on the website of FBR, despite the fact that they are filers, are advised to immediately 

will be deducted @ 20% instead of 15%.

valid tax exemption certificate is made available to the Company’s Share Registrar by 
the first day of the book closure.

4.3 Withholding tax will be determined separately on “Filer/Non-filer” status of principal 

requested to send a copy of their NTN certificate to the Company’s Share Registrar. The 
Shareholders while sending NTN or NTN certificates, as the case may be, must quote 

10% or more shareholding, residing at a geographical location, to participate in the 

 The Audited Financial Statements of the Company for the year ended June 30, 2018 

Accordingly, the Annual Report of the Company for the year ended June 30, 2018 is 

of the Act requires the Company to give a 90 days’ notice to the Members to file their 
claims with the Company. Further, SECP vide Direction No. 16 of 2017, issued on July 

Annual General Meeting of the Company.

AGENDA ITEM 4: Bonus Shares 

of PKR 278,424,840/- from Share Premium Account. The proposed bonus shares shall not be 

AGENDA ITEM 5: Amendment in Memorandum of Association 

The Board of Directors recommends amendment in Clause III of the Memorandum of Association 
to bring the Company’s Memorandum of Association in line with the revised format provided by the 
SECP under the Companies Act, 2017. In accordance with Section 32 of the Companies Act, 

to alter the Company’s Memorandum of Association.

AGENDA ITEM 6: Amendment in Articles of Association

The Board of Directors recommends deletion of Articles 62 and 79 (e) of the Company’s Articles of 
Association for reasons detailed below. In addition, it is proposed to incorporate the requisite 
changes of revised governing laws, including the Companies Act, 2017 in the Articles of 
Association. In accordance with Section 38 of the Companies Act, 2017, approval of the 

Company’s Articles of Association.

Further, changes in the Articles of Association of the Company are proposed to incorporate the 
changes required by revised governing laws, including the Companies Act, 2017. Detailed infor

Head Office, (ORIX Building, Plot No. 16, Sector no. 24, Korangi Industrial Area, Karachi) on work

proposed changes will be available for inspection of members at the Annual General Meeting of 



1. To receive, consider and adopt Audited Financial Statements of the Company for the year 
ended June 30, 2018, the report of the Auditors thereon and the report of the Directors.

3. To appoint auditors of the Company for the financial year 2018-19 and fix their remuneration. 
The present auditors, Messrs KPMG Taseer Hadi & Co., Chartered Accountants, retire and 

Share Premium Account by passing the following ordinary resolution:

not be entitled for final cash dividend for the year ended June 30, 2018.

 the Chief Executive Officer and Company Secretary be 

purpose, it is proposed to consider and, if thought fit, to pass the following resolutions 
as special resolutions, with or without modifications:

for investment finance services in accordance with all applicable laws, rules and 

Finance Companies and Notified Entities Regulations, 2008 (as may be amended from 

time to time) subject to the terms and conditions specified by the Commission from 

for the time being in force or as may be specified by the Commission.

Association or any unlawful operation;

activities/businesses or any lottery business; and

 the Chief Executive Officer and the Company Secretary of the 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

to consider and, if thought fit, to pass the following resolutions as special resolutions, 
with or without modifications:

the Company’s Articles of Association be and are hereby altered by exclud
ing/deleting Clause 62 and Clause 79 (e) of the Articles of Association. 

 the Company’s Articles of Association shall be amended to incor
porate the requisite changes of revised governing laws, including the Companies Act, 2017. 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

A statement under the Section 134 (3) of the Companies Act, 2017, pertaining to the special 

 

at the office of the Company’s Share Registrar before close of the business on October 

 THK Associates (Pvt.) Limited

the office of the Company’s Share Registrar not less than 48 hours before the AGM.

Identity Card (CNIC) or passport for identification purpose at the time of attending the 

beneficial owner and the proxy. In case of corporate entity, the Board of Directors’ 

1.5 The Financial Statements for the year ended June 30, 2018 along with the Auditors and 

831(1)/2012 dated July 5, 2012, has made several requests through advertisements in 

3. PA

not already provided) to fill in the Dividend Mandate Form for Electronic Credit of Cash 

   






 


4.1 Pursuant to the provisions of the Finance Act 2018 effective July 2018, the rate of 


 i. Rate of tax deduction for filers of income tax return -15%
 ii. Rate of tax deduction for non-filers of income tax return -20%

 
on the website of FBR, despite the fact that they are filers, are advised to immediately 

will be deducted @ 20% instead of 15%.

 
valid tax exemption certificate is made available to the Company’s Share Registrar by 
the first day of the book closure.

4.3 Withholding tax will be determined separately on “Filer/Non-filer” status of principal 







          

requested to send a copy of their NTN certificate to the Company’s Share Registrar. The 
Shareholders while sending NTN or NTN certificates, as the case may be, must quote 


 

 
  


10% or more shareholding, residing at a geographical location, to participate in the 





 
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
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          
Accordingly, the Annual Report of the Company for the year ended June 30, 2018 is 
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of the Act requires the Company to give a 90 days’ notice to the Members to file their 
claims with the Company. Further, SECP vide Direction No. 16 of 2017, issued on July 

Annual General Meeting of the Company.

AGENDA ITEM 4: Bonus Shares 

of PKR 278,424,840/- from Share Premium Account. The proposed bonus shares shall not be 

AGENDA ITEM 5: Amendment in Memorandum of Association 

The Board of Directors recommends amendment in Clause III of the Memorandum of Association 
to bring the Company’s Memorandum of Association in line with the revised format provided by the 
SECP under the Companies Act, 2017. In accordance with Section 32 of the Companies Act, 

to alter the Company’s Memorandum of Association.

AGENDA ITEM 6: Amendment in Articles of Association

The Board of Directors recommends deletion of Articles 62 and 79 (e) of the Company’s Articles of 
Association for reasons detailed below. In addition, it is proposed to incorporate the requisite 
changes of revised governing laws, including the Companies Act, 2017 in the Articles of 
Association. In accordance with Section 38 of the Companies Act, 2017, approval of the 

Company’s Articles of Association.

Further, changes in the Articles of Association of the Company are proposed to incorporate the 
changes required by revised governing laws, including the Companies Act, 2017. Detailed infor

Head Office, (ORIX Building, Plot No. 16, Sector no. 24, Korangi Industrial Area, Karachi) on work

proposed changes will be available for inspection of members at the Annual General Meeting of 



1. To receive, consider and adopt Audited Financial Statements of the Company for the year 
ended June 30, 2018, the report of the Auditors thereon and the report of the Directors.

3. To appoint auditors of the Company for the financial year 2018-19 and fix their remuneration. 
The present auditors, Messrs KPMG Taseer Hadi & Co., Chartered Accountants, retire and 

Share Premium Account by passing the following ordinary resolution:

not be entitled for final cash dividend for the year ended June 30, 2018.

 the Chief Executive Officer and Company Secretary be 

purpose, it is proposed to consider and, if thought fit, to pass the following resolutions 
as special resolutions, with or without modifications:

for investment finance services in accordance with all applicable laws, rules and 

Finance Companies and Notified Entities Regulations, 2008 (as may be amended from 

time to time) subject to the terms and conditions specified by the Commission from 

for the time being in force or as may be specified by the Commission.

Association or any unlawful operation;

activities/businesses or any lottery business; and

 the Chief Executive Officer and the Company Secretary of the 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

to consider and, if thought fit, to pass the following resolutions as special resolutions, 
with or without modifications:

the Company’s Articles of Association be and are hereby altered by exclud
ing/deleting Clause 62 and Clause 79 (e) of the Articles of Association. 

 the Company’s Articles of Association shall be amended to incor
porate the requisite changes of revised governing laws, including the Companies Act, 2017. 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

A statement under the Section 134 (3) of the Companies Act, 2017, pertaining to the special 

at the office of the Company’s Share Registrar before close of the business on October 

 THK Associates (Pvt.) Limited

the office of the Company’s Share Registrar not less than 48 hours before the AGM.

Identity Card (CNIC) or passport for identification purpose at the time of attending the 

beneficial owner and the proxy. In case of corporate entity, the Board of Directors’ 

1.5 The Financial Statements for the year ended June 30, 2018 along with the Auditors and 

831(1)/2012 dated July 5, 2012, has made several requests through advertisements in 

3. PA

not already provided) to fill in the Dividend Mandate Form for Electronic Credit of Cash 

4.1 Pursuant to the provisions of the Finance Act 2018 effective July 2018, the rate of 

 i. Rate of tax deduction for filers of income tax return -15%
 ii. Rate of tax deduction for non-filers of income tax return -20%

on the website of FBR, despite the fact that they are filers, are advised to immediately 

will be deducted @ 20% instead of 15%.

valid tax exemption certificate is made available to the Company’s Share Registrar by 
the first day of the book closure.

4.3 Withholding tax will be determined separately on “Filer/Non-filer” status of principal 

requested to send a copy of their NTN certificate to the Company’s Share Registrar. The 
Shareholders while sending NTN or NTN certificates, as the case may be, must quote 

10% or more shareholding, residing at a geographical location, to participate in the 
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Accordingly, the Annual Report of the Company for the year ended June 30, 2018 is 




 

    



of the Act requires the Company to give a 90 days’ notice to the Members to file their 
claims with the Company. Further, SECP vide Direction No. 16 of 2017, issued on July 

           

    
          





Annual General Meeting of the Company.

AGENDA ITEM 4: Bonus Shares 



of PKR 278,424,840/- from Share Premium Account. The proposed bonus shares shall not be 





AGENDA ITEM 5: Amendment in Memorandum of Association 

The Board of Directors recommends amendment in Clause III of the Memorandum of Association 
to bring the Company’s Memorandum of Association in line with the revised format provided by the 
SECP under the Companies Act, 2017. In accordance with Section 32 of the Companies Act, 

to alter the Company’s Memorandum of Association.




AGENDA ITEM 6: Amendment in Articles of Association

The Board of Directors recommends deletion of Articles 62 and 79 (e) of the Company’s Articles of 
Association for reasons detailed below. In addition, it is proposed to incorporate the requisite 
changes of revised governing laws, including the Companies Act, 2017 in the Articles of 
Association. In accordance with Section 38 of the Companies Act, 2017, approval of the 
               
Company’s Articles of Association.


Further, changes in the Articles of Association of the Company are proposed to incorporate the 
changes required by revised governing laws, including the Companies Act, 2017. Detailed infor

Head Office, (ORIX Building, Plot No. 16, Sector no. 24, Korangi Industrial Area, Karachi) on work

proposed changes will be available for inspection of members at the Annual General Meeting of 





1. To receive, consider and adopt Audited Financial Statements of the Company for the year 
ended June 30, 2018, the report of the Auditors thereon and the report of the Directors.

3. To appoint auditors of the Company for the financial year 2018-19 and fix their remuneration. 
The present auditors, Messrs KPMG Taseer Hadi & Co., Chartered Accountants, retire and 

Share Premium Account by passing the following ordinary resolution:

not be entitled for final cash dividend for the year ended June 30, 2018.

 the Chief Executive Officer and Company Secretary be 

purpose, it is proposed to consider and, if thought fit, to pass the following resolutions 
as special resolutions, with or without modifications:

for investment finance services in accordance with all applicable laws, rules and 

Finance Companies and Notified Entities Regulations, 2008 (as may be amended from 

time to time) subject to the terms and conditions specified by the Commission from 

for the time being in force or as may be specified by the Commission.

Association or any unlawful operation;

activities/businesses or any lottery business; and

 the Chief Executive Officer and the Company Secretary of the 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

to consider and, if thought fit, to pass the following resolutions as special resolutions, 
with or without modifications:

the Company’s Articles of Association be and are hereby altered by exclud
ing/deleting Clause 62 and Clause 79 (e) of the Articles of Association. 

 the Company’s Articles of Association shall be amended to incor
porate the requisite changes of revised governing laws, including the Companies Act, 2017. 

necessary legal and corporate formalities to give effect to this resolution; subject to any change 

A statement under the Section 134 (3) of the Companies Act, 2017, pertaining to the special 

at the office of the Company’s Share Registrar before close of the business on October 

 THK Associates (Pvt.) Limited

the office of the Company’s Share Registrar not less than 48 hours before the AGM.

Identity Card (CNIC) or passport for identification purpose at the time of attending the 

beneficial owner and the proxy. In case of corporate entity, the Board of Directors’ 

1.5 The Financial Statements for the year ended June 30, 2018 along with the Auditors and 

831(1)/2012 dated July 5, 2012, has made several requests through advertisements in 

3. PA

not already provided) to fill in the Dividend Mandate Form for Electronic Credit of Cash 

4.1 Pursuant to the provisions of the Finance Act 2018 effective July 2018, the rate of 

 i. Rate of tax deduction for filers of income tax return -15%
 ii. Rate of tax deduction for non-filers of income tax return -20%

on the website of FBR, despite the fact that they are filers, are advised to immediately 

will be deducted @ 20% instead of 15%.

valid tax exemption certificate is made available to the Company’s Share Registrar by 
the first day of the book closure.

4.3 Withholding tax will be determined separately on “Filer/Non-filer” status of principal 

requested to send a copy of their NTN certificate to the Company’s Share Registrar. The 
Shareholders while sending NTN or NTN certificates, as the case may be, must quote 

10% or more shareholding, residing at a geographical location, to participate in the 

 The Audited Financial Statements of the Company for the year ended June 30, 2018 

Accordingly, the Annual Report of the Company for the year ended June 30, 2018 is 

of the Act requires the Company to give a 90 days’ notice to the Members to file their 
claims with the Company. Further, SECP vide Direction No. 16 of 2017, issued on July 

Annual General Meeting of the Company.

AGENDA ITEM 4: Bonus Shares 

of PKR 278,424,840/- from Share Premium Account. The proposed bonus shares shall not be 

AGENDA ITEM 5: Amendment in Memorandum of Association 

The Board of Directors recommends amendment in Clause III of the Memorandum of Association 
to bring the Company’s Memorandum of Association in line with the revised format provided by the 
SECP under the Companies Act, 2017. In accordance with Section 32 of the Companies Act, 

to alter the Company’s Memorandum of Association.

AGENDA ITEM 6: Amendment in Articles of Association

The Board of Directors recommends deletion of Articles 62 and 79 (e) of the Company’s Articles of 
Association for reasons detailed below. In addition, it is proposed to incorporate the requisite 
changes of revised governing laws, including the Companies Act, 2017 in the Articles of 
Association. In accordance with Section 38 of the Companies Act, 2017, approval of the 

Company’s Articles of Association.

Further, changes in the Articles of Association of the Company are proposed to incorporate the 
changes required by revised governing laws, including the Companies Act, 2017. Detailed infor
  
Head Office, (ORIX Building, Plot No. 16, Sector no. 24, Korangi Industrial Area, Karachi) on work
  
proposed changes will be available for inspection of members at the Annual General Meeting of 





 

     
  
    
     

    
    
   

     
such share qualification. A Director 
    
    
   

    
    
    
  
    
   
   
    
    
   
  
for qualifying any other Director. A 
    
   
     


79 (e) A Director shall ipso facto cease to 


      

   




     
Act, 2017 explicitly states that only 
    
     
Aforementioned section is 


 

     
     
    


     


 
  
    




 
(3) of the Companies Act 2017, 
    
     
members of the company; 
   


 





Six Years' Financial Summary

       

   

     

     

      

      

      

      

      

Profit before taxation from continuing operations      

Profit after taxation from continuing operations      

rofiftaxa f      

Profit for the year after taxation      

      

    

Statement of Financial Position (Rupees in million)     

     

      

Fixed assets      

      

      

      

      

      

Shareholders' equity      

     

     

     

     

Profitabilty      

Profit before tax over revenue      

      

Return on equity      

      

Income / expense ratio      

     

Liquidity     

      

      

     

     

      

Dividend yeild      

Dividend payout       

      

      

      

      

     

     

Debt /  Equity ratio      

      

      


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

Six Years’ Vertical Analysis


  

  
  

  
  

 

      



  

  
  

  
  

 

     


           
           
             
            
Net investment in finance lease             
            
            
            
Long-term finances and loans             
            
             
          
Short-term finances            
Accrued return on investments and term finances            
            
            
            
            
            
             
Assets classified as held for sale            
             
             
           
           
           
            
           
           
Long-term finances             
            
Long-term certificates of deposit             
            
            
            
Defined benefit obligation             
             
           
            
Accrued interest on loans,term finances and certificates of deposit            
            
            
            
Short term certificates of deposit             
             
            
             
            

           
           
           

           
           
           
            
            
Mark-up on term finance 633 14.15%           
             
           
            
Share of profit of equity accounted undertakings 99 2.21%           
             
             

             
            
             
             

Profit before Provisions and Taxation            
          
         
            
            
            
             

Profit before tax from continuing operations 1,720 38.46%           
             
Profit after taxation from continuing operations  1,380 30.86%          
          
         
            
Profit for the year after taxation 1,380 30.86%           

 We have audited the annexed unconsolidated financial statements of 
(”the Company”), which comprise the unconsolidated statement of financial position as at 30 June 2018, 
and the unconsolidated statement of profit or loss, the unconsolidated statement of comprehensive 
income, the unconsolidated statement of changes in equity, the unconsolidated statement of cash flows 
for the year then ended, and notes to the unconsolidated financial statements, including a summary of 
significant accounting policies and other explanatory information, and we state that we have obtained 

unconsolidated statement of financial position, the unconsolidated statement of profit or loss, the 

and the unconsolidated statement of cash flows together with the notes forming part thereof conform 

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 30 June 2018 and of the profit, other comprehensive 
income, the changes in equity and its cash flows for the year then ended.

 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 Unconsolidated 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 the 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 

 Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the unconsolidated financial statements of the current period. These matters were addressed 
in the context of our audit of the unconsolidated financial statements as a whole, and in forming our 

the Annual Report but does not include the unconsolidated financial statements and our auditor’s report thereon.

Our opinion on the unconsolidated financial statements does not cover the other information and we do not 

In connection with our audit of the unconsolidated financial statements, our responsibility is to read the Other 

unconsolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially 

Management is responsible for the preparation and fair presentation of the unconsolidated financial statements 

Companies Act, 2017(XIX of 2017) and for such internal control as management determines is necessary to 
enable the preparation of unconsolidated financial statements that are free from material misstatement, whether 

In preparing the unconsolidated financial statements, management is responsible for assessing the Company’s 

Board of directors are responsible for overseeing the Company’s financial reporting process.

Our objectives are to obtain reasonable assurance about whether the unconsolidated financial statements as 

conducted in accordance with ISAs as applicable in Pakistan will always detect a material misstatement when 

aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis 
of these unconsolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and 

● Identify and assess the risks of material misstatement of the unconsolidated financial statements, whether 

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 

●

●

●

that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude 

disclosures in the unconsolidated financial statements or, if such disclosures are inadequate, to modify 

● Evaluate the overall presentation, structure and content of the unconsolidated financial statements, 
including the disclosures, and whether the financial statements represent the underlying transactions 

the audit and significant audit findings, including any significant deficiencies in internal control that we identify 

significance in the audit of the unconsolidated financial statements of the current period and are therefore the 

to outweigh the public interest benefits of such communication.

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

 b) the unconsolidated statement of financial position, the unconsolidated statement of profit or loss, 

in equity and the unconsolidated statement of cash flows 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;

purpose of the Company’s business; and
 d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted 

The unconsolidated financial statements of the Company for the year ended 30 June 2017 was audited by 
another firm of Chartered Accountants who had expressed an unmodified opinion thereon dated 18 September 

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Taufiq.



Six Years’ Horizontal Analysis

 

    


      
      


  


 


 


 


 



      


           
           
             
            
Net investment in finance lease             
            
            
            
Long-term finances and loans             
            
             
           
Short-term finances            
Accrued return on investments and term finances            
            
            
            
            
            
             
Assets classified as held for sale             
             
             
           
           

            
           
           
Long-term finances             
           
Long-term certificates of deposit             
            
            
            
Defined benefit obligation             
             
           
            
Accrued interest on loans,term finances and CODs             
            
            
            
Short-term certificates of deposit             
             
            
             
            

           
           
            
            
Mark-up on term finance            
             
           
            
Share of profit of equity accounted undertakings            
             
             
           
             
            
             
             
           
Profit before Provisions and Taxation            

           
            
           
            
             

Profit before taxation from continuing operations             
             
Profit after taxation from continuing operations              
           
           
           
Profit for the year after taxation            

 We have audited the annexed unconsolidated financial statements of 
(”the Company”), which comprise the unconsolidated statement of financial position as at 30 June 2018, 
and the unconsolidated statement of profit or loss, the unconsolidated statement of comprehensive 
income, the unconsolidated statement of changes in equity, the unconsolidated statement of cash flows 
for the year then ended, and notes to the unconsolidated financial statements, including a summary of 
significant accounting policies and other explanatory information, and we state that we have obtained 

unconsolidated statement of financial position, the unconsolidated statement of profit or loss, the 

and the unconsolidated statement of cash flows together with the notes forming part thereof conform 

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 30 June 2018 and of the profit, other comprehensive 
income, the changes in equity and its cash flows for the year then ended.

 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 Unconsolidated 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 the 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 

 Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the unconsolidated financial statements of the current period. These matters were addressed 
in the context of our audit of the unconsolidated financial statements as a whole, and in forming our 

the Annual Report but does not include the unconsolidated financial statements and our auditor’s report thereon.

Our opinion on the unconsolidated financial statements does not cover the other information and we do not 

In connection with our audit of the unconsolidated financial statements, our responsibility is to read the Other 

unconsolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially 

Management is responsible for the preparation and fair presentation of the unconsolidated financial statements 

Companies Act, 2017(XIX of 2017) and for such internal control as management determines is necessary to 
enable the preparation of unconsolidated financial statements that are free from material misstatement, whether 

In preparing the unconsolidated financial statements, management is responsible for assessing the Company’s 

Board of directors are responsible for overseeing the Company’s financial reporting process.

Our objectives are to obtain reasonable assurance about whether the unconsolidated financial statements as 

conducted in accordance with ISAs as applicable in Pakistan will always detect a material misstatement when 

aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis 
of these unconsolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and 

● Identify and assess the risks of material misstatement of the unconsolidated financial statements, whether 

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 

●

●

●

that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude 

disclosures in the unconsolidated financial statements or, if such disclosures are inadequate, to modify 

● Evaluate the overall presentation, structure and content of the unconsolidated financial statements, 
including the disclosures, and whether the financial statements represent the underlying transactions 

the audit and significant audit findings, including any significant deficiencies in internal control that we identify 

significance in the audit of the unconsolidated financial statements of the current period and are therefore the 

to outweigh the public interest benefits of such communication.

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

 b) the unconsolidated statement of financial position, the unconsolidated statement of profit or loss, 

in equity and the unconsolidated statement of cash flows 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;

purpose of the Company’s business; and
 d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted 

The unconsolidated financial statements of the Company for the year ended 30 June 2017 was audited by 
another firm of Chartered Accountants who had expressed an unmodified opinion thereon dated 18 September 

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Taufiq.



Shariah Advisor’s Report
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

               





      















             

 







 We have audited the annexed unconsolidated financial statements of 
(”the Company”), which comprise the unconsolidated statement of financial position as at 30 June 2018, 
and the unconsolidated statement of profit or loss, the unconsolidated statement of comprehensive 
income, the unconsolidated statement of changes in equity, the unconsolidated statement of cash flows 
for the year then ended, and notes to the unconsolidated financial statements, including a summary of 
significant accounting policies and other explanatory information, and we state that we have obtained 

unconsolidated statement of financial position, the unconsolidated statement of profit or loss, the 

and the unconsolidated statement of cash flows together with the notes forming part thereof conform 

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 30 June 2018 and of the profit, other comprehensive 
income, the changes in equity and its cash flows for the year then ended.

 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 Unconsolidated 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 the 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 

 Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the unconsolidated financial statements of the current period. These matters were addressed 
in the context of our audit of the unconsolidated financial statements as a whole, and in forming our 

the Annual Report but does not include the unconsolidated financial statements and our auditor’s report thereon.

Our opinion on the unconsolidated financial statements does not cover the other information and we do not 

In connection with our audit of the unconsolidated financial statements, our responsibility is to read the Other 

unconsolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially 

Management is responsible for the preparation and fair presentation of the unconsolidated financial statements 

Companies Act, 2017(XIX of 2017) and for such internal control as management determines is necessary to 
enable the preparation of unconsolidated financial statements that are free from material misstatement, whether 

In preparing the unconsolidated financial statements, management is responsible for assessing the Company’s 

Board of directors are responsible for overseeing the Company’s financial reporting process.

Our objectives are to obtain reasonable assurance about whether the unconsolidated financial statements as 

conducted in accordance with ISAs as applicable in Pakistan will always detect a material misstatement when 

aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis 
of these unconsolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and 

● Identify and assess the risks of material misstatement of the unconsolidated financial statements, whether 

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 

●

●

●

that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude 

disclosures in the unconsolidated financial statements or, if such disclosures are inadequate, to modify 

● Evaluate the overall presentation, structure and content of the unconsolidated financial statements, 
including the disclosures, and whether the financial statements represent the underlying transactions 

the audit and significant audit findings, including any significant deficiencies in internal control that we identify 

significance in the audit of the unconsolidated financial statements of the current period and are therefore the 

to outweigh the public interest benefits of such communication.

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

 b) the unconsolidated statement of financial position, the unconsolidated statement of profit or loss, 

in equity and the unconsolidated statement of cash flows 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;

purpose of the Company’s business; and
 d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted 

The unconsolidated financial statements of the Company for the year ended 30 June 2017 was audited by 
another firm of Chartered Accountants who had expressed an unmodified opinion thereon dated 18 September 

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Taufiq.





INDEPENDENT AUDITORS’ REVIEW REPORT

To the members of ORIX Leasing Pakistan Limited

Review Report 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 
ORIX Leasing Pakistan Limited (“the Company”) for the year ended 30 June 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 30 June 2018.

_______________________
KPMG Taseer Hadi & Co.
Chartered Accountants

Dated: September 14, 2018
Karachi













 
 

 

 We have audited the annexed unconsolidated financial statements of 

(”the Company”), which comprise the unconsolidated statement of financial position as at 30 June 2018, 
and the unconsolidated statement of profit or loss, the unconsolidated statement of comprehensive 
income, the unconsolidated statement of changes in equity, the unconsolidated statement of cash flows 
for the year then ended, and notes to the unconsolidated financial statements, including a summary of 
significant accounting policies and other explanatory information, and we state that we have obtained 




 

unconsolidated statement of financial position, the unconsolidated statement of profit or loss, the 

and the unconsolidated statement of cash flows together with the notes forming part thereof conform 

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 30 June 2018 and of the profit, other comprehensive 
income, the changes in equity and its cash flows for the year then ended.

 

 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 Unconsolidated 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 the 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 


 

 Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the unconsolidated financial statements of the current period. These matters were addressed 
in the context of our audit of the unconsolidated financial statements as a whole, and in forming our 


the Annual Report but does not include the unconsolidated financial statements and our auditor’s report thereon.

Our opinion on the unconsolidated financial statements does not cover the other information and we do not 

In connection with our audit of the unconsolidated financial statements, our responsibility is to read the Other 

unconsolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially 

Management is responsible for the preparation and fair presentation of the unconsolidated financial statements 

Companies Act, 2017(XIX of 2017) and for such internal control as management determines is necessary to 
enable the preparation of unconsolidated financial statements that are free from material misstatement, whether 

In preparing the unconsolidated financial statements, management is responsible for assessing the Company’s 

Board of directors are responsible for overseeing the Company’s financial reporting process.

Our objectives are to obtain reasonable assurance about whether the unconsolidated financial statements as 

conducted in accordance with ISAs as applicable in Pakistan will always detect a material misstatement when 

aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis 
of these unconsolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and 

● Identify and assess the risks of material misstatement of the unconsolidated financial statements, whether 

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 

●

●

●

that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude 

disclosures in the unconsolidated financial statements or, if such disclosures are inadequate, to modify 

● Evaluate the overall presentation, structure and content of the unconsolidated financial statements, 
including the disclosures, and whether the financial statements represent the underlying transactions 

the audit and significant audit findings, including any significant deficiencies in internal control that we identify 

significance in the audit of the unconsolidated financial statements of the current period and are therefore the 

to outweigh the public interest benefits of such communication.

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

 b) the unconsolidated statement of financial position, the unconsolidated statement of profit or loss, 

in equity and the unconsolidated statement of cash flows 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;

purpose of the Company’s business; and
 d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted 

The unconsolidated financial statements of the Company for the year ended 30 June 2017 was audited by 
another firm of Chartered Accountants who had expressed an unmodified opinion thereon dated 18 September 

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Taufiq.











 We have audited the annexed unconsolidated financial statements of 
(”the Company”), which comprise the unconsolidated statement of financial position as at 30 June 2018, 
and the unconsolidated statement of profit or loss, the unconsolidated statement of comprehensive 
income, the unconsolidated statement of changes in equity, the unconsolidated statement of cash flows 
for the year then ended, and notes to the unconsolidated financial statements, including a summary of 
significant accounting policies and other explanatory information, and we state that we have obtained 

unconsolidated statement of financial position, the unconsolidated statement of profit or loss, the 

and the unconsolidated statement of cash flows together with the notes forming part thereof conform 

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 30 June 2018 and of the profit, other comprehensive 
income, the changes in equity and its cash flows for the year then ended.

 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 Unconsolidated 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 the 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 

 Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the unconsolidated financial statements of the current period. These matters were addressed 
in the context of our audit of the unconsolidated financial statements as a whole, and in forming our 

 

 



the Annual Report but does not include the unconsolidated financial statements and our auditor’s report thereon.

Our opinion on the unconsolidated financial statements does not cover the other information and we do not 


In connection with our audit of the unconsolidated financial statements, our responsibility is to read the Other 
          
unconsolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially 


   


Management is responsible for the preparation and fair presentation of the unconsolidated financial statements 

Companies Act, 2017(XIX of 2017) and for such internal control as management determines is necessary to 
enable the preparation of unconsolidated financial statements that are free from material misstatement, whether 

In preparing the unconsolidated financial statements, management is responsible for assessing the Company’s 

Board of directors are responsible for overseeing the Company’s financial reporting process.

Our objectives are to obtain reasonable assurance about whether the unconsolidated financial statements as 

conducted in accordance with ISAs as applicable in Pakistan will always detect a material misstatement when 

aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis 
of these unconsolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and 

● Identify and assess the risks of material misstatement of the unconsolidated financial statements, whether 

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 

●

●

●

that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude 

disclosures in the unconsolidated financial statements or, if such disclosures are inadequate, to modify 

● Evaluate the overall presentation, structure and content of the unconsolidated financial statements, 
including the disclosures, and whether the financial statements represent the underlying transactions 

the audit and significant audit findings, including any significant deficiencies in internal control that we identify 

significance in the audit of the unconsolidated financial statements of the current period and are therefore the 

to outweigh the public interest benefits of such communication.

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

 b) the unconsolidated statement of financial position, the unconsolidated statement of profit or loss, 

in equity and the unconsolidated statement of cash flows 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;

purpose of the Company’s business; and
 d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted 

The unconsolidated financial statements of the Company for the year ended 30 June 2017 was audited by 
another firm of Chartered Accountants who had expressed an unmodified opinion thereon dated 18 September 

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Taufiq.


unconsolidated financial statements and 

     
financial statements.

    
investment in finance lease, long-term 
finances and loans and short-term 
finances amounts to Rs. 18.84 billion, 
     

     


We identified the impairment allowance 

     










 


• The ongoing monitoring and identification of 
     


      


       
individually significant lease and loan customers 
where impairment indicators had been identified by 
  

    



  
grade A+ to B+ not identified as displaying indicators 
    




     
    


 

 






 We have audited the annexed unconsolidated financial statements of 
(”the Company”), which comprise the unconsolidated statement of financial position as at 30 June 2018, 
and the unconsolidated statement of profit or loss, the unconsolidated statement of comprehensive 
income, the unconsolidated statement of changes in equity, the unconsolidated statement of cash flows 
for the year then ended, and notes to the unconsolidated 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 
unconsolidated statement of financial position, the unconsolidated statement of profit or loss, the 
unconsolidated statement of comprehensive income, the unconsolidated statement of changes in equity 
and the unconsolidated statement of cash flows 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 30 June 2018 and of the profit, other comprehensive 
income, the changes in equity and its cash flows for the year then ended.

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



Management is responsible for the other information. Other information comprises the information included in 
the Annual Report but does not include the unconsolidated financial statements and our auditor’s report thereon.

Our opinion on the unconsolidated 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 unconsolidated financial statements, our responsibility is to read the Other 
Information and, in doing so, consider whether the Other Information is materially inconsistent with the 
unconsolidated 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.



Management is responsible for the preparation and fair presentation of the unconsolidated 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 unconsolidated financial statements that are free from material misstatement, whether 
due to fraud or error.

In preparing the unconsolidated 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.



Our objectives are to obtain reasonable assurance about whether the unconsolidated 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 unconsolidated 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:

● Identify and assess the risks of material misstatement of the unconsolidated financial statements, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. 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 unconsolidated 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.


● Evaluate the overall presentation, structure and content of the unconsolidated 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 unconsolidated 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.

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 unconsolidated statement of financial position, the unconsolidated statement of profit or loss, 
the unconsolidated statement of comprehensive income, the unconsolidated statement of changes 
in equity and the unconsolidated statement of cash flows 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;

 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 (XVIII of 1980), was deducted 
by the Company and deposited in the Central Zakat Fund established under section 7 of that 
Ordinance.

The unconsolidated financial statements of the Company for the year ended 30 June 2017 was audited by 
another firm of Chartered Accountants who had expressed an unmodified opinion thereon dated 18 September 
2017.

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Taufiq.

 Following is the Key audit matter:

 S. No.   Key audit matter How the matter was addressed in our audit



 We have audited the annexed unconsolidated financial statements of 
(”the Company”), which comprise the unconsolidated statement of financial position as at 30 June 2018, 
and the unconsolidated statement of profit or loss, the unconsolidated statement of comprehensive 
income, the unconsolidated statement of changes in equity, the unconsolidated statement of cash flows 
for the year then ended, and notes to the unconsolidated 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 
unconsolidated statement of financial position, the unconsolidated statement of profit or loss, the 
unconsolidated statement of comprehensive income, the unconsolidated statement of changes in equity 
and the unconsolidated statement of cash flows 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 30 June 2018 and of the profit, other comprehensive 
income, the changes in equity and its cash flows for the year then ended.

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

Management is responsible for the other information. Other information comprises the information included in 
the Annual Report but does not include the unconsolidated financial statements and our auditor’s report thereon.

Our opinion on the unconsolidated 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 unconsolidated financial statements, our responsibility is to read the Other 
Information and, in doing so, consider whether the Other Information is materially inconsistent with the 
unconsolidated 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.

Management is responsible for the preparation and fair presentation of the unconsolidated 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 unconsolidated financial statements that are free from material misstatement, whether 
due to fraud or error.

In preparing the unconsolidated 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.

Our objectives are to obtain reasonable assurance about whether the unconsolidated 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 unconsolidated 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:

● Identify and assess the risks of material misstatement of the unconsolidated financial statements, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. 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 unconsolidated 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.

● Evaluate the overall presentation, structure and content of the unconsolidated 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 unconsolidated 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.



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 unconsolidated statement of financial position, the unconsolidated statement of profit or loss, 
the unconsolidated statement of comprehensive income, the unconsolidated statement of changes 
in equity and the unconsolidated statement of cash flows 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;

 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 (XVIII of 1980), was deducted 
by the Company and deposited in the Central Zakat Fund established under section 7 of that 
Ordinance.




The unconsolidated financial statements of the Company for the year ended 30 June 2017 was audited by 
another firm of Chartered Accountants who had expressed an unmodified opinion thereon dated 18 September 
2017.

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Taufiq.







 

 Following is the Key audit matter:

 S. No.   Key audit matter How the matter was addressed in our audit




Unconsolidated Statement of Financial Position

    


 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

ASSETS   
   
Non-current assets   
Fixed assets 6  1,304,316,890   1,532,753,426   1,765,366,925 
Intangible assets 7  20,033,707   12,185,643   11,725,852 
Net investment in finance lease 8  18,840,807,660   17,667,230,684   17,838,673,359 
Current maturity 15    (9,322,608,857)  (9,226,214,842)  (9,475,252,096)
Allowance for potential lease losses  40  (924,124,734)  (924,332,946)  (947,366,692)
   (10,246,733,591)  (10,150,547,788)  (10,422,618,788)
  8,594,074,069   7,516,682,896   7,416,054,571 
Investment in subsidiaries 9  322,374,294   322,374,294   322,374,294 
Investment in associated undertakings 10  672,208,880   1,972,102,566   2,266,192,717 
Long-term investments 11  292,535,415   339,360,200   84,318,373 
Long-term finances and loans 12  1,965,471,010   1,530,709,462   1,285,876,450 
Long-term deposits   12,138,660   11,603,660   11,361,208 
   13,183,152,925   13,237,772,147   13,163,270,390 
Current assets   
Short-term finances 13  242,846,690   149,435,904   285,650,013 
Accrued return on investments and term finance 14  68,675,213   55,947,908   97,973,744 
Current maturity of non-current assets 15  11,574,051,254   11,165,848,015   11,448,366,779 
Short-term investments 16  772,588,069   913,881,825   1,218,977,146 
Advances and prepayments  17  32,639,776   39,337,154   43,023,535 
Other receivables 18  44,253,635   54,641,473   99,726,197 
Cash and bank balances 19  499,815,713   341,884,442   333,494,394 
Taxation - net   -     47,263,477   62,128,298 
  13,234,870,350   12,768,240,198   13,589,340,106 
Assets classified as held for sale 20  280,731,455   89,595,014   147,482,703 
Total assets  26,698,754,730   26,095,607,359   26,900,093,199 
   
EQUITY AND LIABILITIES   
   
Share capital and reserves   
Authorised share capital    
  350,000,000 (2017: 350,000,000) ordinary shares
   of Rs. 10 each    
   
Issued, subscribed and paid-up capital 21  1,392,124,190   820,827,940   820,827,940 
Capital reserves   3,428,393,164   1,746,174,742   1,709,737,878 
Revenue reserves   2,428,362,235   1,899,442,263   1,646,145,960 
  7,248,879,589   4,466,444,945   4,176,711,778 
   
Non-current liabilities   
Long-term finances 23  5,796,539,928   6,707,294,236   6,147,989,443 
Long-term certificates of deposit 24  3,225,368,617   4,000,332,697   5,888,172,666 
Deferred taxation 25  480,597,549   584,742,190   476,449,984 
Other long-term liabilities 26  202,558,668   214,038,190   258,983,005 
Defined benefit obligation 27  19,969,684   16,514,020   1,463,232 
   9,725,034,446   11,522,921,333   12,773,058,330 
Current liabilities   
Trade and other payables 28  1,016,839,484   1,091,104,314   793,835,654 
Accrued interest / mark-up / profit on loans,    
   finances and certificates of deposit 29  242,329,587   332,570,990   396,034,085 
Unpaid dividend   208,224,070   -     -   
Unclaimed dividend   20,317,978   19,258,216   16,689,149 
Short-term borrowings 30  2,355,358,951   2,448,686,564   1,908,924,254 
Short-term certificates of deposit 31  1,047,782,107   1,111,266,011   2,073,044,036 
Taxation - net   208,752,552   -     -   
Current maturity of non-current liabilities 32  4,625,235,966   5,103,354,986   4,761,795,913 
   9,724,840,695   10,106,241,081   9,950,323,091 
Total equity and liabilities   26,698,754,730   26,095,607,359   26,900,093,199 
   
   
Contingencies and commitments   
   
The annexed notes 1 to 58 form an integral part of these unconsolidated financial statements.

Note 2018 2017 2016
(Restated)(Restated)

--------------------------------------------Rupees--------------------------------------------
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For the year ended June 30, 2018
Unconsolidated Statement of Profit or Loss

 
    

INCOME

Income from operations
Finance leases      2,416,994,401 
Operating leases 34  312,867,196    474,221,025 
Mark-up on term finance  633,583,905    543,065,105
  3,477,571,159  
Income from other activities
Other income - net 35  895,715,239    367,520,280 
Share of profit of equity accounted undertakings 36  98,672,824    229,142,246  
  994,388,063    596,662,526  
   4,471,959,222    4,030,943,057 

EXPENSES

Finance cost 37  1,390,009,059 
Administrative and general expenses 38  1,094,161,651    966,310,428 
Direct cost  39  249,762,290  
   2,733,933,000    2,954,602,619 
Profit before provision and taxation   1,738,026,222    1,076,340,438 

Provision / (reversal) for potential lease and other loan losses - net 40  18,431,706    (23,143,953 )
Other reversals - net 41  (159,169 )  (58,525,572 ) 
  18,272,537    (81,669,525 )
Profit before taxation  1,719,753,685    1,158,009,963 
Taxation  43  340,130,650    316,765,918 
Profit for the year after taxation   1,379,623,035 

Earnings per share - basic and diluted   10.11    9.42 

The annexed notes 1 to 58 form an integral part of these unconsolidated financial statements.

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

Note 2018 2017


2018 2017
(Restated)



 
Chairman





For the year ended June 30, 2018

Unconsolidated Statement of
Comprehensive Income

    

Profit for the year after taxation  1,379,623,035  

Other comprehensive income

Items that may be subsequently reclassified in profit or loss   

Exchange gain / (loss) arising on translation of foreign associates
    - net of deferred tax  143,148,279  (112,225,402 )

Reclassification of foreign currency translation on discontinuation
    of equity accounting - net of deferred tax  (269,550,790 ) (52,518,966 )
  (126,402,511 ) (164,744,368 )
Net unrealised gain / (loss) due to changes in fair value of financial
assets classified as available-for-sale   (6,562,294 )
  (121,001,261 ) (171,306,662 )

Items that will not be subsequently reclassified in profit or loss

Remeasurement of defined benefit obligation - staff gratuity  (24,923,888 ) (11,559,815 )

Total comprehensive income for the year  1,233,697,886  658,377,568

The annexed notes 1 to 58 form an integral part of these unconsolidated financial statements.   
   




 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

2018 2017
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Note 2018 2017
(Restated)



For the year ended June 30, 2018
Unconsolidated Statement of Cash Flow

CASH FLOWS FROM OPERATING ACTIVITIES     

Operating profit before working capital changes 44  2,555,326,784    2,579,020,888 

(Increase) / decrease in operating assets
 Investment in finance lease - net   (1,183,162,696 )  171,442,675 
 Long-term finances and loans - net  (769,964,641 )  (553,392,193 )
 Short-term finances   (94,022,997 )  130,615,981 
 Long-term deposits  (535,000 )  (242,452 )
 Advances and prepayments  6,697,378  3,686,381
 Other receivables  (32,018,125 )  78,781,991 
   (2,073,006,081 ) (169,107,617 )
(Decrease) / increase in operating liabilities
 Interest / mark-up paid  (927,373,885 )  (869,642,485 )
 Payment against staff retirement benefits   (32,899,060 )  (13,468,020 )
 Profit paid on certificates of deposit  (551,833,211 )  (808,278,272 )
 Trade and other payables  (74,239,830 )  370,793,209 
    (1,586,345,986 )  (1,320,595,568 )

Net cash (used in) / generated from operating activities before income tax   (1,104,025,283 )  1,089,317,703 
Payment of Sindh Workers' Welfare Fund   (25,000 )  (7,020,630 )
Income tax paid   (150,654,040 )  (140,097,512 )
Net cash (used in) / generated from operating activities   (1,254,704,323 )  942,199,561 

CASH FLOWS FROM INVESTING ACTIVITIES     

Additions made to intangible assets   (17,826,560 )  (6,960,878 )
Capital expenditure incurred - Fixed assets for own use   (48,625,060 )  (50,036,635 )
Capital expenditure incurred - operating lease assets   (161,735,180 )  (26,455,654 )
Capital expenditure incurred - ijarah finance  -   (23,882,500 )
Proceeds from disposal of assets - own use  9,563,177    38,730,790 
Proceeds from sale of operating lease assets  209,052,129    -   
Proceeds from sale of ijarah finance assets  7,827,749    5,329,193 
Instalment against consideration on sale of e-business  10,666,670    16,000,005 
Investments - net  161,085,308    645,802,123 
Proceeds from disposal of asset classified as held for sale  1,723,740,840    46,378,154 
Dividend received   22,999,439   
Interest received  52,166,816    103,431,707 
Net cash generated from investing activities  1,968,915,328    858,361,145 

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from long-term finances   2,700,000,000   
Proceeds from right issue - net  1,985,245,504    -   
Short-term borrowings - net  (945,000,000 )  490,284,118 
Certificates of deposit (redeemed) / issued - net   (751,983,667 )  (3,736,035,119 )
Repayment of long-term finances  (4,187,860,533 )  (3,029,094,343 )
Dividend paid  (208,353,425 )  (366,803,506 )
Net cash used in financing activities  (1,407,952,121 )  (1,841,648,850 )

Net decrease in cash and cash equivalents  (693,741,116 )  (41,088,144 )
Cash and cash equivalents at beginning of the year  (516,802,122 )  (475,713,978 )
Cash and cash equivalents at end of the year   (1,210,543,238 )  (516,802,122 )
     
 The annexed notes 1 to 58 form an integral part of these unconsolidated financial statements.     
 

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

 
Chairman







For the year ended June 30, 2018
Unconsolidated Statement of Changes in Equity

    





 
















 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

Balance as at July 1, 2016 - as previously reported 820,827,940  449,686,099  937,045,177  -    1,303,123,454  2,027,483  340,995,023  3,853,705,176 
        
Impact of change in accounting policy - net of tax  -     -     -    323,006,602   -     -     -    323,006,602 
        
 820,827,940  449,686,099  937,045,177  323,006,602  1,303,123,454  2,027,483  340,995,023  4,176,711,778 
        
Profit for the year after taxation   -     -     -     -    841,244,045   -     -    841,244,045 
        
Other comprehensive loss  -     -     -     -    (11,559,815) (6,562,294) (164,744,368) (182,866,477)
        

 -     -     -     -    829,684,230  (6,562,294) (164,744,368) 658,377,568
   
       
        
        
Cash dividend @ Rs.4.50 per ordinary share of         
     Rs. 10.00 each for the year ended June 30, 2016 -     -     -     -    (369,372,573)  -     -    (369,372,573)

Transferred from surplus on revaluation of fixed assets
    on account of incremental depreciation - net of tax -     -     -    (5,625,338) 6,353,510   -     -     728,172 

        

 820,827,940  449,686,099  979,107,379  317,381,264  1,727,726,419  (4,534,811) 176,250,655  4,466,444,945 

Balance as at July 1, 2017 - as previously reported 820,827,940  449,686,099  979,107,379   -    1,727,726,419  (4,534,811) 176,250,655  4,149,063,681 
        
Impact of change in accounting policy - net of tax -     -     -    317,381,264   -     -     -    317,381,264 
        
 820,827,940  449,686,099  979,107,379  317,381,264  1,727,726,419  (4,534,811) 176,250,655  4,466,444,945 
        
Impact of adoption of IFRS 9 by associate - net of tax  -     -     -     -    (18,871,489)  -     -    (18,871,489)
        
 571,296,250   -     -     -     -     -     -    571,296,250
        
 -    1,413,949,254   -     -     -     -     -    1,413,949,254
        
Profit for the year after taxation -     -     -     -    1,379,623,035   -     -    1,379,623,035
        
Other comprehensive income / (loss) -     -     -     -    (24,923,888) 5,401,250  (126,402,511) (145,925,149)


 -     -     -     -    1,354,699,147  5,401,250  (126,402,511) 1,233,697,886
        
       



   Rs. 10.00 each for the year ended June 30, 2017 -     -     -     -    (417,637,257)  -     -    (417,637,257)
        
Transferred from surplus on revaluation of fixed assets        
    on account of incremental depreciation - net of tax  -     -     -    (7,655,439) 7,655,439   -     -     -
        
  -     -    275,924,607   -    (275,924,607)  -     -     - 
        
 1,392,124,190  1,863,635,353  1,255,031,986  309,725,825  2,377,647,652  866,439  49,848,144  7,248,879,589
        
        
The annexed notes 1 to 58 form an integral part of these unconsolidated financial statements.      


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 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

1 LEGAL STATUS AND OPERATIONS

 ORIX Leasing Pakistan Limited ("the Company") was incorporated in Pakistan as a private limited 
company on July 1, 1986 under the repealed Companies Ordinance, 1984 and was converted into a 
public limited company on December 23, 1987. The Company is listed on the Pakistan Stock Exchange 
Limited. The registered office of the Company is situated at Islamic Chamber of Commerce Building, 
Clifton, Karachi. The Company is licensed to carry out Investment Finance Services as a Non-Banking 
Finance Company (NBFC) under the Non-Banking Finance Companies (Establishment and Regulation) 
Rules, 2003 issued by the Securities and Exchange Commission of Pakistan (SECP). 

 The Pakistan Credit Rating Agency Limited (PACRA) has assigned a long-term rating of AA+ and a 
short-term rating of A1+ to the Company on August 16, 2018.

2 SIGNIFICANT TRANSACTIONS AND EVENTS AFFECTING THE COMPANY'S FINANCIAL POSITION 
AND PERFORMANCE

 - Disposal of Oman ORIX Leasing Company SAOG (note 10.1.1)
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 10.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 5.1 and 
note 56 to these unconsolidated financial statements.

 - Reclassification of Security Deposit (note 5.2)
 - Issue of Right shares (note 21.2)  

3 BASIS OF PREPARATION


3.1 Statement of compliance


 These unconsolidated financial statements have been prepared in accordance with the approved 
accounting and reporting standards as applicable in Pakistan, which comprise of  such International 
Financial Reporting Standards (IFRSs) issued by the International Accounting Standards Board and 
Islamic Financial Accounting Standards (IFASs) issued by the ICAP as are notified under the Companies 
Act, 2017, the requirements of Companies Act, 2017, the Non-Banking Finance Companies (Establishment 
and Regulation) Rules, 2003 (the NBFC Rules), the Non-Banking Finance and Notified Entities 
Regulations, 2008 (the NBFC Regulations) and the directives issued by the SECP. In case the 
requirements differ, the provisions of and directives issued under the NBFC Rules, the NBFC Regulations, 
the Companies Act, 2017 and the directives issued by the SECP prevail. 

3.2 Basis of measurement

 These unconsolidated financial statements have been prepared under the historical cost convention 
except for the following: 


 - Leasehold land and office building are stated at revalued amounts;
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation;
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 





 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

For the year ended June 30, 2018

Notes to and Forming Part of The
Unconsolidated Financial Statements

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

3.3 Functional and presentation currency

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

3.4 Critical accounting estimates and judgments

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

3.5 Standards, interpretations and amendments to published approved accounting standards that 
are effective and relevant in the current year

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

3.6 Standards, interpretations and amendments to published approved accounting standards that 
are effective but not relevant

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

3.7 Standards, interpretations and amendments to published approved accounting standards that 
are not yet effective and have not been early adopted by the Company

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

   
 Others Standards, Interpretations or Amendments 

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 Annual Improvements to IFRS Standards 2015 – 2017 Cycle

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

Effective date 
(accounting period

beginning on or after)



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 



For the year ended June 30, 2018

Notes to and Forming Part of The
Unconsolidated Financial Statements

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 


4.1 Business combination 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

4.2 Fixed assets 

 Own use and on Operating lease 


 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   


 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 


 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 


 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 


 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 

appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Ijarah assets

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

4.3 Intangible assets 

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 


 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 

appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 


 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 


4.4 Net investment in finance lease 


 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   


4.5 Allowance for potential lease and other loan losses

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 



For the year ended June 30, 2018

Notes to and Forming Part of The
Unconsolidated Financial Statements

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 


4.6 Assets classified as held for sale 


 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

4.7 Investment in subsidiaries

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

4.8 Investment in associated undertakings 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   


 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

4.9 Impairment of non-financial assets

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 


4.10 Financial assets 


4.10.1 Classification, initial recognition and subsequent measurement

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 a) Financial assets at 'fair value through profit or loss'           

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 b) Loans and receivables

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 

not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

 c)    Held-to-maturity

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 d)    Available-for-sale 

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   


 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 



For the year ended June 30, 2018

Notes to and Forming Part of The
Unconsolidated Financial Statements

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   


4.10.2 Impairment 

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 a) Held-to-maturity 
  

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 b) Available-for-sale 
 
 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

4.10.3 Derecognition 


 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

4.11 Financial liabilities

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

4.12 Offsetting of financial assets and financial liabilities 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

4.13 Derivative financial instruments and hedging activities 


 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

 (a) Fair value hedge 
 
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   
 
If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

 (b) Cash flow hedge
 
The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

  
When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 


4.14 Long-term finances and loans 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 



For the year ended June 30, 2018

Notes to and Forming Part of The
Unconsolidated Financial Statements

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

4.15 Certificates of Deposit 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

4.16 Provisions

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

4.17 Contingent liabilities

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

4.18 Taxation 


 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Current 


 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 
  
 Deferred 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

4.19 Staff retirement benefits

 (a) Defined contribution plan

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

 (b) Defined benefit plan

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

4.20 Employees compensated absences 


 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

4.21 Foreign currency transactions

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

4.22 Revenue recognition

 Finance leases

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Operating lease income 


 Rental income from assets classified as operating lease is recognised on accrual basis. 


 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 



For the year ended June 30, 2018

Notes to and Forming Part of The
Unconsolidated Financial Statements

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Ijarah lease income


 Rental income from Ijarah arrangement is recognised on accrual basis. 


 Return on investments 


 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 


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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

 Finances and loans 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   


 Others 


 Other income is recognised on a receipt basis. 


4.23 Earnings per share 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

4.24 Proposed dividend and transfer between reserves

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

4.25 Cash and cash equivalents

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

4.26 Segment reporting

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

5 CHANGE IN ACCOUNTING POLICY

5.1 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

5.2 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

5.3 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

 Retrospective impact of change in accounting policy

       

  
   of leasehold land and office
       

 
   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

 
   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

 

As previously 
reported on 

June 30, 2016

Adjustments
increase/

(decrease)

As restated
on July 1,

2016

As previously 
reported on

June 30, 2017

Adjustments
increase/

(decrease)

As restated


2017

As at June 30, 2017 



As at  July 1, 2016



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 



For the year ended June 30, 2018

Notes to and Forming Part of The
Unconsolidated Financial Statements

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 


6 FIXED ASSETS

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076
   1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

Note 2018 2017


  344,450,000   -    344,450,000 4,540,128  5,702,864  10,242,992 334,207,008  77 & 99 years

 Office building 87,796,647   -    87,796,647 6,308,737  7,198,433  13,507,170 74,289,477  7.8%    

 Stock Exchange room 10,500,000   -    10,500,000 5,000,000   -    5,000,000 5,500,000  Indefinite life

  102,869,646  2,862,647  105,561,500 77,050,985  12,177,699  89,057,891 16,503,609  15% - 33%

   (170,793)   (170,793)

 Furniture, fittings and  117,187,445  11,772,038  118,951,089  73,182,341  14,451,898  78,206,775  40,744,314  15% - 20%

   office equipment  (2,133,219)   (1,552,289)

   (7,875,175)   (7,875,175)   

 Vehicles 88,821,821  13,746,900  84,186,487 37,383,346  7,296,693  34,815,655 49,370,832  4-5 years

   (18,288,314)   (9,792,467)

   (93,920)    (71,917)  

  39,200,194  9,990,118  56,088,875 30,435,427  6,020,444  43,369,364 12,719,511  33%

     accessories  (2,048,547)   (2,033,617)

   1,071,935   1,071,935      

  7,875,175     7,875,175  

 Capital work-in-progress -    10,253,357  10,253,357 -     -     - 10,253,357 -

        
      
      
         

 *Represents assets transferred from intangible assets to computers and accessories
 **Represents assets written-off during the year
 ***Represents assets reclassified from furniture, fittings and office equipment to computers and accessories.   

Cost / revalued amount Accumulated depreciation

 








Description






reclassification***

Net book value








 







reclassification ***

























 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

 Leasehold land 344,450,000   -    344,450,000 -    4,540,128  4,540,128 339,909,872 77 & 99 years

 Office building 87,796,647   -    87,796,647  -    6,308,737  6,308,737 81,487,910  7.8%

 Stock Exchange room 10,500,000   -    10,500,000 5,000,000   -    5,000,000 5,500,000  Indefinite life

 Leasehold improvements 80,493,240  22,417,406  102,869,646 62,987,412  14,104,573  77,050,985 25,818,661  15% - 33%

      

 Furniture, fittings and 104,132,760  16,625,672  117,187,445 60,310,585  15,679,056  73,182,341 44,005,104  15% - 20%

     office equipment  (2,524,695)   (1,762,883)

   (1,046,292)    (1,044,417)  

 Vehicles 142,836,963  5,204,000  88,821,821 50,571,904  11,640,698  37,383,346 51,438,475  4-5 years

       

   (58,285,473)   (24,090,027)

   (2,373,669)    (1,603,231)  

 Computers and 33,681,837  5,789,557  39,200,194 25,732,683  4,973,944  30,435,427 8,764,767  33%

   accessories  (271,200)   (271,200)

  803,891,447  50,036,635  790,825,753 204,602,584 57,247,136  233,900,964 556,924,789  
       
   (61,122,368)   (26,165,110)
   (3,419,961)     (2,647,648) 

 *Represents assets transferred from operating lease assets to own use assets
 **Represents assets written-off during the year.

6.1.1 During the year ended June 30, 2016, the leasehold land and building of the Company had been revalued 
by M/s. SURVAL (an independent professional valuer) on the basis of professional assessment of 
present market values which resulted in an increase in surplus on revaluation by Rs. 215.58 million.

 Had the revaluation not been carried out, costs, accumulated depreciation and written down value of 
leasehold land and office building thereon would have been as follows:

Cost / revalued amount Accumulated depreciation

















Description











Net book value
2017



  Cost Accumulated Net book value
   depreciation

 Leasehold land  54,399,300 7,817,192   46,582,108 
 Office building  76,781,580 34,371,829   42,409,751 
  131,180,880  42,189,021   88,991,859
 

  Cost Accumulated Net book value
   depreciation


 Leasehold land 54,399,300 7,203,334   47,195,966 
 Office building  76,781,580 30,532,750   46,248,830
  131,180,880 37,736,084   93,444,796





2017

























 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

 Book value not exceeding
     Rs. 50,000 each
 Leasehold improvements 170,793 170,793 - 6 6 Negotiation Mr. Liaquat Ali
 Furniture, fittings and
     office equipment 2,133,219  1,552,289  580,930  591,614   10,684 Negotiation Various

 Vehicles 181,185  146,186  34,999  59,003   24,004 Negotiation Various

 Computers and accessories 2,048,547  2,033,617  14,930  73,550   58,620  Negotiation Various

  4,533,744  3,902,885  630,859  724,173  93,314  

 Book value exceeding       
    Rs. 50,000 each

 Vehicles

  2,102,000  1,261,200  840,800  840,800 - Company policy *Mr Arshad Abbas, Employee

  1,899,000  1,234,350  664,650  1,002,323   337,673 Company policy *Mr Ramon Alfrey, Employee

  1,846,200  1,107,720  738,480  738,480   -  Company policy *Mr Imtiaz Ahmed Chaudhary, Employee

  1,827,500  1,096,500  731,000  731,000   -    Company policy Mr Shafiq ur Rehman, Employee

  1,627,500  553,350  1,074,150  1,074,150   -    Company policy Mr Latafat Anwer, Employee

  1,627,500  537,075  1,090,425  1,090,425   -    Company policy Mr Amir Iqbal Saifi, Employee

  1,537,500  922,500  615,000  615,000   -    Company policy Mr Muhammad Wasif Butt, Employee

  1,507,000  904,200  602,800  602,800   -    Company policy Mr Sarosh Khushbakth, Employee

  1,005,000  603,000  402,000  402,000   -    Company policy Mr Rukhsar Khan, Employee

  683,000  230,512  452,488  452,488   -    Company policy Mr Muhammad Usman, Employee

  683,000  196,362  486,638  486,638   -    Company policy Mr Muhammad Yaseen, Employee

  657,000  394,200  262,800  262,800   -    Company policy Mr Abdullah Ishaq, Employee

  657,000  394,200  262,800  262,800   -    Company policy Ms Gul Shahzadi, Employee

  344,000  189,200  154,800  187,300   32,500  Negotiation Mr Javed Hashim

  103,929  21,912  82,017  90,000   7,983  Insurance claim M/s Adamjee Insurance Company

  18,107,129  9,646,281  8,460,848  8,839,004  378,156

 Write-offs during the year

 Vehicles 93,920  71,917  22,003   -
  22,734,793   13,621,083   9,113,710   9,563,177

 *This represents disposals made to Key Management Personnel

6.1.4 Particulars of Company's immovable Fixed assets- own use are as follows;

 Particulars Location Area

 Head Office Building Plot no.16 sector 24, Korangi Industrial Area, Karachi 44,893 Sq. feet 
 Office Building Plot no.49 sector 24, Korangi Industrial Area, Karachi 4,477 Sq. feet 
 Leasehold Land Plot no.16 sector 24, Korangi Industrial Area, Karachi  6,667 Sq. Yds. 
 Leasehold Land Plot no.49 sector 24, Korangi Industrial Area, Karachi  2,222 Sq. Yds.

6.1.5 The fair value of Land and Buildings as at June 30, 2016 approximated to Rs.346 million.

6.1.6 The depreciation expense for the year has been charged to administrative and general expenses.

 
  


  

------------------------------------Rupees------------------------------------

6.1.2 Included in cost of fixed assets- own use are fully depreciated items which are still in use aggregating 
to Rs.166.48 million (2017: Rs. 141.05 million).

6.1.3 Details of fixed assets- own use disposed off during the year are as follows:









 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

6.2 Fixed assets - on operating lease

 Generators 1,666,967,058  18,185,182   -    803,698,922  73,751,106   - -    Actual / Minimum

   (328,393,146)   (136,616,869)   number of hours

   (1,356,759,094)    (740,833,159)

 Generator  141,092,966   -     -    98,229,541  5,137,732   - - 10% - 15%

    accessories  (14,177,903)   (8,146,651)

   (126,915,063)   (95,220,622) 

  -    143,549,998  143,549,998   -    777,562  777,562 142,772,436  10 years

        

      

       

 *Represents assets transferred to ijarah finance.

 Generators 1,660,738,134  26,455,654  1,666,967,058  660,316,768  143,669,250  803,698,922 863,268,136 Actual / Minimum 

   (20,226,730)   (287,096)   number of hours

   

 Generator 121,524,927   -    141,092,966  90,170,176  8,430,960  98,229,541 42,863,425 10% - 15%

        accessories  (658,691)   (658,691) 

   20,226,730    287,096  

 Vehicles 1,440,000   -     -    816,002  48,000   - - 33%

      

         

     

       

         


 *** Represents assets transferred from generators to generator accessories.

6.2.1 Operating lease assets disposed off during the year are as follows: 

 Book value exceeding

     Rs. 50,000 each

 Generators and Generator

     accessories 342,571,049   144,763,520   197,807,529   209,052,129   11,244,600 Negotiation M/s. Orient Rental Modaraba



 



























































 








































 



























 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 



For the year ended June 30, 2018

Notes to and Forming Part of The
Unconsolidated Financial Statements

    

6.2.2 The depreciation expense for the year has been charged to direct cost.

6.3 Fixed assets - ijarah finance

 Machinery and 149,594,000  647,620,376 *  764,564,376  109,633,010  76,788,744 *  157,993,976 606,570,400 Underlying 

   (32,650,000)   (28,427,778)   lease term

 Vehicles 69,438,800   - 41,309,960  39,702,714  14,783,877 29,924,014 11,385,946 Underlying

   (28,128,840)   (24,562,577)   lease term  

 219,032,800  647,620,376 805,874,336  149,335,724  91,572,621 187,917,990 617,956,346   

   (60,778,840)   (52,990,355)

 * Represents assets transferred from operating lease to ijarah finance.

 Machinery and 227,289,000  (77,695,000) 149,594,000  126,740,162  60,587,848 109,633,010 39,960,990 Underlying 

     generators     (77,695,000)   lease term

 Vehicles 88,905,640  23,882,500  69,438,800  55,776,531  22,313,739  39,702,714  29,736,086  Underlying 

   (43,349,340)   (38,387,556)   lease term

  316,194,640  23,882,500  219,032,800  182,516,693  82,901,587  149,335,724  69,697,076   

   (121,044,340)   (116,082,556)

6.3.1 Details of Fixed assets - ijarah finance disposed off during the year are as follows:

 
 
 Machinery and generators  23,150,000 23,150,000   -     -  - As per contract terms Various 
 Vehicles 18,944,300 18,944,300   -     -   - As per contract terms Various   

  42,094,300 42,094,300   -     -  -       

 
 

 Machinery and generators 9,500,000  5,277,778   4,222,222   4,281,896 59,674 Negotiation M/s Sayeed International

 Vehicles 1,025,000 797,222   227,778   149,455 (78,323) Negotiation  Mr. Muhammad Imran
  1,800,500 1,150,319   650,181   498,136 (152,045) Negotiation  Mr. Abdul Karee  

   1,512,000 819,000   693,000   794,577 101,577 Negotiation  Mr. Adnan Mehmood  
   2,400,000 1,560,000   840,000   961,373  121,373 Negotiation  Mr. Aamir Azam  
   2,447,040 1,291,736   1,155,304   1,142,312  (12,992) Negotiation  Mr. Imran Ehsan  
   9,184,540    5,618,277   3,566,263   3,545,853   (20,410)

   60,778,840 52,990,355   7,788,485   7,827,749 39,264 

6.3.2 The depreciation expense for the year has been charged to direct cost.
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Note 2018 2017


Note 2018 2017



 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit. 

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any. 

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date. 

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use. 

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 
as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any. 

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. 

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date. 

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise. 

 Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership 
of an asset to the lessees are classified as finance leases. A receivable is recognised at an amount 
equal to the present value of the minimum lease payments, including any guaranteed residual value. 
The “net investment in finance lease” included in the financial statements is recorded as net of adjustable 
security deposit.   

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge-offs, net of recoveries.

 The Company uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 
incurred. Subsequent to initial recognition, derivatives are remeasured at fair value. Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.   

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.   

 The Company designates certain derivatives as either:

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Company documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items. 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in the carrying amount of the hedged item.   

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.  

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss. 

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.   

  The Company operates a recognised contributory Provident Fund Scheme (the Fund) for all its 
permanent employees who have completed the minimum qualifying period in accordance with the 
HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions to the 
Fund are made both by the Company and by the employees at the rate of 10% of basic salary.

  The Company operates an approved funded gratuity scheme covering all permanent employees 
who have completed the minimum qualifying period of three years of service under the scheme. 
The scheme is administered by a Board of Trustees and contributions therein are made in accordance 
with the actuarial recommendations. The valuation in this regard is carried out at each reporting 
date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
transfer through the profit or loss.

 The Company provides for unavailed compensated absences for all its permanent employees on the 
basis of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term 
compensated absences due to remeasurement are recognised in the profit or loss immediately.

 Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Company follows the ‘financing method’ in accounting for finance lease. The total unearned finance 
income i.e. the excess of aggregate instalment contract receivables plus residual value over the cost 
of the leased asset is deferred and amortised over the term of the lease, so as to produce a systematic 
return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more. 

 Front end fee and other lease related income is recognised on receipt basis. 

 Rental income from assets classified as operating lease is recognised on accrual basis. 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018. 

 Own use 6.1  556,924,789 
 Operating lease 6.2 142,772,436    906,131,561 
 Ijarah finance 6.3 617,956,346    69,697,076

1,304,316,890    1,532,753,426

6.1 Fixed assets- own use

 Items included in these unconsolidated financial statements are measured using the currency of the 
primary economic environment in which the Company operates. These  unconsolidated financial 
statements are presented in Pakistani Rupee which is the Company's functional and presentation 
currency.

 The preparation of these unconsolidated financial statements in conformity with approved accounting 
and reporting standards require management to make judgments, estimates and assumptions that affect 
the application of policies and the reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances the results of which form the basis of making 
the judgments about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 In the process of applying the Company’s accounting policies, Management has made the following 
estimates and judgments which are significant to these unconsolidated financial statements:

 (a) determination of the residual values and useful lives of fixed assets (notes 4.2 and 6);
 (b) allowance for potential lease and other loan losses (notes 4.5 and 40);
 (c) classification, valuation and impairment of financial assets (note 4.10);    
 (d) recognition of taxation and deferred tax (notes 4.18 and 43);     
 (e) accounting for defined benefit obligation (notes 4.19 and 27);            
 (f) employees compensated absences (note 4.20 and 38.1); and           
 (g) impairment of non-financial assets (note 4.9).

 Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these unconsolidated financial statements.

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these unconsolidated financial statements.

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 

on the Company's financial reporting and are, therefore, not disclosed in these unconsolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Company is currently in the process of analyzing the potential 
impact of changes required in classification and measurement of financial instruments.

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The 
Company is currently in the process of analyzing the potential impact of its lease arrangements that will 
result in recognition of right to use assets and liabilities on adoption of the standard.

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the Company's operations and are, therefore, not detailed in these unconsolidated 
financial statements.

 Significant accounting policies applied in the preparation of these unconsolidated financial statements 

are set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise specified. 

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess of 
the consideration transferred over the fair value of the Company's share of identifiable net assets acquired 
is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a 
bargain purchase, the difference is recognised directly in the profit or loss.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. Cost incurred to replace a component 
of an item of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on 
overhaul of generators is depreciated over the enhanced useful lives of these generators. All other 
repairs and maintenance expenditure are charged to the profit or loss  during the period in which these 
are incurred.   

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these unconsolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease.  The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal. 

 During the year the Company changed its accounting policy in respect of the accounting and presentation 
of revaluation of fixed assets. Previously, the Company's accounting policy was in accordance with the 
provisions of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy 
of the Company was not aligned with the accounting treatment and presentation of revaluation of fixed 
assets as prescribed in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 
2017, the Company has changed the accounting policy to bring it in conformity with the accounting 
treatment and presentation of revaluation of fixed assets as specified in IAS 16 'Property, Plant and 
Equipment'. The detailed information and impact of this change in policy is provided in note 5 to these 
unconsolidated financial statements. 

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount. 

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal. 

 The Company classifies a non-current asset as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale. 

 Investment in subsidiaries is initially recognised at cost. At subsequent reporting dates, the recoverable 
amount is estimated to determine the extent of impairment loss, if any, and carrying amount of the 
investment is adjusted accordingly. 

 Investment in its associates is accounted for under the equity method of accounting where an associate is 
an entity in which the Company has significant influence and which is neither a subsidiary nor a joint venture.

 Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Company’s share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company’s net investment in the associate. The income 
statement reflects the share of the results of operations of the associate. Where there has been a change 
recognised directly in the equity of the associate, the Company recognises its share of any changes 
and discloses this, when applicable, in the statement of changes in equity.   

 Associates’ accounting policies conform to those used by the Company for like transactions and events 
in similar circumstances.   

 The Company discontinues the use of the equity method from the date when it loses the power to 
participate in the financial and operating policy decisions of the investee. If the retained interest of the 
Company in the former associate is a financial asset, the Company measures the retained interest at 
fair value. The fair value of the retained interest is regarded as its fair value on initial recognition as a 
financial asset. The Company recognises in the profit or loss any difference between the fair value of 
the retained interest and any proceeds from disposing of a part interest in the associate and the carrying 
amount of the investment at the date the equity method was discontinued. 

 When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or changes 

in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such an indication 
exists, and where the carrying value exceeds the estimated recoverable amount, assets are written down 
to their recoverable amount. The resulting impairment loss is recognised in the profit or loss. 

 Financial assets are recognised at the time when the Company becomes a party to the contractual 
provisions of the instrument. The management determines the appropriate classification of the financial 
assets in accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial 
Instruments: Recognition and Measurement' at the time of the purchase of the financial assets and 
re-evaluates this classification on a regular basis. The classification depends on the purpose for which 
the financial assets are acquired. The financial assets of the Company are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Company manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Company has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.   

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including 
acquisition charges.   

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.   

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.   

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.   

The Company assesses at the end of each reporting period whether there is any objective evidence 
that a financial asset or a group of financial assets is impaired. When there is an objective evidence 
that an impairment loss has been incurred, the amount of loss is measured as follows:

 The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available-for-sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale securities, the cumulative 
loss that has been recognised  in reserves in the statement of financial position is removed therefrom 
and recognised in the profit or loss.

 Financial assets are derecognised when the Company loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year. 

 Financial liabilities are recognised at the time when the Company becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year. 

 Financial assets and financial liabilities are offset and the net amount is reported in the financial statements 
only when the Company has a legally enforceable right to offset and the Company intends to either 
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income and 
expense items of such assets and liabilities are also offset and the net amount is reported in the financial 
statements only when permitted by the accounting and reporting standards as applicable in Pakistan.

 Transaction costs relating to long-term finances are amortised over the period of agreement using the 
effective interest method. 

 Profit on Certificates of Deposit (CODs) issued by the Company is recognised using the effective interest 
method.

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

 A contingent liability is disclosed when the Company has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Company; or the Company has a present legal or 
constructive obligation that arise from past events, but it is not probable that an outflow of resources 
embodying benefits will be required to settle the obligation, or the amount of the obligation cannot be 
measured with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income. 

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 
the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year. 

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Company  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Company also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets/ foreign currency translation reserves which is adjusted against the related deficit / surplus 
in accordance with the requirements of International Accounting Standard (IAS) 12 Income Taxes.

 Rental income from Ijarah arrangement is recognised on accrual basis. 

 Return on debt securities is recognised using the effective interest method. 

 Return on deposits is recognised using the effective interest method. 

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

 Gain / loss on sale of investments is recognised in the period in which it arises. 

Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.   

 Income recognition on finances and loans is suspended when it is past due by ninety days or more and 
sixty days in case of micro finance. 

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.   

 Other income is recognised on a receipt basis. 

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic earnings 
per share 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 earnings per 
share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted 
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, 
if any.

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts 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.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.

 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Company had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.2 to these unconsolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve. 

 During the year, the Company changed its policy for classification of security deposits received from 
lessees under finance lease contract as these are adjustable against residual value at the expiry of the 
lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.4 and 8 to these unconsolidated financial statements.

 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

   of leasehold land and office

   finance lease 26,271,915,580 (8,433,242,221) 17,838,673,359 26,148,183,877 (8,480,953,193) 17,667,230,684

 Long term deposits 6,128,429,912 (6,128,429,912) - 5,617,086,802 (5,617,086,802)  -

   non-current liabilities  7,066,608,222 (2,304,812,309) 4,761,795,913 7,967,221,377 (2,863,866,391)  5,103,354,986

  39,789,960,316   (16,866,484,442)  22,923,475,874   40,049,873,320   (16,961,906,386)  23,087,966,934 

 

For the year ended June 30, 2018

    

Notes to and Forming Part of The
Unconsolidated Financial Statements

7 INTANGIBLE ASSETS

 Computer software and license 7.1 20,033,707  12,185,643

7.1 Following is a statement of intangible assets:

 
     and license 62,071,214   17,826,560  78,825,839   49,885,571   9,978,496  58,792,132  20,033,707 33%
    (1,071,935)   (1,071,935)
  62,071,214   17,826,560 78,825,839 49,885,571 9,978,496 58,792,132 20,033,707   
    (1,071,935)    (1,071,935) 

 * Represents asset transferred from intangibles to computers and accessories

 
    and license 55,110,336   6,960,878   62,071,214   43,384,484   6,501,087   49,885,571   12,185,643 33%
   55,110,336   6,960,878   62,071,214   43,384,484   6,501,087   49,885,571   12,185,643

7.2 Included in cost of intangible assets are fully amortised items which are still in use aggregating to Rs. 
42.37 million (2017: Rs. 39.05 million).        
   

7.3 No intangible assets were disposed off during the year.      
     

7.4 The amortisation expense for the year has been charged to administrative and general expenses.

8 NET INVESTMENT IN FINANCE LEASE

 Instalment contract receivables  22,573,597,326   20,900,257,843 
 Residual value  8,661,544,481   8,495,061,038 
 Less: Adjustable security deposit 8.1 8,642,760,086   8,480,953,193
  8.2 22,592,381,721   20,914,365,688

 Less: Unearned finance income  3,751,574,061   3,247,135,004
   18,840,807,660   17,667,230,684 
         

 
8.1 Security deposit is received from the lessees under finance lease contract which is adjustable at the 

expiry of the lease period.





















































































(Restated)



Note 2018 2017



in finance lease

Present value of investment 
in finance lease

2018 2017
(Restated)

2018 2017
(Restated)





For the year ended June 30, 2018

Notes to and Forming Part of The
Unconsolidated Financial Statements

8.2 Details of investment in finance lease      
         





 Less than one year 11,329,421,879 11,177,407,438 9,322,608,857   9,226,214,842 
 One to five years 11,262,959,842 9,736,958,250 9,518,198,803   
  22,592,381,721 20,914,365,688 18,840,807,660   17,667,230,684

8.3 The Company's implicit rate of return on leases ranges from 7.70% to 24.00% (2017: 8.17% and 24.00%) 
per annum. These are secured against leased assets and security deposits averaging 21% (2017: upto 
21.00%) of the cost of leased assets and personal guarantees.

8.4 Based on the NBFC Regulations, the aggregate amount of income suspended as at June 30, 2018 
amounted to Rs. 869.14 million (2017: Rs. 838.59 million).

8.5 Lease rentals received during the year aggregate to Rs. 12,066 million (2017: Rs. 11,675 million).

9 INVESTMENT IN SUBSIDIARIES

 - ORIX Services Pakistan (Private) Limited (OSPPL) 9.1 182,430,262    182,430,262
 - ORIX Modaraba  9.2 139,944,032    139,944,032 
  322,374,294    322,374,294 

9.1 On June 20, 2016, the Company acquired 100% shareholding (4,450,000 shares) in Standard Chartered 
Services of Pakistan (Private) Limited (SCSPL), a management company managing Standard Chartered 
Modaraba (SCM). SCSPL, became a subsidiary of the Company as at the aforementioned date and 
was renamed to ORIX Services Pakistan (Private) Limited. The Company continues to hold 100% shares 
in ORIX Services Pakistan (Private) Limited till date.

 The Chief Executive Officer of OSPPL is Mr. Raheel Ahmed Qamar. The Company is incorporated in 
Karachi, Pakistan. The latest available Financial Statements, which are prepared on going concern 
basis, have been audited by A.F Fergusons, Chartered Accountants and they have expressed an 
unqualified opinion.

9.2 On June 21, 2016, the Company acquired 10% certificate holding (4,538,353 certificates) in Standard 
Chartered Modaraba (SCM, the Modaraba) which was being managed by SCSPL as the Modaraba 
management company. Since the Company had acquired 100% shareholding in the management 
company as mentioned in note 9.1 above, the investment in SCM has been accounted for as an 
investment in subsidiary in view of the control which the Company exercises through the fully owned 
management company and an aggregate holding of 20% in the certificates of Modaraba by the Company 
and OSPPL. The Modaraba has been renamed as ORIX Modaraba. 

 The Chief Executive Officer of ORIX Modaraba is Mr. Raheel Ahmed Qamar.



Note 2018 2017


 
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Note 2018 2017


2018 2017
(Number of Shares)

10 INVESTMENT IN ASSOCIATED UNDERTAKINGS

 Related parties
 Investment in associated undertakings  10.1 672,208,880  1,972,102,566

10.1 The breakup of carrying value of investments in equity accounted undertakings is as follows:



   Quoted

  30,392,901  Oman ORIX Leasing Company SAOG 10.1.1  1,251,617,039

   Unquoted

 1,375,000 1,375,000 Saudi ORIX Leasing Company 10.1.2  581,492,972

  920,000  ORIX Leasing Egypt SAE 10.1.3  138,992,555

      1,972,102,566 

10.1.1 During the year the shareholders of Oman ORIX Leasing Company SAOG (OOLC) in a meeting 
held on December 13, 2017  approved a scheme of merger of OOLC with and into National Finance 
Company SAOG (NFC), Oman. As per the proposed scheme of merger, the shareholders of OOLC 
could exercise option to either accept shares in NFC at a swap ratio of 1:1 or receive a cash payment 
equivalent to 1.2 times of book value per share of OOLC as at December 31, 2017, subject to 
merger being approved by shareholders and the regulators. The shareholders of the Company, in 
the Extraordinary General Meeting held on January 18, 2018, unanimously passed a resolution to 
accept the option to receive a cash payment equivalent to 1.2 times book value per share as at 
December 31, 2017 against 30,392,901 shares of OOLC held by the Company representing 
shareholding of 11.64%. Accordingly, no share of profit from OOLC was recorded subsequent to 
December 31, 2017. Capital gain on this divestment amounted to Rs. 329 million. In addition, the 
related exchange translation reserve amounting to Rs. 347.8 million has been reclassified from 
equity to unconsolidated profit or loss as other income (note 35).

10.1.2 The Company holds 2.5% ownership interest in Saudi ORIX Leasing Company (SOLC). The Chief 
Executive Officer of SOLC is Mr. Bader Alswailem. The Company was incorporated in Riyadh, Kingdom 
of Saudi Arabia. The latest available Financial Statements, which are prepared on going concern basis, 
have been audited by Price Waterhouse Coopers Chartered Accountants and they have expressed an 
unqualified opinion.

 During the year SOLC has recorded the impact of adoption of IFRS 9 in its opening retained earnings 
and presented it in Statement of Changes in Equity. The Company has taken this impact in unconsolidated 
statement of changes in equity.

10.1.3 The Company holds 23% ownership interest in ORIX Leasing Egypt SAE (OLE). Management intends 
divestment of the Company's investment in OLE, subject to necessary regulatory approvals. Accordingly, 
the investment is no longer accounted for under the equity method of accounting and has been classified 
as 'Held for sale' as at June 30, 2018 in accordance with the requirements of IFRS 5 "Non-current Assets 
held for sale and Discontinued Operations".
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 The Chief Executive Officer of OLE is Mr. Aijaz A. Butt. The Company was incorporated in Cairo, 
Egypt.  The latest available Financial Statements, which are prepared on going concern basis, have 
been audited by KPMG Hazem Hassan Public Accountants & Consultants and they have expressed 
an unqualified opinion.

10.1.4 Summarised un-audited financial statements of equity accounted undertakings are as follows: 

 Name 
  
2018

 Unquoted
       

 

 Quoted

       

 Unquoted
       
       

10.1.5 Movement of investment in associated undertaking is as follows:



       
 Share of profit for the year 36     
       
       
       
       
 Reclassified to held for sale 10.1.3     
       



       
 Share of profit for the year 36 188,021,341  21,334,370   -    19,786,535 229,142,246 
 
       
       
       
 Reclassified to long-term investments  -     - (284,249,975)  - (284,249,975)
       

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

Date of financial
 Total assets Total liabilities Revenues Profit / (loss) Interest held

For the period July 01 


Rupees

As at June 30

Oman ORIX
Leasing Company

SAOG
Note Saudi ORIX

Leasing Company
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Finance PSC

ORIX Leasing
Egypt SAE
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Leasing Company
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Leasing Company

Al Hail ORIX
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ORIX Leasing
Egypt SAE
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

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

11 LONG-TERM INVESTMENTS

 Held-to-maturity
 Pakistan Investment Bonds (PIBs) 11.1  63,354,946    81,125,356

 Available-for-sale (AFS)
 Al Hail ORIX Finance PSC 11.2  279,097,858    279,097,858 
 Less: Unrealised loss on remeasurement
    of financial asset classified as available-for-sale  -    (5,911,133)
 Less: Impairment  (49,917,389) -
     273,186,725

 Less: Current maturity 15  -    14,951,881
   292,535,415   

11.1 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations, 
2008 to maintain liquidity against certificates of deposit. These carry coupon rate of 12.00% (2017: 
9.60% to 12.00%) per annum and are due to mature on September 3, 2019.

11.2 The Company reassessed the fair value of its investment in Al Hail ORIX Finance PSC as at June 30, 
2018. Management has assessed that there are objective indications of impairment that would have an 
impact on the estimated future value of the investment. Accordingly, the difference of Rs. 49.9 million 
between the carrying value and fair value determined on the basis of Discounted Cash Flow method 
as at June 30, 2018 has been recognised in the unconsolidated profit or loss.

11.2.1 The movement in investment in Al Hail ORIX Finance PSC is as follows:

 Investment in associate reclassified to available-for-sale
     financial assets  279,097,858   284,249,975 
 Less: Loss on de-recognition of investment in associate  -  (5,152,117)

 Fair value at initial recognition of available-for-sale financial asset  279,097,858  279,097,858 
 Less: Unrealised loss on remeasurement of financial asset
     classified as available-for-sale  -  (5,911,133)
 Less: Impairment  (49,917,389) -
     273,186,725

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 

Note 2018 
Rupees



Note 2018 
(Restated)

Rupees





    

Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

12 LONG-TERM FINANCES AND LOANS

 Considered good
 Loans to key management personnel,
     other executives and employees
 Key management personnel - related parties 12.2 & 12.6  
 Other executives  35,767,268 
 Other employees   50,652,091
  12.1 & 12.6 152,988,602  
 Others
 Vehicle finance - secured 12.3  
 Micro finance 12.4 259,579,949   277,157,774 
 Musharakah finance - secured 12.5 33,503,695  39,905,435 
 Agri finance - secured 12.7 -  388,876 
   4,065,222,738  3,355,668,417 
     3,456,778,487 
 Considered doubtful

 Others

 Term finance - secured  187,058,867  195,008,867 
 Vehicle finance - secured  43,865,836  
 Micro finance  9,001,851  
 Musharakah finance - secured  590,322  -
 Agri finance - secured  14,626,656  15,076,327 
   255,143,532 
 Less: Allowance for potential loan losses  (255,143,532 ) (248,968,899 )
   -  -   
 Less: General provision against agri and
     micro finance loans 12.8 (1,297,933 ) (1,387,733 )
    3,455,390,754 
 Less: current maturity
 Key management personnel, other executives
     and employees  33,249,959  28,538,728 
 Others   1,896,142,564
  15 2,251,442,397 
   1,965,471,010  1,530,709,462

12.1 

 Opening balance  50,457,979  48,675,502 
 Disbursements   
 Repayments  (33,562,971 ) (17,641,619 )
   63,895,870  50,457,979

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 

---------------------------------------------Rupees---------------------------------------------

Names Maximum amount
 outstanding

Provisions /
(write-off)

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 

12.2 Loans to Key Management Personnel
  


     
     
     
 Mr. Khawar Sultan 1,058,847   -  
     
     
     
     
     
 Ms. Fakhara Rizwan 11,730,304   -  
     

 

12.3  This represents vehicle financing facility provided to individual and corporate customers on mark-up 
basis. The mark-up on these finances ranges from 10.51% to 22.00% (2017: 8.41% to 23.00%) per 
annum. These finances are repayable within a period of 1.5 years to 5 years (2017: 2 years to 5 years) 
and are secured against charge over vehicles and personal guarantees.

12.4  This represents long-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 28.00% to 35.78% (2017: 23.93% to 35.78%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
a period of 1.5 years (2017: 1.5 years).

12.5  This represents musharakah facilities provided to customers. The mark-up on these finances ranges 
from 11.35% to 17.00% (2017: 11.35% to 19.00%) per annum. The facilities have a repayment term of 
2 to 3 years (2017: 2 to 4 years) and are secured by assets subject to musharakah agreement. 

12.6  This represents loans given to staff in accordance with the terms of the Company's HR policy and 
includes house loans which are repayable within a period of 20 years or retirement date whichever is 
earlier. House loans are secured against equitable mortgage on the property by deposit of title documents 
of the property with the Company and carry mark-up of 4.00% (2017: 4.00%) per annum. Loans to Key 
Management Personnel, Executives and other employees (other than house loans) carry mark-up rates 
ranging from 7.50% to 15.00% (2017: 7.50% to 15.00%) per annum. These are secured against retirement 
benefits and are repayable within a period of five years.

 Maximum amount outstanding at the end of any month during the year against loans to key management 
personnel and executives was Rs. 61.90 million (2017: Rs. 83.22 million).   

12.7  This represents long-term finance offered to farmers on mark-up basis. The rate of return on these loans 
ranges from 15.00% to 28.00% (2017: 15.00% to 28.00%) per annum. These loans are repayable within 
a period of 1.5 year to 3 years (2017: 1.5 years to 3 years) and are secured against title documents of 
immovable property.
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NOTES TO AND FORMING PART OF THE

UNCONSOLIDATED FINANCIAL STATEMENTS

12.8  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

13 SHORT-TERM FINANCES

 Considered good

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 -  
    150,156,200 
 Considered doubtful

 Micro finance  9,098,053  
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 
    
 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
   -  -   
 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)
    149,435,904 

13.1 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

13.2 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

13.3 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

14 ACCRUED RETURN ON INVESTMENTS AND
 TERM FINANCE

 Investments   3,659,963 
 Term finance   52,287,945
   68,675,213  55,947,908 

15 CURRENT MATURITY OF NON-CURRENT ASSETS

 Current maturity of
 Net investment in finance lease 8.2 9,322,608,857  
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397  
   11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

(Restated)

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

Note 2018 
(Restated)

Rupees

Note 2018 
Rupees

16 SHORT-TERM INVESTMENTS

 At fair value through profit and loss
 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527
    891,507,492
 Available-for-sale
 Pakistan Investment Bonds (PIBs)  -  
 Ordinary shares - unlisted 16.3  
    
 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
   772,588,069  913,881,825 

16.1 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

16.2 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

16.3 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

17 ADVANCES AND PREPAYMENTS

 Advances - unsecured  10,182,452  

 Prepayments
 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965 
   22,457,324  
    39,337,154 
18 OTHER RECEIVABLES
  
 Considered good
 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   -  
 Others  25,512,350  17,452,837
   44,253,635   54,641,473 
 Considered doubtful
 Operating lease rentals receivable   
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers   
 Others   
   66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 
   44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

19 CASH AND BANK BALANCES

 Cash in hand   1,309,355 

 Balances with banks in:
 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151  
     340,575,087 
   499,815,713  

19.1 These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

20 ASSETS CLASSIFIED AS HELD FOR SALE

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   
   280,731,455  89,595,014 

20.1 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

      
20.2 The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 

approvals.

21 ISSUED, SUBSCRIBED AND PAID-UP CAPITAL


   Ordinary shares of Rs. 10 each

 106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

 30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

  2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

      
  
21.1 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 

ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

21.2 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year   
 Issue of right shares during the year   57,129,625   -   
 As at end of the year   

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

Note 2018 
Rupees

2018 
(Number of Shares)

Note
Rupees

2018

Note
Rupees

2018

(Number of Shares)
2018

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

Note
Rupees

201822 SURPLUS ON REVALUATION OF LEASEHOLD     
LAND AND OFFICE BUILDING - NET OF TAX  

 Opening balance   327,952,986  
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )
   318,755,783   327,952,986 
    
 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
     -   
 Adjustment on transfer of incremental depreciation to
    unappropriated profit   
  25 (9,029,958 )  (10,571,722 )
   309,725,825 

23 LONG-TERM FINANCES

 Secured
 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788 
 Less: Current maturity 32  
    
   5,796,539,928  
      
23.1 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 

Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     
 

24 LONG-TERM CERTIFICATES OF DEPOSIT    

 Unsecured
 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 
   3,225,368,617 

24.1 These certificates of deposit have been obtained for financing of operations and issued at expected 

rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 

Note
Rupees

2018
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

Note
Rupees

2018

2018

25 DEFERRED TAXATION

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments   
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )
   480,597,549   584,742,190

25.1 The movement in deferred tax during the year is as follows;

 Opening  584,742,190   
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 
    
26 OTHER LONG-TERM LIABILITIES

 Profit on certificates of deposit 26.1 202,558,668  

26.1 This represents accrued profit on Certificates of Deposit payable on maturity.  

27 DEFINED BENEFIT OBLIGATION - STAFF GRATUITY   

27.1 General description

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

    
27.2 Principal actuarial assumptions
     
 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 



 



    

Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  


27.3 The amount recognised in the Statement of Financial Position is as follows:     


 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)
    16,514,020

27.4 The movement in the defined benefit obligation over the year is as follows:     
    

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 
   198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982
  19,345,982 623,703   19,969,685
  218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 
    

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

Note
Rupees

2018
 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Present value of 
defined benefit 

obligation

2018

Fair value of plan 
assets

Net liability

Rupees

Present value of 
defined benefit 

obligation



Fair value of plan 
assets

Net liability

Rupees

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

27.5 The amount recognised in the profit or loss is as follows:    
    
   
 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)
   16,385,039  

27.6 The plan assets and defined benefit obligations are based in Pakistan.  
    
27.7 Plan assets consist of the following:

     
Government securities 171,465,991 96.48%  146,422,434  95.24%

 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%
  177,730,800  100.00%  153,738,644  100.00%

27.8 Historical results

      
 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 

 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

27.9 Actual return on plan assets during the year amounted to Rs. 11.630 million.  

    
27.10 Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 

million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  
      

27.11 The Fund is exposed to a number of risks, the most significant of which are detailed below:  


  This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

  This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

  This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

  This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee 
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 

-------------------------------------(Rupees)-------------------------------------

Withdrawal risk

Final salary risk

Investment risk

Mortality risk



2018 
(Restated)

Rupees

 



    

Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

27.12 The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  
    
 



 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 
       

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    
     

27.13 The distribution of timing of payment of benefits is as follows:     
   
  Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

27.14 The weighted average duration of the defined benefit obligation is 7.91 years.      
    

27.15 The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

28 TRADE AND OTHER PAYABLES


 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Other liabilities
 Advance from customers against finance lease
     and ijarah finance  15,850,868 
 Sales tax payable   
 Federal Excise Duty payable  2,742,445  
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000   
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795 
     158,717,572

    
    

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      


assumption

Increase in 
assumption

Decrease in 
assumption

Impact on defined benefit obligation

Rupees

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 



Note
Rupees

2018





    

Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

29 ACCRUED INTEREST / MARK-UP / PROFIT ON LOANS,
  FINANCESAND CERTIFICATES OF DEPOSIT

 Interest / mark-up / profit on
 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 
   242,329,587   332,570,990 
30 SHORT-TERM BORROWINGS

 From banking companies  
 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   
   2,355,358,951   2,448,686,564  

30.1 This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     
    

30.2 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  
    

31 SHORT-TERM CERTIFICATES OF DEPOSIT

 Unsecured   
 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   
    
   
31.1 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 

rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       
  

32 CURRENT MATURITY OF NON-CURRENT
   LIABILITIES
   
 Current maturity of:
 Long-term finances 23  
 Long-term certificates of deposit 24  916,325,000
   4,625,235,966  5,103,354,986  
   
33 CONTINGENCIES AND COMMITMENTS

33.1 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 

Note 2018 
Rupees

Note

Rupees

2018
(Restated)
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       


 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   
     

33.2 During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     
   

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

33.3 The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

33.4 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      
   

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

33.5 During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  
     

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  
     

33.6 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

33.7 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

33.8 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

34 INCOME FROM OPERATING LEASE     
 

 Generators   
 Ijarah finance   
    474,221,025

35 OTHER INCOME - NET   
  
 Income from financial assets
 Return on investments and deposits   
 Interest income on government securities  52,804,983  
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )
     80,678,553 

 Income from other than financial assets
 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1  
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334   
 Gain on sale of leased assets   
 Other exchange gains - net  18,636,455    50,053 
   549,406,236 
   895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Note
Rupees

2018

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      
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36 SHARE OF PROFIT OF EQUITY ACCOUNTED UNDERTAKINGS

 Names of associates

 Quoted
 
     

 Un-quoted
     0 

 ORIX Leasing Egypt SAE  69,665,302 16,023,021 86,028,413 19,786,535
     
     

37 FINANCE COST      


 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -   
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440
   1,390,009,059   1,585,888,181 
       


38 ADMINISTRATIVE AND GENERAL EXPENSES    

 
 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities   
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600   
 Legal and professional charges  38,594,990 
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021   
 Donations 38.3  5,835,000
 Office general expenses   
   1,094,161,651 

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

Note
Rupees

2018

Note
Rupees

2018

38.1 This includes expenses in relation to the following employee benefits:    
   

 Defined benefit plan - gratuity fund 27.5 16,385,039  
 Defined contribution plan - provident fund   
 Compensated absences   
   47,215,058   38,144,556 

38.2 Auditors' remuneration      


 Annual audit fee   
 Half yearly review fee   
 Other services and certifications   
 Sales tax on audit fee and other services  352,800 
 Out of pocket expenses   395,200 
   5,155,211   7,325,000 

38.3 Donations above Rs. 500,000   
  
 The Citizen Foundation   
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -
   5,720,000   

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      
 

39 DIRECT COST


 Court fee, stamp duty and others   16,250,742 

 Operating lease and ijarah finance
 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 
    386,153,268 
    

40 ALLOWANCE FOR POTENTIAL LEASE AND OTHER LOAN LOSSES
      
  
      


      
      
      
      
    
  


Total
Operating 

lease, 
investments 

Sub-total
Finances
and loans


leases

2018

Rupees

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

Total

Operating 
lease, 

investments 
Sub-total

Finances
and loans


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      
      
      
      
    
40.1 Provision against finances and loans


 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13  
   385,555,673  

40.2 Provision against other receivables and investments

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 
   74,150,589    85,577,076

41 OTHER (REVERSALS) / PROVISIONS - NET

 Operating lease, investments and other receivables
 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )
   (159,169 ) 
 Others
 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
    (159,169 )  (58,525,572 )
    
42 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS  AND EXECUTIVES 

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

    
  


 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 
  42,659,445 228,660,843  271,320,288
 Number of persons   

    
  

 Executives Total

2018

Rupees

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 

Rupees







Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Executives Total

Rupees

Note
Rupees

2018

2018
Rupees

2018
(Effective tax rate)

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449
    
 Number of persons 1 32 33
 
42.1 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 

twelve hundred thousand rupees in a financial year.     
 

42.2 The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    
 

42.3 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

43 TAXATION

 Current tax - for the year 43.1 563,359,341   
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 
   340,130,650  316,765,918

43.1 Super tax      


 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

43.2 Effective tax rate reconciliation       
 

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

  30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 
  19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

2017 (Restated)

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 



 



    

Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

  2015

Rupees

43.2.1 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   
     

43.3 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

 Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

43.4 Current status of pending tax assessments

 Tax Year 1999 to 2000

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 

assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Tax Year 2010 to 2017

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Tax Year 2010-2011 and 2014

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

     
43.5 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 

2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 







Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

44 OPERATING PROFIT BEFORE WORKING 
   CAPITAL CHANGES

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052 
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039  
 Fixed assets written-off 35  
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )
   835,573,099  1,421,010,925
   2,555,326,784   2,579,020,888

45 CASH AND CASH EQUIVALENTS

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )
   (1,210,543,238 ) (516,802,122 )

45.1 Reconciliation of movements of liabilities to cash flows arising from financing activities   
     

 Balance as at July 01, 2017  1,590,000,000 6,027,923,708 10,917,512,348 19,258,216  820,827,940  449,686,099 19,825,208,311

 Changes from financing

    cash flows

 Repayment (945,000,000) (838,447,984) (4,187,029,983) - - -  (5,970,477,967)

 Proceeds received - 86,464,317 2,700,000,000 - 571,296,250 1,413,949,254 4,771,709,821 

 Dividend paid - - - (208,353,425) - -  (208,353,425)

 Total changes from (945,000,000) (751,983,667)  (1,487,029,983) (208,353,425) 571,296,250 1,413,949,254  (1,407,121,571)

    financing activities 

 Other changes

 Dividend Declared - -  - 417,637,257 - -  417,637,257 

 Total other changes - - - 417,637,257 - - 417,637,257 

 Balance as at  June 30, 2018 645,000,000 5,275,940,041 9,430,482,365 228,542,048 1,392,124,190 1,863,635,353  18,835,723,997 

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

46 SEGMENT INFORMATION   

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

46.1 Segment analysis is given below:       
 

      
      
      
      
      
      

      
 Profit for the year     

 Other information 
      

      
 Total assets     

      
      
 Total liabilities     

      

      

 

 Capital expenditure - fixed assets for own use     

      

      
      
   

      

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

Total
Investment in 
subsidiaries, 
associates & 

others

Operating
lease

Finances
and loans


leases



Rupees

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

      

      

      

      

      

 Segment result     

      

      

 Profit for the year     841,244,045 

 Other information

      

      

 Total assets     

      

      

 Total liabilities     

      

      



 



 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

      

      

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

Total
Investment in 
subsidiaries, 
associates & 

others

Operating
lease

Finances
and loans


leases

2017 (Restated)

Rupees

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

2018

(Rupees)Sectors % (Rupees) %

2017 (Restated)

2018 
(Restated)

Rupees

46.2 Segment by class of business      


 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   
      
         

    
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
         
         

 Net investment in finance leases    
 Other finances and loans    
   23,533,134,828  21,551,330,532 
         
46.3 Segment by sector

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      
  

46.4 Geographical segment analysis

 The Company's operations are restricted to Pakistan only.

47 TRANSACTIONS WITH RELATED PARTIES     
 

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       


 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

Note 2018 
Rupees

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

47.1 Transactions with related parties during the year are given below:     
   

       
 

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  -  

 Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

 ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -   

 Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 
      
 State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense   
      
 Sui Northern Gas Pipelines Limited - Common directorship   
 Utilities bills payment  -   
      
 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made   
      
 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)     
 Contribution made 27.4  
      
 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  - 
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

Note 2018 

Rupees Other related party transactions during the year     
      
 Directors and key management personnel
 Compensation of directors and key management personnel
 Director fees paid   
 Short-term employee benefits    149,152,748 
  Retirement benefits   
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid   
 Issuance of certificates of deposit  2,856,410  
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

47.2 The balances with related parties as at year end:      
 Investment in subsidiaries 9  
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit   
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -    

48 STAFF STRENGTH
    
 Staff strength at the end of the year  515   
 Average number of employees*   
    
 *Represents the average taken of the number of employees at the end of each month in the year.   
  

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 

(Number of Staff)



TotalAvailable-for-
sale

At fair value 

through profit

and loss

Held-to-

maturity
Loans and 

receivables

2018

Rupees
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

2018
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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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

49 PROVIDENT FUND RELATED DISCLOSURES   
    
 The Company operates a Staff Provident Fund for its employees. The following information is based on 

the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  
  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments   

    

 Percentage of investments made 99% 98%
    
 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19%   
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637   
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 
  100.00% 100.00%    

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

50 FINANCIAL INSTRUMENTS BY CATEGORY

 
 Net investment in finance lease     
      
 Term finances and loans     
 
     term finance     
      
      
      
      
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 LIABILITIES

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 
   - 18,642,539,828   18,642,539,828




 
 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738
      
 Term finances and loans 3,604,826,658 - - - 3,604,826,658 
 
     term finance 55,947,908 - - - 55,947,908
      
      
      
      

 LIABILITIES
 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

51 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

Rupees

At fair value

through profit and loss At amortised cost
Total

2018

Rupees

At fair value

through profit and loss
At amortised cost Total

2017 (Restated)

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 







    

Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

Rupees
2018

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.

51.1 Market risk

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      


51.1.1Currency risk

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151 
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       
 

51.1.2 Yield / interest rate risk      

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

 balance sheet financial inst

 inancial asset
 et investment i
     finance lease        
 m investments        
 m finances and loans        
 ued 
 investments and
 m finance        
 m investments        
 eceivables        
 Investment in subsidiaies          
 Investment in associated undetakings        
 ash and bank balances        
         

 inancial Liabilitie
 m finances        
 tificates of deposit        
 m liabilities           
 ade and othe payables           
 ued inteup on loans
    finances and cetificates of deposit          
 npaid dividend           
 nclaimed dividend        
 ings        
         

 balance sheet gap         

 Offbalance sheet financial inst        
 Offbalance sheet gap         

 otal inteate sensitivity gap        

 umulative inteate sensitivity gap       
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

 On-balance sheet financial instruments

 Financial assets
 
    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   
          
 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   
 
 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 
         
         
           
 
         
         
 Total        

 Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 
            
         
 
    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 
         
         
 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
 Total        

 On-balance sheet gap        

 Off-balance sheet financial instruments          
 Off-balance sheet gap (b)        

 Total interest rate sensitivity gap (a+b)       

 Cumulative interest rate sensitivity gap       
         

 a)   Sensitivity analysis for variable rate financial instruments

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).


 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 

short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.
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Exposed to yield / interest rate risk
 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 

classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       
 

  b) Sensitivity analysis for fixed rate financial instruments    
 

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   
 

51.1.3 Other price risk      
 

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     
    

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    
 

51.2 Credit risk       
 

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   
      
  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 



Finance lease (net of 

security deposit)

 Finances

& loans 

Investments &

other receivables
 Total

2018
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  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 





Notes to and Forming Part of The
Unconsolidated Financial Statements

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

2018 
(Restated)

Rupees

 The maximum exposure to credit risk at the reporting date is:     
      


     
 Net investment in finance lease    
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments    
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries    
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087
    24,225,383,469  

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.


 The carrying value of non performing receivables are as follows:    

    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 
  677,866,476 354,616,851 69,587,981  1,102,071,308 
  924,124,734 385,555,673  74,150,589  1,383,830,996 
 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
  100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 



Finance lease (net of 

security deposit)

 Finances

& loans 

Investments &

other receivables
 Total

2017



  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 
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Notes to and Forming Part of The
Unconsolidated Financial Statements

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

Rupees
2018

Rupees
2018

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473
     
  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   
      
      
The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    
     

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 Bank balances

 AAA  434,447,565  282,812,215 
 AA+   
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556  
 A-   -    355,211 
 State Bank of Pakistan   
    340,575,087

 The Company does not hold any other financial assets which are rated.     
   

51.3 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 



  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 





Notes to and Forming Part of The
Unconsolidated Financial Statements

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

 Long-term finances      
 Certificates of deposit      
       
 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit      
       
       
 Short-term borrowings      
       

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 
       
 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 
       
       
 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   
       

52 FAIR VALUE MEASUREMENT      
 

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       
 

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  
     

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

 

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 
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 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 



  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 



Notes to and Forming Part of The
Unconsolidated Financial Statements

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

Level 1 Level 2 Level 3  Total

Rupees

2018

Level 1 Level 2 Level 3  Total

Rupees

2017

 Fair value hierarchy      
 

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    
    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  
     

 - Level 2:  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); and  
     

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    
   

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

 

 Financial assets
 Available-for-sale financial assets
     
     

 Financial assets at fair value through
     profit or loss
     

 Non-financial assets
     
 Total    

 

 Financial assets
 Available-for-sale financial assets
     
     
     

 Financial assets at fair value through
     profit or loss 
     

 Non-financial assets
     
     

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 



  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.





Notes to and Forming Part of The
Unconsolidated Financial Statements

 Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.


 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

53 CAPITAL RISK MANAGEMENT      
 

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  
 

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  
      
  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 

54 EARNINGS PER SHARE - basic and diluted

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 
       

 
54.1 Diluted earnings per share has not been presented separately as the Company does not have any 

convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      


financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 
requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    

Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 

 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 

Rupees
2018



  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are required to 
maintain a general provision equivalent to 0.5% of the net outstanding micro finance portfolio (finance 
net of specific provisions).

 Micro finance 13.1  142,865,215 
 Term finance - secured 13.2   6,099,995 
 Agri finance - secured 13.3 - 

 150,156,200 

 Micro finance  9,098,053 
 Term finance - secured   115,407,326 
 Agri finance - secured   5,631,303 

 Less: Allowance for potential losses  (127,963,086 ) (129,306,332 )
-  -   

 Less: General provision against agri and
     micro finance loans 12.7 (1,151,122 ) (720,296)

 149,435,904 

 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

 Investments   3,659,963 
 Term finance   52,287,945

68,675,213  55,947,908 

 Net investment in finance lease 8.2 9,322,608,857 
 Long-term investments 11 -  14,951,881 
 Long-term finances and loans 12 2,251,442,397 

11,574,051,254  11,165,848,015 

 Cash in hand   1,309,355 

 - Current accounts   297,605,441 
 - Deposit accounts 19.1 25,699,151 

  340,575,087 
499,815,713 

These carry expected profits rates ranging from  2.40% to 5.75%  (2017: 2.46% to 5.25%).   

 Repossessed assets 20.1  1,840,615 
 Investment in associated undertaking
   - OPP (Private) Limited 20.2 87,754,399  87,754,399 
   - ORIX Leasing Egypt SAE 10.1.3  -   

280,731,455  89,595,014 

 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Company intends to dispose off these assets to recover the 
balance amount outstanding against such leases.  

The Company intends to divest its investment in OPP (Private) Limited, subject to necessary regulatory 
approvals.

   Ordinary shares of Rs. 10 each

106,485,517 49,355,892  Fully paid in cash 21.2 1,064,855,170 493,558,920 

30,544,364   30,544,364  Fully paid bonus shares   305,443,640 305,443,640 

 2,182,538 2,182,538  Fully paid shares against amalgamation  21,825,380 21,825,380 

 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding.

 During the year, the Company issued 57,129,625 right shares at Rs. 35 per ordinary share, including a 
premium of Rs. 25 per ordinary share.

 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year  
 Issue of right shares during the year   57,129,625   -   
 As at end of the year  

The amount recognised in the Statement of Financial Position is as follows:     

 Present value of defined benefit obligation 27.4  170,252,664 
 Fair value of plan assets 27.4 (177,730,800)  (153,738,644)

 16,514,020

The movement in the defined benefit obligation over the year is as follows:     

 At July 1 170,252,664  (153,738,644)  16,514,020
 Current service cost   15,162,956 -   15,162,956
 Interest expense / (income) 13,476,663   (12,254,580)  1,222,083 

 198,892,283   (165,993,224)  32,899,059
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703 
 - Experience losses 19,345,982 - 19,345,982

19,345,982 623,703   19,969,685
218,238,265 (165,369,521)  52,868,744

 Contributions made  -   (32,899,060)  (32,899,060)
 Benefits paid  (19,553,003) 20,392,206   839,203
 Benefits payable to outgoing member(s) (984,778) 145,575   (839,203)
 At June 30 197,700,484 (177,730,800)  19,969,684 

 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -  12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
  183,677,696   (170,209,678)  13,468,018 
 Remeasurements:    
 - Interest on plan assets, excluding amounts     
      included in interest expense - 6,983,136   6,983,136 
 - Experience losses 9,530,886 -   9,530,886 
  9,530,886  6,983,136   16,514,022 
  193,208,582  (163,226,542)  29,982,040

 Contributions made -  (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576
 Benefits payable to outgoing member(s)  (145,576)  -  (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020 

The amount recognised in the profit or loss is as follows:    

 Current service cost  15,162,956    12,894,574 
 Interest expense/ (income)      (889,788)

16,385,039 

The plan assets and defined benefit obligations are based in Pakistan.

Plan assets consist of the following:

Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%

177,730,800  100.00%  153,738,644  100.00%

 Present value of defined benefit obligation   170,252,664  156,681,763  161,024,331  135,189,600 
 Fair value of plan assets (177,730,800) (153,738,644) (155,218,531) (160,175,134) (131,270,153)
 Deficit  16,514,020  1,463,232  849,197  3,919,447 

 Remeasurements of plan liabilities 19,345,982   9,530,886   2,990,578   720,795   495,591

 Remeasurements of plan assets   6,983,136   (1,238,531) (586,481)   4,258,092

Actual return on plan assets during the year amounted to Rs. 11.630 million.

Based on the actuarial advice, the Company intends to charge an amount of approximately Rs. 20.576 
million in respect of gratuity fund in the financial statements for the year ending June 30, 2019.  

The Fund is exposed to a number of risks, the most significant of which are detailed below:  

 This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Company uses past pattern which provides basis to form a reliable estimate.

This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Company ensures the avalibility of sufficient liquid 
funds in the gratuity fund and makes regular contributions to minimise the risk.   

The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is as follows:  

 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial 
assumptions the same method (present value of the defined benefit obligation calculated with the 
projected unit credit method at the end of the reporting period) has been applied as when calculating 
the gratuity liability recognised in the Statement of Financial Position.    

The distribution of timing of payment of benefits is as follows:     

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

The weighted average duration of the defined benefit obligation is 7.91 years.      

The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Company.

 Creditors   778,354,628 
 Accrued liabilities  156,746,558   154,032,114 

 Advance from customers against finance lease
     and ijarah finance  15,850,868
 Sales tax payable  
 Federal Excise Duty payable  2,742,445 
 Insurance payable  59,184,842   65,476,741 
 Provision for Sindh Workers' Welfare Fund  9,975,000  
 Payable to minority shareholders of SCLL  14,988,515   15,242,507 
 Others  34,596,795

  158,717,572

 Long-term finances  110,956,187   132,151,718 
 Short-term borrowings    44,035,872 
 Certificates of deposit  114,311,253   156,383,400 

242,329,587   332,570,990 

 Running finance arrangements - secured 30.1 1,710,358,951   858,686,564 
 Short term loans - secured 30.2 645,000,000   1,590,000,000   

2,355,358,951   2,448,686,564  

This represents short-term running finance facilities available from commercial banks for financing of 
operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting to Rs 245 million 
have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). These facilities 
have been obtained for financing of day to day operations. The rate of mark-up ranges from 7.03% to 
7.93% (2017: 6.77% to 7.61%) on a daily product basis. These are secured by hypothecation of leased 
assets, related lease receivables and financing receivables.     

 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 month 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables.  

 Short-term certificates of deposit 31.1 962,685,118   983,589,858 
 Payable to holders of matured certificates of deposit  85,096,989   127,676,153   

 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months).       

 Current maturity of:
 Long-term finances 23 
 Long-term certificates of deposit 24  916,325,000

4,625,235,966  5,103,354,986  

 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Company preferred an appeal against the amended assessment order passed by the ACIR 

before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the appeal with 
minor relief to the Company. The Company has filed an appeal before the Appellate Tribunal Inland 
Revenue (ATIR) on the issues decided against the Company by the CIR-A which is pending for 
adjudication.       

 Based on the merit of the case, Management is confident that the decision will be in the Company’s 
favour, hence, no provision has been recorded in these unconsolidated financial statements.   

During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Company's 
appeal against these amended orders before the CIR-A was maintained and is currently pending 
adjudication before the ATIR. The Company has obtained stay against recovery of demand from the 
Sindh High Court (SHC) until adjudication of appeal by ATIR.     

 Based on the merits of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements. 

The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these unconsolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

 During the year 2016, the Company received a show cause notice from the Sindh Revenue Board (SRB) 
as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of generators on 
operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be recovered from 
the Company. Further, the Company received another show cause notice from SRB during April 2018 
on the same grounds whereas the Company was alleged to have not paid sales tax amounting to Rs. 
73.6 million during the year ended June 30, 2016.      

 The Company’s tax advisor is of the opinion that sales tax liability framed through above referred show 
cause notices on renting out of generators is unlawful for the reason that SRB has no legislative 
competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Company by Sindh High Court (SHC) for levy of SPST on renting of generators. 
The SHC had stayed the demand of sales tax on renting of generators while restricting SRB from taking 
any coercive measures against the Company until further orders of SHC.

During the year 2017, the Company received show cause notice from SRB for short payment of SPST 
of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional Commissioner 
SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 2017 which was 
also challenged by the Company by filing an appeal before Commissioner Appeals SRB Karachi.  

 Based on the merit of the case, Management considers that decision will be made in the Company’s 
favour and, hence, no provision has been recorded in these unconsolidated financial statements.  

 During the year, the Company received a notice from SRB regarding non-payment of stamp duty on 
purchase orders amounting to Rs. 12.6 million. The Company’s legal advisor is of the opinion that 
application of stamp duty on purchase orders is unlawful. The Company filed a petition before the SHC 

challenging the levy of stamp duty on purchase orders. The SHC has passed ad-interim stay order 
restricting SRB from taking any coercive measures against the Company until further orders of SHC.

 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).      

 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil).

 Generators  
 Ijarah finance  

 474,221,025

 Return on investments and deposits  
 Interest income on government securities  52,804,983 
 Dividend income  12,675,541    15,852,388 
 Capital gain on sale of investments - net    297,857 
 Unrealised loss on remeasurement of financial assets
     at fair value through profit or loss - net  (236,938 )  (553,926 )
 Impairment on investments  (49,917,389 )  (7,463,390 )

  80,678,553 

 Other fees and income      141,595,271 
 Unrealised exchange gain transferred from other
    comprehensive income on cessation of equity 
    accounting for associated undertaking 10.1.1 
 Gain on disposal of asset classified as 'held for sale'  -    5,839,116 
 Documentation fee    35,756,020 
 Write-off in respect of fixed assets for own use  (22,003 )  (772,313 )
 Gain on disposal of fixed assets  11,755,334  
 Gain on sale of leased assets  
 Other exchange gains - net  18,636,455    50,053 

549,406,236
895,715,239  367,520,280

 The Company has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 
‘Operating lease’, based on the nature of business and the related risks and returns associated with 
these segments. The finance lease operations are primarily for long-term leases of movable assets to 
corporate entities and individuals. Finances and loans are primarily extended to corporate entities and 
individuals for purchase of saloon vehicles. This segment also includes micro finance which primarily 
represents group/ community based lending to the under-privileged community. Under the operating 
lease segment, the Company provides equipment on short-term rentals to corporate entities. Other 
operations, which do not fall into the above segment categories and are not deemed by the Management 
to be sufficiently significant to disclose as separate items, are reported under 'Investment in subsidiaries, 
associates, and others'. 

Segment analysis is given below:       

Profit for the year

Other information

Total assets

Total liabilities

 Capital expenditure - fixed assets for own use 

 Profit for the year     841,244,045 

 Capital expenditure - Fixed assets for own use - - - - 50,036,635 

 Term finances  - 9,430,482,365   9,430,482,365 
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668 
 Trade and other payables  - 907,328,168   907,328,168 
 Accrued interest / mark-up / profit on    
       loans, finances and certificates of deposit  - 242,329,587   242,329,587 
 Unpaid dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 20,317,978   20,317,978 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 

- 18,642,539,828   18,642,539,828

 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738

 Term finances and loans 3,604,826,658 - - - 3,604,826,658 

     term finance 55,947,908 - - - 55,947,908

 Long-term finances  - 10,917,512,348   10,917,512,348 
 Certificates of deposit  - 6,027,923,708   6,027,923,708 
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,024,238,162   1,024,238,162 
 Accrued interest / mark-up / profit on loans,
     finances and certificates of deposit  - 332,570,990   332,570,990 
 Unpaid dividend  - -  -   
 Unclaimed dividend  - 19,258,216   19,258,216 
 Short-term borrowings  - 2,448,686,564   2,448,686,564 
   -    20,984,228,178   20,984,228,178

 The Company's activities expose it to a variety of financial risks which mainly include market risk, credit 
risk and liquidity risk. The Board of Directors of the Company has the overall responsibility for the 

On-balance sheet financial instruments

     finance lease 7.7% - 24.00% 

 Term finances and loans 4.00% - 37.73% 

 term finance  

 Long-term finances 6.46% - 8.07%  
 Certificates of deposit 6.40% - 12.15% 

    finances and certificates of deposit  

 Short-term borrowings 7.03% - 7.93% 

Off-balance sheet financial instruments

On-balance sheet financial instruments

Financial assets

    finance lease 8.17% - 24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -   

 Term finances and loans 5.00% - 37.73% 3,604,826,658  397,716,222  459,084,427  1,217,316,547  1,530,709,462 - -   

 investments and term finance  55,947,908   -     -     -     -     -    55,947,908 

Total

Financial liabilities
 Long-term finances 6.88% - 7.40% 10,917,512,348  473,809,524  1,141,666,666  2,571,553,796  6,730,482,362   -     -   
 Certificates of deposit 5.35% - 12.50%  6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153 

    finances and certificates of deposit  332,570,990   -     -     -     -     -    332,570,990 

 Short-term borrowings 6.61% - 7.61%  2,448,686,564  2,158,686,564  290,000,000   -     -     -     -   
Total

On-balance sheet gap

Off-balance sheet financial instruments
Off-balance sheet gap (b)

Total interest rate sensitivity gap (a+b)

Cumulative interest rate sensitivity gap

 The Company has extended KIBOR based short-term and long-term leases and finances to various 
counter parties that expose the Company to cash flow interest rate risk. In case of increase / decrease 
in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the profit 
before tax for the year ended June 30, 2018 would have been lower / higher by Rs. 146.58 million (2017: 
Rs.183.5 million).

 Furthermore, the Company also has KIBOR based financial liabilities in Pakistani Rupees representing 
short-term running finance arrangements, short-term and long-term finances obtained from various 

 The table below summarises the Company's financial liabilities into relevant maturity groupings based 
on the remaining period at the statement of financial position date to contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.

Long-term finances  
 Certificates of deposit  

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  

 Short-term borrowings  

 Long-term finances  10,917,512,348 12,226,410,121 1,866,187,071 3,000,564,130 7,359,658,920 
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 

 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  546,609,180 546,609,180 190,201,228 118,946,660 237,461,292 

 Short-term borrowings  2,448,686,564  2,483,333,057  2,483,333,057   -     -   

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.       

 Underlying the definition of fair value is the presumption that the Company is a going concern without any intention 
or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

 As at June 30, 2018 the Company  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method while the subsidiaries have been kept at cost. The fair value of net investments 
in finance lease, long-term loans and finances and other receivables, long-term certificates of deposit 
and other payables are approximately equal to their carrying values. The provision for impairment of 
finance lease and long-term loans and finances and other receivables has been calculated in accordance 
with the Company’s provisioning policy and the requirements of the NBFC Regulations, 2008.  

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered to be 
significantly different from their carrying values since these are short-term in nature or are periodically repriced.

Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

 The objective of the Company when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns for shareholders and benefits for other stakeholders, 
and to maintain a strong capital base to support the sustained development of its business.  

 The Company manages its capital structure by monitoring return on net assets and makes adjustments 
to it in the light of changes in economic conditions. In order to maintain or adjust the capital structure, 
the Company may adjust the amount of dividend paid to its shareholders or issue new shares.  

  As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Company has maintained and complied with the minimum equity 
requirement during the current year.

 Profit for the year after taxation   1,379,623,035  841,244,045

 Weighted average number of ordinary shares (Restated)  136,477,359  89,297,574

 Earnings per share - basic and diluted (Restated)  10.11    9.42 

 Diluted earnings per share has not been presented separately as the Company does not have any 
convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have any effect on 
the earnings per share if the option to convert is exercised.      

financial institutions and certificates of deposit which expose the Company to cash flow interest rate 
risk. In case of increase / decrease in KIBOR by 100 basis points on the last repricing date with all other 
variables held constant, the profit before tax for the year ended June 30, 2018 would have been lower 
/ higher by Rs.111.4 million (2017: Rs.122.0 million).

 Presently, the Company does not hold any variable rate financial instrument carried at 'fair value through 
profit or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving 
accounts. The interest rate of these bank accounts ranges from 2.40% to 5.75% (2017: 2.46% to 5.25%) 
per annum.       

 As at June 30, 2018, the Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Company to fair value interest rate risk. In case of 100 basis points increase / decrease 
in rates announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan 
Investment Bonds with all other variables held constant, the net income for the year and net assets of 
the Company would have been higher / lower by Rs. 0.5 million (2017: Rs.1.05 million).   

 Other 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 rate risk or currency risk) 
whether those changes are caused by factors specific to the individual financial instruments or its issuer, 
or factors affecting all similar financial instruments traded in the market.     

 Other price risk arises when the Company has made investment in shares of listed companies or mutual 
funds. Currently, the Company does not hold such investment. However, the Company has adopted a 
policy to diversify its portfolio and continuously monitor developments in markets. In addition the Company 
actively monitors the key factors that affect stock price movement.    

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 
the other party to incur a financial loss. The risk is generally limited to principal amounts and accrued 
profit thereon, if any. The Company has established procedures to manage credit exposure including 
credit approval limit, credit exposure limits, collateral and guarantee requirements. These procedures 
incorporate both internal guidelines as well as the requirements of the NBFC Rules and the NBFC 
Regulations. The Company also manages credit risk through an independent credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable.   

  All investing transactions are settled / paid for upon delivery. The Company's policy is to enter into 
financial instrument contracts by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business 
activities, or activities in the same geographical region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, political 
or other conditions. The concentration of credit risk indicates the relative sensitivity of the Company’s 
performance to developments affecting a particular industry or geographic location. As at June 30, 2018, 
out of the total financial assets of Rs. 25,049 million (2017: Rs. 24,363 million) the assets which were 
subject  to credit risk amounted to Rs. 24,225 million (2017: Rs. 23,381 million). Significant concentration 
of the Company’s risk assets by class of business, industry sector and geographical region is set out in 
note 46. 

 



Notes to and Forming Part of The
Unconsolidated Financial Statements

55 NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD   


 The Board of Directors in its meeting held on September 14, 2018 proposed a final dividend of Rs. 3.00 
per share (2017: Rs 3.00 per share) for the year ended June 30, 2018, amounting to Rs. 417,637,257 
(2017: Rs. 417,637,257) and proposed bonus issue in the ratio of 1 share for every 5 shares held of Rs. 
278,424,840 (2017: Nil). This appropriation will be approved by the members of the Company at the 
Annual General Meeting to be held on October 23, 2018. The unconsolidated financial statements for 
the year ended June 30, 2018 do not include the effect of the appropriation which will be accounted for 
in the financial statements of the Company for the year ending June 30, 2019. 

  
56 CORRESPONDING FIGURES      

 
 The fourth schedule to the Companies Act, 2017 has introduced certain presentation and classification 

requirements for the elements of financial statements. Accordingly, the corresponding figures have been 
rearranged and reclassified, wherever considered necessary, to comply with the requirements of 
Companies Act, 2017. Following major reclassifications have been made during the year other than 
disclosed elsewhere in these unconsolidated financial statements.    


 Description  Reclassified from Reclassified to 2017 
    (Rupees) 

    
Reserves Reserves Capital reserves 1,428,793,478  
   Revenue reserves 1,899,442,263 


 Unpaid dividend Trade and other payables Unpaid dividend  - 
 Unclaimed dividend Trade and other payables Unclaimed dividend 19,258,216 
    
57 DATE OF AUTHORISATION FOR ISSUE

 These unconsolidated financial statements were authorised for issue on September 14, 2018 by the 
Board of Directors of the Company.        
  

58 GENERAL      
  

 Figures reported in these unconsolidated financial statements have been rounded off to the nearest 
Rupee unless otherwise stated.

 Treasury bills 16.1 758,747,378  883,506,965 
 Term finance certificates 16.2 7,500,000  8,000,527

 891,507,492

 Pakistan Investment Bonds (PIBs)  - 
 Ordinary shares - unlisted 16.3 

 Less: Allowance for potential losses 40.2 7,500,000  8,000,527 
772,588,069  913,881,825 

 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20% to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully provided.

 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Company holds 843,975 number of shares with a face value of Rs.10 each. These include 506,385 
(60% shares) which are required to be held separately in a blocked account with the Central Depository 
Company of Pakistan Limited to restrict the sale of these shares by the members. However, the rights 
to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are vested 
with members while the voting rights attached to these shares are suspended. In the absence of an 
active market, these shares have been carried at face value of Rs. 10 each.

 Advances - unsecured  10,182,452 

 Prepaid insurance on own assets  952,347  1,516,825 
 Rent   9,584,254 
 Others  10,817,965

22,457,324 
39,337,154 

 Operating lease rentals receivable   -   23,951,584 
 Ijarah rentals receivable  18,741,285  2,570,382 
 Receivable against sale of e-business   - 
 Others  25,512,350  17,452,837

44,253,635   54,641,473 

 Operating lease rentals receivable  
 Ijarah rentals receivable  18,825,188  17,238,875 
 Receivable from equity brokerage customers  
 Others  

66,650,589  77,576,549 
 Less: Allowance for potential losses 40.2 66,650,589  77,576,549 

44,253,635  54,641,473 

 Opening balance   327,952,986 
 Adjustment in respect of incremental depreciation
    transferred to retained earnings  (9,197,203 ) (6,353,510 )

318,755,783   327,952,986 

 Opening balance of deferred tax liability  (10,571,722 )  (11,299,894 )
  -   

 Adjustment on transfer of incremental depreciation to
    unappropriated profit  
  25 (9,029,958 )  (10,571,722 )

309,725,825

 Long-term finances utilised under mark-up
    arrangements - financial institutions 23.1 9,430,482,365  10,917,512,348 
 Less: Unamortised transaction cost  11,495,788
 Less: Current maturity 32 

5,796,539,928 

 The Company has unutilised long term finance facilities of Rs. 2,000 million as at June 30, 2018 (2017: 
Nil). These finances have been obtained for financing of operations and are secured by hypothecation 
of leased assets, related lease receivables, financing receivables and operating lease assets. The 
mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. These finances 
are repayable within a period of 18 to 60 months (2017: 18 to 60 months).     

 Certificates of deposit 24.1 4,228,157,934  4,916,657,697 
 Less: Current maturity 32  916,325,000 

3,225,368,617

 These certificates of deposit have been obtained for financing of operations and issued at expected 
rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum and issued for terms 
ranging from 2 years to 10 years (2017: 2 years to 10 years).

 The deferred tax liability is attributable to the following items:

 - Accelerated tax depreciation  742,503,803   675,177,515 
 - Surplus on revaluation of office building 22 9,029,958   10,571,722 
 - Unamortised transaction costs relating to
       long term finances and loans     6,956,438 
 - Unrealised gain on investments  
 - Share of profit of equity accounted undertakings     334,645,138 
 - Allowance for potential lease, loan and other losses  (401,310,987 ) (416,278,103 )
 - Tax losses   -   (23,545,222 )
 - Post employment benefits   -   (4,954,206 )

480,597,549   584,742,190

The movement in deferred tax during the year is as follows;

 Opening  584,742,190  
 (Reversal) / charge to profit or loss for the year 43 (66,539,419 ) 161,803,585 
 Reversal in other comprehensive income for the year  (37,605,222 ) (53,511,379 )
 Closing  480,597,549   584,742,190 

 Profit on certificates of deposit 26.1 202,558,668 

This represents accrued profit on Certificates of Deposit payable on maturity.

 The Company operates a funded gratuity scheme which was established under the provisions of the 
Trust Deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying period 
of three years of service under the scheme. The funded scheme is administered by the Board of  Trustees 
in accordance with the provisions of the Trust Deed. Contributions therein are made in accordance with 
actuarial recommendations. The most recent valuation in this regard was carried out as at June 30, 
2018, using the Projected Unit Credit Method.

 -   Discount rate  9.00% 7.75%
 -   Expected rate of increase in salary for first year  12.00% 7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00% 7.75%
 -   Expected rate of return on plan assets  9.00% 7.75%
 -   Average service years  10.55 11.46

 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 
statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      

Names of associates

 Interest / mark-up / profit on:
     - Long-term finances  729,254,647   666,475,358 
     - Long-term loans  -  
     - Short-term borrowings  122,778,705   175,428,887 
     - Certificates of deposit  498,281,542   700,735,284 
 Amortisation of transaction cost  12,522,888   16,375,334 
 Bank charges and commission     25,691,440

1,390,009,059   1,585,888,181 

 Salaries, allowances, welfare and training 38.1  632,760,145 
 Rent and utilities  
 Travelling  5,922,563   8,547,290 
 Vehicle running and maintenance    21,124,351 
 Insurance on operating assets  5,788,600  
 Legal and professional charges  38,594,990
 Communication  20,442,506   19,588,606 
 Subscriptions  2,944,659   2,503,613 
 Auditors' remuneration 38.2 5,155,211   7,325,000 
 Advertising     4,520,567 
 Printing and stationery    14,788,590 
 Depreciation 6.1  52,848,031   57,247,136 
 Amortisation 7.1   6,501,087 
 Office repairs and maintenance of equipment  46,054,021  
 Donations 38.3  5,835,000
 Office general expenses  

1,094,161,651

This includes expenses in relation to the following employee benefits:    

 Defined benefit plan - gratuity fund 27.5 16,385,039 
 Defined contribution plan - provident fund  
 Compensated absences  

47,215,058   38,144,556 

 Annual audit fee  
 Half yearly review fee  
 Other services and certifications  
 Sales tax on audit fee and other services  352,800
 Out of pocket expenses   395,200 

5,155,211   7,325,000 

 The Citizen Foundation  
 The Layton Rahmatullah Benevolent Trust (LRBT)  1,250,000    -
 The Indus Hospital  750,000    -   
 Family Educational Services Foundation    -
 IBP School of Special Education    -

5,720,000  

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Company is also a director.      

 Court fee, stamp duty and others   16,250,742 

 Maintenance and insurance cost   151,103,471 
 Depreciation - operating lease assets 6.2    152,148,210 
 Depreciation - ijarah finance 6.3 91,572,621   82,901,587 

 386,153,268 

 Long-term finances and loans 12 256,441,465  250,356,632 
 Short-term finances and loans 13 

385,555,673 

 Other receivables 18 66,650,589    77,576,549 
 Short-term investments 16 7,500,000    8,000,527 

74,150,589    85,577,076

 (Reversal) / provision against other receivables  (159,169)  9,680,225 
 Reversal of provision against potential losses on investments  -    (1,701,878 )

(159,169 )

 Reversal of provision against Workers' Welfare Fund  -    (66,503,919 )
 (159,169 )  (58,525,572 )

 The aggregate amount charged in the financial statements for the year in respect of the remuneration 
and benefits to the Chief Executive, Directors and Executives is as follows: 

 Managerial remuneration and
    other perquisites 30,937,805 166,090,496 197,028,301
 House rent and utilities 8,090,235 41,935,256   50,025,491 
 Retirement benefits 3,631,405 20,635,091   24,266,496 

42,659,445 228,660,843  271,320,288
 Number of persons 

 Managerial remuneration and
    other perquisites 22,546,890 130,831,197   153,378,087 
 House rent and utilities  6,996,960  34,872,787   41,869,747 
 Retirement benefits 2,676,171 14,177,278   16,853,449

 Number of persons 1 32 33

 Executives denote employees, other than the Chief Executive and Directors, whose basic salary exceeds 
twelve hundred thousand rupees in a financial year.     

The Chief Executive and certain Executives are also provided with Company maintained cars and other 
benefits in accordance with their entitlement as per Company policy.    

 The aggregate amount charged in these unconsolidated financial statements for meeting fees paid 
to 5 non-executive directors amounts to Rs. 3.3 million (2017: 4 non-executive directors Rs. 2.10 
million). This includes fee paid to the Chairman of the Board of Directors amounting to Rs. 0.8 million 
(2017: Rs. 0.5 million).

 Current tax - for the year 43.1 563,359,341  
 Current tax - for prior year   (156,689,272 )  (43,050,969 )
 Deferred   (66,539,419 )  161,803,585 

340,130,650  316,765,918

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income for 
companies having taxable income of above Rs. 500 million. This clause has been extended in the Finance 
Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current tax charge.

 Relationship between income tax expense and accounting profit 

 Profit before taxation  1,719,753,685 

30%  515,926,106 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.44%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.02%  (17,598,504 )
 Super Tax 3.03%  52,134,550 
 Prior year -9.11%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.53%  9,133,599 

19.8%  340,130,650 

 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   

 The Company computes tax based on the generally accepted interpretations of the tax laws to ensures 
that the sufficient provision for the purposes of taxation is available which can be analysed as follows:

Income tax provision for the year
    (as per accounts) 154,962,333 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income tax 
assessment order of the Company under Section 221 of the Ordinance. The Company had preferred 
an appeal against the order of the OIR before the Commissioner Inland Revenue [CIR(A)] who confirmed 
the treatment of the OIR. The Company then filed an appeal before the Appellate Tribunal Inland Revenue 
(ATIR). The ATIR while deciding the appeal filed by the Company, has remanded back the appellate 
order dated December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, the 
Company has made adequate provision in respect of the disallowances.

 Under Section 114 of the Income Tax Ordinance 2001, the Company has filed the returns of income for 
tax years 2010 to 2017. The said returns were taken to be assessment orders passed by the Commissioner 
Inland Revenue on the day the said returns were filed other than tax year 2010, 2011 and 2014.

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided in note 
33.1  and 33.2.

 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax Ordinance, 
2001 whereby undistributed profits for the year are subject to tax at the rate of 5% of the accounting 
profit before tax for every public company, other than a scheduled bank or a modaraba and the minimum 
distribution for the levy of this tax has been reduced from 40% to 20% and for this purpose, bonus shares 
will not be considered as part of distribution. The amendment is applicable for tax year 2018 and onwards.

 Profit before taxation  1,719,753,685  1,158,009,963 
 Adjustments for
 Depreciation 6.1, 6.2 & 6.3 224,087,052
 Amortisation 7.1  6,501,087 
 Amortisation of transaction cost 37 12,522,888   16,375,334 
 Provision / (reversal) for potential lease and
    other loan losses - net 40  (23,143,953 )
 Reversal for potential losses on investments 41  -   (1,701,878 )
 Reversal of provision for Workers' Welfare Fund 41  -   (66,503,919 )
 (Reversal) / provision against other receivables 41 (159,169 ) 9,680,225 
 Gain on disposal of assets classified as held for sale 35  -   (5,839,116 )
 Capital gain on sale of investments - net 35 (329,362,893 )  -   
 Impairment on investment 35   -   
 Share of profit of equity accounted undertakings 36 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 35 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 38.1 16,385,039 
 Fixed assets written-off 35 
 Unrealised loss on remeasurement of financial assets
 at fair value through profit or loss - net 35    553,926 
 Finance cost including bank charges 37   868,777,563 
 Mark-up on certificates of deposit 37 498,281,542   700,735,284 
 Dividend income 35 (12,675,541 ) (15,852,388 )
 Unrealised exchange gain transferred from other
    comprehensive income 35 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 35 (1,619,913 ) (2,283,888 )
 Interest income on government securities 35 (52,804,983 ) (70,261,736 )
 Gain on disposal of fixed assets 35 (11,755,334 ) (4,140,941 )

835,573,099  1,421,010,925
2,555,326,784   2,579,020,888

 Cash at bank 19  340,575,087 
 Cash in hand 19  1,309,355 
 Short-term running finance facilities 30 (1,710,358,951 ) (858,686,564 )

(1,210,543,238 ) (516,802,122 )

Total changes from 
    financing activities

Total other changes
Balance as at  June 30, 2018

 Segment by class of business

 An analysis by class of business of the Company's net investment in finance leases and other finances and loans is given below:   

 Net investment in finance leases   
 Other finances and loans   

23,533,134,828  21,551,330,532 

 The Company’s net investment in finance lease and other finances and loans includes exposure to 
private sector of Rs. 23,533 million (2017: Rs. 21,551 million).      

 The Company's operations are restricted to Pakistan only.

 The Company has related party relationships with its parent company, related group companies, 
associated companies, staff provident fund, staff gratuity fund, directors and key management personnel 
and entities over which the directors or key management personnel are able to exercise significant 
influence.       

 Director fees paid  
 Short-term employee benefits    149,152,748 
  Retirement benefits  
 Total compensation to directors and key management personnel    164,535,884 

 Proceeds from sale of vehicles  2,581,603    2,965,190 
 Loans disbursed    15,324,095 
 Interest paid     2,448,564 
 Principal repaid  
 Issuance of certificates of deposit  2,856,410 
 Redemption of certificates of deposit  10,416,385    52,131,537 
 Cost allocated to ORIX Modaraba  698,750    -   
 Amount of profit paid  631,845    6,114,315 

The balances with related parties as at year end:      
 Investment in subsidiaries 9 
 Investment in associated undertakings 10   1,972,102,566
 Long-term investment - Al Hail ORIX Finance PSC 11   273,186,725

 Investment in associated undertaking - held for sale
 - OPP (Private) Limited 20  87,754,399    87,754,399 
 - ORIX Leasing Egypt SAE 20   - 
 Certificates of deposit held    17,244,975 
 Accrued profit on certificates of deposit  
 Outstanding loans to Key Management Personnel    36,740,537 
 Defined benefit payable to
     ORIX Leasing Pakistan Limited - Staff Gratuity Fund     16,514,020 
 Receivable from Saudi ORIX Leasing Company - 
    Associate  53,837    -   
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company    -   
 Receivable from ORIX Corporation, Japan - 
   Parent Company     -   
 Rent payable to State Life Insurance 
   Corporation of Pakistan   -   

 Staff strength at the end of the year  515  
 Average number of employees*  

 *Represents the average taken of the number of employees at the end of each month in the year.   

 The Company in the normal course of business carries out transactions with various related parties. 
These transactions are executed substantially on the same terms as those prevailing at the time of 
comparable transactions with unrelated parties and do not involve more than a normal risk. Amounts 
due from and due to related parties are disclosed in the relevant notes.

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
 Dividend paid  - 

Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  70,827,351 
 Attendance fee for meeting of the Board of Directors    5,496,564

ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -  

Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership
 Dividend received    5,426,493 
 Technical assistance fee received    1,552,048 
 BOD attendance fee  3,077,695    4,299,561 

 ORIX Modaraba - subsidiary - 10% ownership
 Dividend received  12,253,553    15,430,400 

State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense  

Sui Northern Gas Pipelines Limited - Common directorship 
 Utilities bills payment  -  

 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made  

 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)
 Contribution made 27.4 

 The Layton Rahmatullah Benevolent Trust - common
 directorship      
 Charity paid  -
 Donation  1,250,000  -

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.

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to currency risk in Saudi Riyal, 
UAE Dirhams and Egyptian Pound on account of its foreign currency bank account, long-term investments 
and investments in associated undertakings. The Company's exposure to foreign currency transactions 
is as follows:

 Foreign currency bank account   3,411,151
 Long-term investments      273,186,725 
 Investment in associated undertakings      1,972,102,566   
 Assets classified as held for sale      -

  As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value would have been higher / lower by an amount of Rs. 107.5 million 
(2017: Rs. 224.829 million).       

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company's exposure to the risk of changes 
in market interest rates relates primarily to the Company's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 23,224 million 
(2017: Rs. 21,371 million) and Rs.17,062 million (2017: Rs. 19,266 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Company's significant 
interest bearing financial instruments are as follows:

 The maximum exposure to credit risk at the reporting date is:     

 Net investment in finance lease   
 Long-term investments    273,186,725 
 Term finances and loans   4,459,760,097   3,604,826,658 
 Accrued return on investments and term finance  68,675,213   55,947,908 
 Short-term investments   
 Other receivables   44,253,635   54,641,473 
 Investment in subsidiaries   
 Investment in associated undertakings    1,972,102,566 
 Bank balances    340,575,087

24,225,383,469 

 The Company controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Company has established exposure limits for single lessees and industrial sectors. The Company has 
an effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of non performing receivables are as follows:    

 Within 90 days 54,982,473 8,526,225 2,073,188 65,581,886 
 91 - 180 days 139,547,197 13,802,936 480,221 153,830,354 
 181-365 days 51,728,588 8,609,661 2,009,199  62,347,448 

677,866,476 354,616,851 69,587,981  1,102,071,308 
924,124,734 385,555,673  74,150,589  1,383,830,996 

 Less: General and
     specific provision 924,124,734 385,555,673 74,150,589  1,383,830,996

Net of provision - - - -
100.00% 100.00% 100.00% 100.00%

 Within 90 days 85,745,801  128,563 -   85,874,364
 91 - 180 days 59,965,085  11,660,447 2,933,832   74,559,364
 181-365 days 49,534,686  7,177,373 10,174,414   66,886,473

  924,332,946 380,383,260 85,577,076   1,390,293,282
 Less: General and
     specific provision 924,332,946 380,383,260  85,577,076   1,390,293,282
 Net of provision - - -  -
 Coverage ratio 100.00% 100.00% 100.00%  100.00%

 The Company has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Company has also made additional provisions of Rs. 278.54 million (2017: Rs. 272.60 
million) using subjective criteria, in view of the prevailing economic conditions. The Company holds 
provision of Rs.1,383.8 million (2017: Rs.1,390 million) against these non performing receivables.   

The credit quality of the Company's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.    

 The analysis below summarises the credit rating quality of the Company's bank balances as at June 
30, 2018:

 AAA  434,447,565  282,812,215 
 AA+  
 AA   5,120,863 
 AA-   28,446,995 
 A+  4,178,345  3,057,380 
 A  67,556 
 A-   -    355,211 
 State Bank of Pakistan  

 340,575,087

 The Company does not hold any other financial assets which are rated.     

 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 will be required to pay its 
liabilities earlier than expected or will face difficulty in raising funds to meet commitments associated 
with financial liabilities as they fall due. The Company's approach to managing liquidity is to ensure, as 
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to the 

 Company's reputation.

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 - Level 2:  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); and  

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

Financial assets
Available-for-sale financial assets

Financial assets at fair value through
     profit or loss

 Non-financial assets

Total

Financial assets
 Available-for-sale financial assets

Financial assets at fair value through
     profit or loss 

Non-financial assets

 The Company operates a Staff Provident Fund for its employees. The following information is based on 
the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):  

 Size of the Fund - total assets   378,882,105 
 Fair value of investments  

 Percentage of investments made 99% 98%

 The cost of the above investments amounted to Rs. 390.18 million (2017: Rs. 358.30 million).

 The break-up of fair value of investments is as follows: 

 Cash and bank deposits 1.10% 2.19% 
 Government securities 
 - Treasury Bills 87.40% 57.86% 351,018,637 
 - National Savings Certificates 4.80% 4.48%     17,842,521 
 - Pakistan Investment Bonds 6.70% 35.47%     131,111,952 

100.00% 100.00%  

 The investments of the provident fund have been made in accordance with the provisions of Section 
218 of the Companies Act, 2017 and the rules formulated for this purpose.

 Net investment in finance lease 

 Term finances and loans 

     term finance 

Shaheen Amin Khalid Aziz Mirza
Chairman

Maryam Aziz 
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

• 
• 
• 


              



    






Profit before taxation  

Taxation 343,170,019 

Profit for the year after taxation 1,449,061,511 

Profit attributable to Equity shareholders

   of the Holding Company 1,371,298,724 

Profit attributable to Non-controlling interest 77,762,786 

Appropriation: transfer to statutory reserve 275,924,607 

  (Restated)

Earnings Per Share – basic and diluted 10.05 



 
Rupees
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





 






             
             




  
 

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Consolidated Vertical Analysis

  


   

  


   








     
     
      
      
Mark-up on term finance      
      
     
      
Share of profit of equity accounted undertakings      
      
     
      
     
     
      
      
      
      
     
Profit before provision and taxes      
     
     
      
      
      
     
Profit before taxation from continuing operations      
      
Profit after taxation from continuing operations        
     
     
(Loss) / profit after taxation from discontinued operations      
Profit for the year after taxation      


     
      
Intangible assets      
Net investment in finance leases      
      
      
Long term finances and loans      
      
      
     
Short term finances      
Accrued return on investments and term finances      
Current maturity of non-current assets      
      
Advances and prepayments       
Other receivables      
Cash and bank balances      
      
Net investment in Ijarah finance      
Assets classified as held for sale      
      
      
     

     
     
Total equity attributable to equity holder of the Holding Company      
      
     
Non-current liabilities     
Long term finances      
Long term certificates of deposit      
      
      
Other long term liabilities      
Post-employment benefits      
Redeemable capital      
      
Current liabilities     
Trade and other payables      
Accrued interest / mark-up  / profit on loans, finances and certificates of deposit      
      
      
Short-term borrowings      
Short-term certificates of deposit      
Current maturity of non-current liabilities      
      
      
Total equity and liabilities      



Consolidated Horizontal Analysis

 

 

       
Intangible assets      
Net investment in finance leases      
      
      
Long term finances and loans      
      
       
    
Short term finances      
Accrued return on investments and term finances      
Current maturity of non-current assets      
      
Advances and prepayments       
Other receivables      
Cash and bank balances      
      
Net investment in Ijarah finance      
Assets classified as held for sale      
       
        
        


     
Total equity attributable to equity holder of the Holding Company      
      
     
Non-current liabilities     
Long term finances      
Long term certificates of deposit      
      
      
Other long term liabilities      
Post-employment benefits      
Redeemable capital      
      
Current liabilities     
Trade and other payables      
Accrued interest / mark-up  / profit on loans, finances and certificates of deposit      
      
      
Short-term borrowings      
Short-term certificates of deposit      
Current maturity of non-current liabilities      
      
      
Total equity and liabilities      


           
           
      
      
Mark-up on term finance  769  19.78%  642  25.88%  510  10.45% 
       
       
      
Share of profit of equity accounted undertakings      
       

       

        
       
      
       
       

Profit before provisions and taxation      

       
      
      
       
Profit before taxation from continuing operations        

       
Profit after taxation from continuing operations        
  
       
      
Profit for the year after taxation      

  


 


 


  


 


 



















 financial


financial
       profi      

flowsfinancial
summary of significant accounting policies and other explanatory information.

 financialfinancial 
financial
flows        
applicable in Pakistan.



 
Pakistan.
report.


fulfilledCode.
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.




financialperiod.
financial
thereon, and we do not provide a separate opinion on these matters.











.
fi . 

financial
express any form of assurance conclusion thereon.

financial

financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

 



.
fi. 

 financial  
express any form of assurance conclusion thereon.

financial

financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.


 financial 
.
4.7,4.114.15
financial statements.

    
finance
fifi

Rs.18.84Rs... 
0.37Rs.0.15
Rs.0.92Rs.0.26 
Rs.0.13  Rs.0.0
billion respectively.  

fi

     


allowance.







● 
and approval of credit facilities.

●    identification 
     


including generation of days past due reports. 

       
 ifica    
identified
t.   

    

or lack of, were appropriate.

  
     identified  

     

     
present.

     
    
Regulations.



  

  







 
Other Information, we are required to report that fact. We have nothing to report in this regard.


 

            fi
          

financial
due to fraud or error.

 financial


or to cease operations, or has no realistic alternative but to do so.

 The Board of Directors is responsible for overseeing the Group’s financial reporting process.

 

 financial

.

exists.
fl
of users taken on the basis of these consolidated financial statements.

 
and maintain professional skepticism throughout the audit. We also:

● Identify and assess the risks of material misstatement of the consolidated financial statements, 

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 

          
internal control.

● 
               
effectiveness of the Group’s internal control.

●            
estimates and related disclosures made by management.

● 
             
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we 

the related disclosures in the consolidated 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 Group to cease to continue as a 
going concern.

● Evaluate the overall presentation, structure and content of the consolidated financial statements, 
including the disclosures, and whether the consolidated financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation.
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 







● Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Group to express an opinion on the consolidated financial statements. We 
are responsible for the direction, supervision and performance of the group audit. We remain solely 
responsible for our audit opinion.

   
timing of the audit and significant audit findings, including any significant deficiencies in internal control that 
we identify during our audit.

          

that may reasonably be thought to bear on our independence, and where applicable, related safeguards. 


significance in the audit of the consolidated financial statements of the current period and are  herefore the 
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes 

              
reasonably be expected to outweigh the public interest benefits of such communication.



The consolidated financial statements of the Group for the year ended 30 June 2017 was audited by 
another firm of Chartered Accountants who had expressed an unmodified opinion thereon dated 18 
September 2017.

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Taufiq.
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    
    
Net investment in finance lease    
    
Allowance for potential lease losses     

   
   

Investment in associated undertakings    
    
Long-term finances and loans    
    

   
 
Short-term finances    
Accrued return on investments and term finance    
Current maturity of non-current assets    
    
Advances and prepayments     
Other receivables    
Cash and bank balances    
    
Net investment in ijarah finance    

   
Assets classified as held for sale    
    
 
 
 
 
Authorised share capital   

     of Rs. 10 each  .  
 
Issued, subscribed and paid-up capital  .  
  .  
  .  
Total equity attributable to equity holder of the Holding Company  .  
 
  .  

 .  
 
Long-term finances  .  
Long-term certificates of deposit  .  
  .  
Deferred taxation  .  
  .  
Defined benefit obligation - staff gratuity  .  
Redeemable capital  .  

 .  
 
  .  
Accrued interest / mark-up / profit on loans, finances 
    and certificates of deposit  .  
  .  
Unclaimed dividend  .  
  .  
Short-term certificates of deposit  .  
  .  
Current maturity of non-current liabilities  .  

 .  
  .  
 
   
 
The annexed notes 1 to 59 form an integral part of these consolidated financial statements.

 






 

For the year ended June 30, 2018
Consolidated Statement of Profit or Loss

    

INCOME

Income from operations
Finance leases  2,531,120,058   2,416,994,401 
Operating leases 35 2,116,973,552   2,253,983,574 
Mark-up on term finance  769,440,127   641,521,213 
  5,417,533,737   5,312,499,188 
Income from other activities
Other income - net 36 988,654,173   424,347,741 
Share of profit of equity accounted undertakings 37 98,672,824   229,142,246 
  1,087,326,997   653,489,987 
  6,504,860,734   5,965,989,175 
EXPENSES
   
Finance cost 38 1,635,942,561   1,789,465,788 
Administrative and general expenses 39 1,261,805,388   1,123,923,826 
Direct cost  40 1,783,498,293   1,905,384,273 
  4,681,246,242   4,818,773,887 
Profit before provision and taxation  1,823,614,492   1,147,215,288   

Provision / (reversal) for potential lease and other loan losses - net 41 19,917,108   (23,143,953)
Other provisions / (reversals) - net 42 11,465,854   (75,921,469)
  31,382,962   (99,065,422)
Profit before taxation  1,792,231,530   1,246,280,710 
Taxation  44 343,170,019   322,015,135 
Profit for the year after taxation  1,449,061,511   924,265,575 

Profit for the year after taxation attributable to:
Equity shareholders of the Holding Company   1,371,298,724   821,672,924
Non-controlling interest  77,762,787   102,592,651 
  1,449,061,511  924,265,575

Earnings per share - basic and diluted 55  10.05    9.20 

The annexed notes 1 to 59 form an integral part of these consolidated financial statements.   
  

 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 2018 2017

2018 2017
(Restated)

Rupees

Rupees

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      
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For the year ended June 30, 2018
Consolidated Statement of Comprehensive Income

    


Profit for the year after taxation attributable to:   
Equity shareholders of the Holding Company  1,371,298,724   821,672,924 
Non-controlling interest  77,762,787   102,592,651 
  1,449,061,511  924,265,575 
Other comprehensive income
  
Items that may be subsequently reclassified in profit or loss    
  
Exchange gain / (loss) arising on translation of foreign
   associates - net of deferred tax  143,148,279   (112,225,402)

Reclassification of foreign currency translation on discontinuation
   of equity accounting - net of deferred tax  (269,550,790 ) (52,518,966 )
  (126,402,511 ) (164,744,368 )
Net unrealised gain / (loss) due to changes in fair value
   of financial assets classified as available-for-sale  3,403,470  (2,807,114 )
  (122,999,041 ) (167,551,482 )
Items that will not be subsequently reclassified in profit or loss   

Remeasurement of defined benefit obligation - staff gratuity  (24,923,888 ) (11,559,815 )

Total comprehensive income for the year  1,301,138,582  745,154,278 

Total comprehensive income for the year attributable to:   
  
 Equity shareholders of the Holding Company    1,223,375,795    642,561,627 
 Non-controlling interest    77,762,787    102,592,651 
  1,301,138,582   745,154,278

The annexed notes 1 to 59 form an integral part of these consolidated financial statements.   

 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 
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 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      
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CASH FLOWS FROM OPERATING ACTIVITIES  
  
Operating profit before working capital changes 45  4,360,385,054   4,328,076,641 
  
(Increase) / decrease in operating assets  
  Investment in finance lease - net   (1,183,162,696)  171,442,675 
  Long-term finances and loans - net    (1,545,606,732)  (351,717,844)
  Short-term finances   (94,022,997)  130,615,981 
  Long-term deposits   (535,000)  (242,452)
  Advances and prepayments    (59,527,802)  21,516,115 
  Other receivables   (38,856,371)  96,680,854 
   (2,921,711,598)  68,295,329 
(Decrease) / increase in operating liabilities  
  Deposits from ijarah finance - net   (108,726,319)  172,465,473 
  Interest / mark-up paid   (1,160,050,853)  (1,060,067,458)
  Payment against staff retirement benefits   (32,899,060)  (13,468,020)
  Profit paid on certificates of deposit   (551,833,211)  (956,611,297)
  Trade and other payables   (59,997,635)  313,378,324 
   (1,913,507,078)  (1,544,302,978)
  
Net cash (used in) / generated from operating activities before income tax   (474,833,622)  2,852,068,992 
Payment of Sindh Workers' Welfare Fund   (25,000)  (7,020,630)
Income tax paid   (153,768,464)  (143,791,540)
Net cash (used in) / generated from operating activities   (628,627,086)  2,701,256,822 
  
CASH FLOWS FROM INVESTING ACTIVITIES  
  
Additions made to intangible assets   (17,826,560)  (6,960,878)
Capital expenditure incurred - fixed assets for own use   (51,504,846)  (50,411,635)
Capital expenditure incurred - operating lease assets   (161,735,180)  (26,455,654)
Capital expenditure incurred - ijarah finance   (2,537,301,416)  (2,905,993,379)
Proceeds from disposal of assets - own use   9,563,177   39,783,290 
Proceeds from sale of operating lease assets   209,052,129   -   
Proceeds from sale of Ijarah finance assets   987,313,729   627,991,205 
Instalment against consideration on sale of e-business   10,666,670   16,000,005 
Investments - net   161,085,308   645,802,123 
Proceeds from disposal of asset classified as held for sale   1,723,740,840   46,378,154 
Dividend received   36,161,992   126,364,240 
Interest received   64,735,865   116,740,761 
Net cash generated from / (used in) from investing activities   433,951,708   (1,370,761,768)
  
CASH FLOWS FROM FINANCING ACTIVITIES  
  
Proceeds from long-term finances   3,765,735,328   4,800,000,000 
Proceeds from right issue - net   1,985,245,504   -   
Short-term borrowings - net   (945,000,000)  490,284,118 
Certificates of deposit redeemed - net   (751,983,667)  (3,736,035,119)
Repayment of long-term finances   (4,187,860,533)  (2,443,495,172)
Dividend paid   (325,857,995)  (366,803,506)
Net cash used in from financing activities   (459,721,363)  (1,256,049,679)
  
Net increase in cash and cash equivalents   (654,396,741)  74,445,375 
Cash and cash equivalents at beginning of the year   (131,025,302)  (205,470,677)
Cash and cash equivalents at end of the year 46  (785,422,043)  (131,025,302)
  
  
The annexed notes 1 to 59 form an integral part of these consolidated financial statements.

 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      
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 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

For the year ended June 30, 2018
Consolidated Statement of Changes in Equity  

         
          
          
          
          
          
Profit for the year after taxation  -     -     -     -    821,672,924   -     -    821,672,924  102,592,651  924,265,575 
          
          
          

          

          
          

          
          
Profit distribution for the year ended
  June 30, 2016 @ Rs. 3.40 per certificate  -     -     -     -     -     -     -     -    (123,443,202) (123,443,202)
          
Transferred from surplus on revaluation of fixed assets
          
          
          
          
          
          
         
          
          
          
          
          
Impact of adoption of IFRS 9 by associate - net of tax          
          
          
          
       
          
Profit for the year after taxation        
          
         
          


          
          

       
          
Profit distribution for the year ended 
   June 30, 2017 @ Rs. 2.70 per certificate          
          
Transferred from surplus on revaluation of fixed assets
          
          
         
          
          
          
          
          
The annexed notes 1 to 59 form an integral part of these consolidated financial statements.          








office 



Rupees


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
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capital


 
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controlling 

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profit





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 

For the year ended June 30, 2018

    

Notes to and Forming Part of The

Consolidated Financial Statements

 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

1 LEGAL STATUS AND OPERATIONS

 The "Group" consists of:      
   

 (i) ORIX Leasing Pakistan Limited, the Holding Company;           
 (ii) ORIX Services Pakistan (Private) Limited- subsidiary company; and           
 (iii) ORIX Modaraba- subsidiary company.

1.1 Holding company

 ORIX Leasing Pakistan Limited ("the  Holding Company / the Company") was incorporated in Pakistan 
as a private limited company on July 1, 1986 under the repealed Companies Ordinance, 1984 and was 
converted into a public limited company on December 23, 1987. The Company is listed on the Pakistan 
Stock Exchange Limited. The registered office of the Company is situated at Islamic Chamber of 
Commerce Building, Clifton, Karachi. The Holding Company is licensed to carry out Investment Finance 
Services as a Non-Banking Finance Company (NBFC) under the Non-Banking Finance Companies 
(Establishment and Regulation) Rules, 2003 issued by the Securities and Exchange Commission of 
Pakistan (SECP).

 The Pakistan Credit Rating Agency Limited (PACRA) has assigned a long-term rating of AA+ and a 
short-term rating of A1+ to the Holding Company on August 16, 2018. 

1.2 Subsidiary companies      
      

1.2.1 ORIX Services Pakistan (Private) Limited - 100% effective holding

 ORIX Services Pakistan (Private) Limited ("the  Management Company") was incorporated as a private 
limited company on February 25, 1957 under the then applicable Companies Act, 1913 (now Companies 
Act, 2017). Subsequently, it was registered as a Modaraba Company with the Registrar of Modaraba 
Companies and Modarabas under the Modaraba Companies and Modarabas (Floatation and Control) 
Ordinance, 1980.

 The principal activity of the Management Company is to engage in the business of floatation of Modarabas 
and to function as a Modaraba Company within the meaning of the Modaraba Companies and Modarabas 
(Floatation and Control) Ordinance, 1980. Presently, the Company manages only ORIX Modaraba. The 
registered office of the Management Company is situated at 6th Floor, Syedna Tahir Saif-ud-din Trust 
Building, Beaumont Road, Civil Lines, Karachi, Pakistan.

  On June 20, 2016, the Holding Company acquired 100% shareholding (4,450,000 shares) of the 
Management Company. The Holding Company continues to hold 100% shares in ORIX Services Pakistan 
(Private) Limited till date.

1.2.2 ORIX Modaraba  (formerly Standard Chartered Modaraba) - 20% effective holding

 ORIX Modaraba  ("the Modaraba") was formed in the name of Standard Chartered Modaraba under 
the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and the Rules framed 
thereunder and is managed by ORIX Services Pakistan (Private) Limited (formerly Standard Chartered 
Services of Pakistan (Private) Limited) ("the Management Company") which is a wholly owned subsidiary 
of ORIX Leasing Pakistan Limited. The registered office of the Modaraba is the same as that of its 
Management Company.

 The Modaraba is a perpetual Modaraba and is primarily engaged in leasing / ijarah of plant, machinery, 
motor vehicles (both commercial and private) and computer equipment, etc. The Modaraba may also 
invest in commercial and industrial ventures suitable for the Modaraba. The Modaraba is listed on the 

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      





 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.
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in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

2 SIGNIFICANT  TRANSACTIONS AND EVENTS AFFECTING THE COMPANY'S FINANCIAL POSITION 
AND PERFORMANCE

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  


3 BASIS OF PREPARATION      

      
3.1 Statement of compliance

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

3.2 Basis of measurement

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      
   

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

3.3 Functional and presentation currency   
  

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      
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Consolidated Financial Statements

 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

3.4 Critical accounting estimates and judgments

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

3.5 Standards, interpretations and amendments to published approved accounting standards that 
are effective and relevant in the current year

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   
   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   
  

3.6 Standards, interpretations and amendments to published approved accounting standards that 
are effective but not relevant   
  

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.



For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

3.7 Standards, interpretations and amendments to published approved accounting standards that 
are not yet effective and have not been early adopted by the Group  
  

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      
   

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

   Effective date (accounting period
 Others Standards, Interpretations or Amendments beginning on or after)

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 Annual Improvements to IFRS Standards 2015 – 2017 Cycle

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES   
  

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      



 
    

   
4.1 Basis of consolidation

 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   
   
  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      
   

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      
   

 All material intra-group balances and transactions have been eliminated.     
   
 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      
   

4.2 Business combination   
   

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   
   

4.3 Goodwill
   
 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 

less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

    

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

For the year ended June 30, 2018
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in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

  
4.4 Fixed assets
   
 Own use and on Operating lease   

  
 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 

and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  
  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   
   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      
   

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      
   

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       
   

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      
   

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

    
 Ijarah assets   

   
 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 

rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

 
    

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.
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in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

4.5 Intangible assets
   
 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 

impairment losses, if any.       
   

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     
  

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     
   

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

4.6 Net investment in finance lease

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

4.7 Allowance for potential lease and other loan losses

 Holding Company

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 The Modaraba

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      



For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements

 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.
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in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

4.8 Assets classified as held for sale

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

4.9 Investment in associated undertakings

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

4.10 Impairment of non-financial assets

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

4.11 Financial assets

4.11.1 Classification, initial recognition and subsequent measurement

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

 
    

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 a) Financial assets at 'fair value through profit or loss

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 

and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 b) Loans and receivables

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

 c) Held-to-maturity

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 d) Available-for-sale

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.
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in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

4.11.2 Impairment

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

 a) Held-to-maturity

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 b) Available-for-sale

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

4.11.3 Derecognition

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   


4.12 Financial liabilities

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

4.13 Offsetting of financial assets and financial liabilities

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

4.14 Derivative financial instruments and hedging activities

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

 
    

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      
   

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

 (a) Fair value hedge

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

 (b) Cash flow hedge

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

4.15 Long-term finances and loans

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

4.16 Certificates of Deposit

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.
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in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

4.17 Redeemable capital

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 

of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.


 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 

the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.


 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 

to their respective funds.

4.18 Provisions

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

4.19 Contingent liabilities

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

4.20 Taxation
 
 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 

or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Current

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

 
    

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     


4.21 Staff retirement benefits

 (a) Defined contribution plans

  Operated by the Holding Company

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  Operated by the Modaraba

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

 (b) Defined benefit plan

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.



in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

4.22 Employees compensated absences

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

4.23 Foreign currency transactions

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

4.24 Revenue recognition

 Finance leases

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Operating lease income

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Ijarah lease income

 Rental income from ijarah is recognised on accrual basis.

 Return on investments

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 
    

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Finances and loans

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Diminishing Musharika

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Others

 Other income is recognised on a receipt basis.

4.25 Earnings per share

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

4.26 Proposed dividend and transfer between reserves

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

4.27 Cash and cash equivalents

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

4.28 Segment reporting

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      
   

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 
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 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

5 CHANGE IN ACCOUNTING POLICY

5.1 Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which replaced and repealed 
the Companies Ordinance, 1984 (the repealed Ordinance). Section 235 of the repealed Ordinance 
relating to presentation and accounting treatment of surplus arising on revaluation of fixed assets has 
not been carried forward in the Act. The Group had been applying this treatment which was not in 
accordance with the requirement of IAS 16 'Property, Plant and Equipment'. Further, the surplus on 
revaluation of fixed assets was shown as a separate item below equity, in accordance with the presentation 
requirement of the repealed Ordinance. During the current year, the accounting policy and presentation 
requirement relating to revaluation of fixed assets have been changed in conformity with the requirements 
of IAS 16 as explained in note 4.4 to these consolidated financial statements. Further, the revaluation 
surplus on fixed assets is now presented in the Statement of Financial Position and Statement of Changes 
in Equity as a capital reserve.

5.2 During the year, the Holding Company changed its policy for classification of security deposits received 
from lessees under finance lease contract as these are adjustable against residual value at the expiry 
of the lease period. Previously, security deposits were disclosed under ‘Long-term liabilities’ as ‘Long-term 
deposits’. In order to align the presentation of these financial statements with the group and to achieve 
better presentation in accordance with the offsetting requirements of IAS 32 – ‘Financial Instruments – 
Presentation’, security deposits have been netted off from net investment in finances lease as explained 
in note 4.6 and 8 to these consolidated financial statements.

5.3 In accordance with the requirements of IAS 8 'Accounting policies, estimates and errors', the above 
explained changes in accounting policy have been accounted for retrospectively, with the restatement 
of the comparative information. As a result, a third Statement of Financial Position as at the beginning 
of the preceding period is presented.

 Retrospective impact of change in accounting policy

 Capital reserves  -     323,006,602   323,006,602   -     317,381,264   317,381,264 

 Surplus on revaluation      
    of leasehold land and office      
    building (below equity) 323,006,602  (323,006,602)  -     317,381,264   (317,381,264)  -   
      
 Net investment in      
    finance lease  26,271,915,580   (8,433,242,221)  17,838,673,359   26,148,183,877   (8,480,953,193)  17,667,230,684 
      
 Long term deposits  6,592,206,800   (6,128,429,912)  463,776,888   6,214,494,981   (5,617,086,802)  597,408,179 
      
 Current maturity of      
    non-current liabilities  9,539,589,460   (2,304,812,309)  7,234,777,151   11,150,715,968   (2,863,866,391)  8,286,849,577 
      
   42,726,718,442   (16,866,484,442)  25,860,234,000   43,830,776,090   (16,961,906,386)  26,868,869,704 

 There was no change in the reported amount of profit or loss and other comprehensive income. There 
was no impact as a result of the retrospective application of change in accounting policy on basic and 
diluted earnings per share for the year ended June 30, 2017 and June 30, 2018.   
      

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 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 
    

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

6 FIXED ASSETS 

 Own use 6.1 559,929,904   579,764,751 
 Operating lease 6.2 142,772,436   906,131,561 
 Ijarah finance 6.3 4,450,711,542   4,520,711,814 
   5,153,413,882   6,006,608,126 

 2018 2017

Rupees

 2018 2017

6.1 Fixed assets - own use 

  344,450,000   -    344,450,000 4,540,128  5,702,864  10,242,992 334,207,008  77 & 99 years

 Office building 87,796,647   -    87,796,647 6,308,737  7,198,433  13,507,170 74,289,477  7.80%

 Stock Exchange room 10,500,000   -    10,500,000 5,000,000   -    5,000,000 5,500,000  Indefinite life

 Leasehold improvements 114,079,654  2,862,647  116,771,508 79,293,005  14,606,554  93,728,766 23,042,742  15% - 33%

   (170,793)   (170,793) 

 Furniture, fittings and  125,783,681  12,018,738  127,794,025 73,279,451  20,592,129  84,444,116 43,349,909  20% - 33.33%

   office equipment  (2,133,219)   (1,552,289)

   (7,875,175)   (7,875,175)    

 Vehicles 88,821,837  16,341,200  86,780,803 37,383,362  8,066,773  35,585,751 51,195,052  4-5 years

   (18,288,314)   (9,792,467)

   (93,920)   (71,917) 

 Computers and 46,472,854  9,990,118  63,361,535 32,335,239  6,020,444  45,269,176 18,092,359  33%

   (2,048,547)   (2,033,617)

   1,071,935      1,071,935   

   7,875,175    7,875,175   

 Capital work-in-progress -    10,253,357  10,253,357 -     -     - 10,253,357  -

  817,904,673  51,466,060  847,707,875 238,139,922  62,187,197  287,777,971 559,929,904 

   (22,640,873)   (13,549,166)

   1,071,935    1,071,935

   (93,920)   (71,917)    

 *Represents assets transferred from intangible assets to computers and accessories

 **Represents assets written-off during the year

 ***Represents assets reclassified from furniture, fittings and office equipment to computers and accessories.   

 Accumulated depreciation




  








Description






reclassification ***






reclassification ***





 



























For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 



 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

    

 Leasehold land 344,450,000   -    344,450,000   -    4,540,128  4,540,128  339,909,872  77 & 99 years

 Office building 87,796,647   -    87,796,647   -    6,308,737  6,308,737  81,487,910  7.80%

 Stock Exchange room 10,500,000   -    10,500,000  5,000,000   -    5,000,000  5,500,000  Indefinite life 

 Leasehold 91,703,248  22,417,406  114,079,654  63,174,247  16,159,758  79,293,005  34,786,649  15% - 33%
    improvements  (41,000)   (41,000)   

 Furniture, fittings 112,728,996  16,625,672  125,783,681  58,095,696  17,991,055  73,279,451  52,504,230  20% - 33.33%
    and office  (2,524,695)   (1,762,883)   
    equipment  (1,046,292)   (1,044,417)   

 Vehicles 142,836,979  5,204,000  88,821,837  50,571,920  11,640,698  37,383,362  51,438,475  4-5 years

   1,440,000    864,002    

   (58,285,473)   (24,090,027)   

   (2,373,669)   (1,603,231)   

 Computers and  40,579,497  6,164,557  46,472,854  23,560,447  9,045,992  32,335,239  14,137,615  20% - 33.33%

 accessories  (271,200)   (271,200)   

  830,595,367  50,411,635  817,904,673  200,402,310  65,686,368  238,139,922  579,764,751  

   (61,122,368)   (26,165,110)   

   1,440,000    864,002    

   (3,419,961)   (2,647,648)

 *   Represents assets transferred from operating lease assets to own use assets
 **  Represents assets written-off during the year.

6.1.1 During the year ended June 30, 2016, the leasehold land and building of the Holding Company had 
been revalued by M/s. SURVAL (an independent professional valuer) on the basis of professional 
assessment of present market values which resulted in an increase in surplus on revaluation by Rs. 
215.58 million. 

 Had the revaluation not been carried out, costs, accumulated depreciation and written down value of 
leasehold land and office building thereon would have been as follows:

Description



 Accumulated depreciation























































  Cost Accumulated Net book value
   depreciation

  54,399,300 7,817,192 46,582,108 
 Office building 76,781,580   34,371,829 42,409,751
  131,180,880 42,189,021   88,991,859 

   
   
 Cost Accumulated Net book value

   depreciation

 Leasehold land 54,399,300 7,203,334   47,195,966 
 Office building 76,781,580   30,532,750   46,248,830
  131,180,880   37,736,084   93,444,796 



2017

Rupees

Rupees

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 The consolidated financial statements include the financial statements of the Holding Company and its 
subsidiary companies.

 Subsidiary companies are fully consolidated from the date on which the power to control the company 
is established and are excluded from consolidation from the date of disposal or when the control is lost.

 The financial statements of subsidiaries are prepared for the same reporting period as the Holding 
Company, using accounting policies that are consistent with those of the Holding Company.   

  The assets and liabilities of the subsidiaries have been consolidated with those of the Holding Company 
on a line by line basis and the carrying value of the Company's investment in the subsidiaries is eliminated 
against the subsidiaries' share capital and pre-acquisition reserves in these consolidated financial 
statements.      

 Non-controlling interest represents that part of the net results of operations and of the net assets of the 
subsidiaries that is not owned by the Group.      

 All material intra-group balances and transactions have been eliminated.     

 Acquisitions of non-controlling interest (NCI) are measured at the proportionate share of the NCI in the 
fair value of the net assets acquired by the Holding Company. The excess of the fair value of consideration 
transferred over the proportionate share of the NCI in the fair value of net assets acquired is recognised 
in equity.      

 Business combinations are accounted for by applying the acquisition method. The cost of acquisition 
is measured as the fair value of assets given, equity instruments issued and the liabilities incurred or 
assumed at the date of acquisition. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement, if any. Acquisition related costs are 
expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date. The excess 
of the consideration transferred over the fair value of the Holding Company's share of identifiable net 
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in 
the case of a bargain purchase, the difference is recognised directly in the profit or loss.   

 Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost 
less accumulated impairment losses, if any. For the purpose of impairment testing, goodwill acquired 
in a business combination is allocated to each of the Cash Generating Units (CGUs), or groups of CGU, 
that is expected to benefit from the synergies of the combination. Goodwill impairment reviews are 
undertaken annually or more frequently if events or changes in circumstances indicate a potential 
impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher 
of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as 
an expense and is not subsequently reversed.

of the instrument. The management determines the appropriate classification of the financial assets in 
accordance with the requirements of International Accounting Standard (IAS) 39: 'Financial Instruments: 
Recognition and Measurement' at the time of the purchase of the financial assets and re-evaluates this 
classification on a regular basis. The classification depends on the purpose for which the financial assets 
are acquired. The financial assets of the Group are categorised as follows:

 Investments are designated at 'fair value through profit or loss', if the Group manages such investments 
and makes purchase and sale decisions based on their fair values. These are initially recognised at fair 
value and transaction costs associated with these investments are taken directly to the profit or loss. 
Investments at 'fair value through profit or loss' are marked to market using the closing market rates 
and are carried on the statement of financial position at fair values. Net gains and losses arising on 
changes in the fair value of these investments are taken to the profit or loss.

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 
12 months after the reporting date which are classified as non-current assets. Loans and receivables 
comprise of loans, finances, other receivables and cash and cash equivalents.

  Held-to-maturity investments are non-derivative financial instruments with fixed or determinable payments 
and fixed maturity that the Group has the positive intent and ability to hold to maturity. Investments 
intended to be held for an undefined period are not included in this classification. Investments that are 
intended to be held to maturity are recognised initially at cost plus attributable transaction costs. 
Subsequently, these are measured at amortised cost.

 Gains and losses are recognised in profit or loss  when the investments are derecognised or impaired. 
Premium and discount on held-to-maturity investments are amortised using the effective interest rate 
method and are recognised in the profit or loss.

 Financial assets not covered in any of the above categories are classified as being available-for-sale. 
These are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges.

 After initial recognition, financial assets which are classified as 'available-for-sale' are remeasured at 
fair value. Gains or losses on 'available-for-sale' investments are recognised directly in equity through 
other comprehensive income until the investment is sold, derecognised or is determined to be impaired, 
at which time the cumulative gain or loss previously reported in other comprehensive income is included 
in the profit or loss.

 For financial assets that are actively traded in organised financial markets, fair value is determined by 
reference to stock exchange quoted market bids at the close of business on the reporting date.

 Unquoted financial assets, where the fair value cannot be reliably determined, are recognised at cost 
less impairment, if any. Provision for impairment in value, if any, is taken to income currently.

these are incurred. Subsequent to initial recognition, derivatives are remeasured at fair values. Derivatives 
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

 The fair value of unquoted derivatives, if any, is determined by discounted cash flows using appropriate 
interest rates applicable to the underlying asset.

 The Group designates certain derivatives as either:      

 (a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

 (b) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast 
transaction (cash flow hedge).

 The Group documents at the inception of the transaction the relationship between hedging instruments 
and hedged items and its risk management objectives and strategies for undertaking various hedge 
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing 
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting 
changes in fair values or cash flows of hedged items.

  Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recognised in profit or loss, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. The gain or loss attributable to the hedged risk is 
recognised in profit or loss and is adjusted in against the carrying amount of the hedged item.

  If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying 
amount of a hedged item for which the effective interest method is used is amortised to profit or 
loss over the remaining period to maturity.

  The effective portion of changes in the fair value of derivatives that are designated and qualify as 
cash flow hedge is recognised in equity through other comprehensive income. The gain or loss 
relating to the ineffective portion is recognised immediately in the profit or loss.

  When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for 
hedge accounting, any cumulative gain or loss existing in equity at that time remains in equity and 
is recognised when the forecast transaction is ultimately recognised in the profit or loss. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that is reported in 
equity is immediately transferred to the profit or loss.

 Long-term finances and loans are initially recognised at cost being the fair value of consideration received 
together with the associated transaction costs. Subsequently, these are carried at amortised cost using 
the effective interest method.

 Transaction costs relating to long-term finance are being amortised over the period of agreement using 
the effective interest method.

 Profit on Certificates of Deposit (CODs) issued by the Group is recognised using the effective interest 
method.

in accordance with the actuarial recommendations. The valuation in this regard is carried out at 
each reporting date, using the Projected Unit Credit Method for the valuation of the scheme.

  Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in other comprehensive income when these occur with no subsequent 
recycling through the profit or loss.

 The Group provides for unavailed compensated absences for all its permanent employees on the basis 
of actuarial advice under the Projected Unit Credit Method. Increase or decrease in long-term compensated 
absences due to remeasurement are recognised in the profit or loss immediately.

  Foreign currency transactions are translated into Pakistan Rupees at exchange rates prevailing at the 
date of transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of 
exchange which approximate those prevailing on the reporting date. Gains and losses on translation 
are taken to the profit or loss except for difference arising on translation of equity accounted associates 
which are recognised directly in equity through other comprehensive income. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate as 
at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rate at the date when the fair value was determined.

 The Holding Company follows the ‘financing method’ in accounting for finance lease. The total unearned 
finance income i.e. the excess of aggregate instalment contract receivables plus residual value over 
the cost of the leased asset is deferred and amortised over the term of the lease, so as to produce a 
systematic return on the net investment in finance lease.

 Revenue recognition from finance leases is suspended when rent is past due by ninety days or more.

 Front end fee and other lease related income is recognised on receipt basis.

 Rental income from assets classified as operating lease is recognised on accrual basis.

 Rental income from ijarah is recognised on accrual basis.

 Return on debt securities is recognised using the effective interest rate method. 

 Return on deposits is recognised using the effective interest method.

 Dividend income from investments is recognised when the Group's right to receive the dividend is 
established.

Pakistan Stock Exchange Limited and has been assigned a long-term rating of AA and a short-term 
rating of A1+ by the Pakistan Credit Rating Agency Limited on April 19, 2018.

 On June 21, 2016, the Holding Company acquired 10% certificate holding (4,538,353 certificates) in 
the Modaraba. Since the Company had acquired 100% shareholding in the Management Company as 
mentioned in note 1.2.1 above, the Modaraba became a subsidiary of the Company in view of the control 
which the Holding Company exercised through its fully owned Management Company and an effective 
holding of 20% in the certificates of Modaraba by the Holding Company collectively with the Management 
Company. Subsequent to the acquisition, the Modaraba has been renamed as ORIX Modaraba.

 - Disposal of Oman ORIX Leasing Company SAOG (note 9.1.1)           
 - ORIX Leasing Egypt SAE reclassified from “Investment in associated undertaking” to "Held for sale" 

(note 9.1.3)
 - Due to the first time application of financial reporting requirements under the Companies Act 2017 

(the Act) including disclosure and presentation requirements of the fourth schedule of the Act, some 
of the amounts reported for the previous period have been reclassified as detailed in note 4 and 
note 58 to these consolidated financial statements.

 - Reclassification of security deposit (note 8)
 - Issue of Right share (note 20.2)  

  These consolidated financial statements have been prepared in accordance with the approved accounting and 
reporting standards as applicable in Pakistan, which comprise of  such International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board and Islamic Financial Accounting Standards 
(IFASs) issued by the ICAP as are notified under the Companies Act, 2017, the requirements of Companies 
Act, 2017, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), 
the Non-Banking Finance and Notified Entities Regulations, 2008 (the NBFC Regulations) and the directives 
issued by the SECP. In case the requirements differ, the provisions of and directives issued under the NBFC 
Rules, the NBFC Regulations, the Companies Act, 2017 and the directives issued by the SECP prevail.

  These consolidated financial statements have been prepared under the historical cost convention except 
for the following:      

 - Leasehold land and office building are stated at revalued amounts;           
 - Financial instruments at fair value through profit or loss and available-for-sale financial assets are 

measured at fair values;
 - Obligation in respect of staff gratuity is measured at present value of defined benefit obligation; 
 - Non-current assets classified as held-for-sale are valued at lower of carrying amount and fair value 

less cost to sell; and
 - Investment in associated undertakings are valued under equity accounting method.           

 Items included in these consolidated financial statements are measured using the currency of the primary 
economic environment in which the Group operates. These  consolidated financial statements are 
presented in Pakistani Rupee which is the Group's functional and presentation currency.

 The preparation of these consolidated financial statements in conformity with approved accounting 
standards require management to make judgments, estimates and assumptions that affect the application 
of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances the results of which form the basis of making the judgments 
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates.

 The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimates are revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.

 In the process of applying the Group’s accounting policies, Management has made the following estimates 
and judgments which are significant to the consolidated financial statements:

 (a) determination of the residual values and useful lives of Fixed assets (notes 4.4 and 6);           
 (b) determination of amortisation rates for intangible assets (notes 4.5 and 7);           
 (c) allowance for potential lease and other loan losses (notes 4.7 and 41);           
 (d) classification, valuation and impairment of financial assets (note 4.11);            
 (e) recognition for taxation and deferred tax (notes 4.20 and 44);           
 (f) accounting for defined benefit obligation (notes 4.21 and 27);            
 (g) employees compensated absences (note 4.22 and 39.1); and           
 (h) impairment of non-financial assets (notes 4.10).

  Amendments to IAS 7, ‘Statement of Cash Flows’ introduced an additional disclosure that will enable 
users of financial statements to evaluate changes in liabilities arising from financing activities. The 
amendment is part of IASB's Disclosure Initiative, which continues to explore how financial statement 
disclosures can be improved. In the first year of adoption, comparative information need not be provided. 
The relevant disclosures have been made in these consolidated financial statements.   

 The Companies Act, 2017 (the Act) has introduced certain changes with regard to preparation and 
presentation of annual financial statements of the Company. These changes include change in respect 
of recognition criteria of revaluation of fixed assets as more fully explained in note 5. Further, the 
disclosure requirements contained in the fourth schedule to the Act have been revised, resulting in the 
elimination of duplicate disclosures with the IFRS disclosure requirements; and incorporation of significant 
additional disclosures which have been included in these consolidated financial statements.   

 There were certain new amendments to the approved accounting standards which became effective 
during the year ended June 30, 2018 but are considered not to be relevant or have any significant effect 
on the Company's financial reporting and are, therefore, not disclosed in these consolidated financial 
statements.

 The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning 
on or after July 1, 2018:      

 IFRS 9 'Financial Instruments' and amendment - Prepayment Features with Negative Compensation 
(effective for annual periods beginning on or after July 1, 2018 and January 1, 2019 respectively). IFRS 
9 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 
9 includes revised guidance on the classification and measurement of financial instruments, a new 
expected credit loss model for calculating impairment on financial assets and new general hedge 
accounting requirements. It also carries forward the guidance on recognition and derecognition of 
financial instruments from IAS 39. The Group is currently in the process of analyzing the potential impact 
of changes required in classification and measurement of financial instruments. 

 IFRS 16 'Leases' (effective for annual period beginning on or after January 1, 2019). IFRS 16 replaces 
existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether an Arrangement 
contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on-balance sheet lease 
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. There are 
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains 
similar to the current standard i.e. lessors continue to classify leases as finance or operating. The Group 
is currently in the process of analyzing the potential impact of its lease arrangements that will result in 
recognition of right to use assets and liabilities on adoption of the standard.  

 - IFRS 15 "Revenue from contracts with customers" July 1, 2018
 - IFRS 2  "Share-based Payment Transactions" July 1, 2018
 - IAS 40 "Investment Property" July 1, 2018 
 - IAS 28 "Investments in Associates and Joint Ventures" January 1, 2019 
 - IAS 19 "Employee Benefits’- Plan" January 1, 2019 
 - IFRIC 22 "Foreign Currency Transactions and Advance Consideration" July 1, 2018 
 - IFRIC 23 "Uncertainty over Income Tax Treatment" January 1, 2019

 - IFRS 3 Business Combinations and IFRS 11 Joint Arrangement January 1, 2019
 - IAS 23 Borrowing Costs January 1, 2019 
 - IAS 12 Income Taxes January 1, 2019

 The above standards, interpretations and amendments are mandatory for the Company's accounting 
periods beginning on or after July 1, 2018 but are considered not to be relevant or will not have any 
significant effect on the group's operations and are, therefore, not detailed in these consolidated financial 
statements.

 Significant accounting policies applied in the preparation of these consolidated financial statements are 
set forth below. These accounting policies have been applied consistently to all the years presented, 
unless otherwise stated.

 Fixed assets (except leasehold land and office building) are stated at cost less accumulated depreciation 
and impairment losses, if any. Leasehold land and office building are carried at revalued amounts less 
accumulated depreciation and subsequent impairment losses, if any. Cost includes expenditure that is 
directly attributable to the acquisition of the asset.

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. Cost incurred to replace a component of an item 
of fixed asset is capitalised and the asset so replaced is retired from use. Cost incurred on overhaul of 
generators is depreciated over the enhanced useful lives of these generators. All other repairs and 
maintenance expenditure are charged to the profit or loss during the period in which these are incurred.  

 Depreciation is charged using the straight line method over the estimated useful lives of assets, at the 
rates specified in notes 6.1, 6.2 and 6.3 to these consolidated financial statements. Cranes under 
operating lease assets are depreciated at the rates specified in notes 6.2. Residual values are taken 
into consideration in case of  vehicles and cranes under operating lease. The carrying value of leasehold 
land is amortised over its lease term. Depreciation on additions is charged from the month in which the 
assets are available for use. No depreciation is charged in the month of disposal.   

 During the year the Group changed its accounting policy in respect of the accounting and presentation of 
revaluation of fixed assets. Previously, the Group's accounting policy was in accordance with the provisions 
of the repealed Companies Ordinance, 1984. Those provisions and resultant previous policy of the Group 
was not aligned with the accounting treatment and presentation of revaluation of fixed assets as prescribed 
in IAS 16  'Property, Plant and Equipment'. As required by the Companies Act, 2017, the Group has 
changed the accounting policy to bring it in conformity with the accounting treatment and presentation of 
revaluation of fixed assets as specified in IAS 16 'Property, Plant and Equipment'. The detailed information 
and impact of this change in policy is provided in note 5 to these consolidated financial statements.

 An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount 
is greater than its estimated recoverable amount.      

 Gains / losses on disposal of fixed assets, if any, are taken to the profit or loss in the period in which 
they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is 
transferred directly to unappropriated profit.      

 Assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses, 
if any.       

 The residual values, useful lives and methods of depreciation of assets are reviewed and adjusted, if 
appropriate, at each reporting date.      

 Capital work-in-progress is stated at cost less impairment loss, if any and consists of expenditure incurred 
(including any borrowing cost, if applicable) and advances made in the course of their construction and 
installation. Transfers are made to relevant asset category as and when assets are available for intended 
use.   

 Rental from Ijarah arrangements are recognised in the profit or loss on an accrual basis as and when 
rentals become due. Costs including depreciation, incurred in earning the Ijarah income are recognised 

as expense. Initial direct costs incurred specifically to earn revenues from Ijarah are recognised as an 
expense in the period in which they are incurred. The ijarah assets are depreciated over the period of 
ijarah finance on a straight line basis at the rates specified in note 6.3.

 Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated 
impairment losses, if any.       

 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.     

 Amortisation is charged using the straight-line method over the estimated useful lives of the assets at 
the rates specified in note 7.1. Amortisation on additions is charged from the month in which the assets 
are available for use. No amortisation is charged in the month of disposal. The residual values and 
useful lives are reviewed and adjusted, if appropriate, at each reporting date.     

 Gains / losses on disposal of intangible assets, if any, are taken to the profit or loss in the period in 
which these arise.

 Leases in which the Holding Company transfers substantially all the risks and rewards incidental to the 
ownership of an asset to the lessees are classified as finance leases. A receivable is recognised at an 
amount equal to the present value of the minimum lease payments, including any guaranteed residual 
value. The “net investment in finance lease” included in these consolidated financial statements is 
recorded as net of adjustable security deposit.

 The allowance for potential lease and other loan losses is maintained at a level which, in the judgment 
of management, is adequate to provide for potential losses on lease and other loan portfolio which can 
be reasonably anticipated. The allowance is increased by provisions charged to income and is decreased 
by charge offs, net of recoveries.

 Calculating the allowance for potential lease and other loan losses is subject to numerous judgments 
and estimates. In evaluating the adequacy of allowance, Management considers various factors, including 
the requirements of the NBFC Regulations, the nature and characteristics of the obligor, current economic 
conditions, credit concentrations or deterioration in collateral, historical loss experience and delinquencies. 
Lease and other loan receivables are written off, when in the opinion of management, the likelihood of 
any future collection is minimal.

 Provision for non-performing ijarah finance, if any, is made in accordance with the requirements of the 
Prudential Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan 
(SECP) and is charged to the profit or loss in the current period. Outstanding balances in net investment 
in ijarah finance are written off when there is no realistic prospect of recovery.

 The Group classifies a non-current asset as held for sale if its carrying amount will be recovered principally 
through a sale transaction rather than through continuing use.

 A non-current asset held for sale is carried at the lower of its carrying amount and the fair value less 
costs to sell. Impairment losses are recognised through the profit or loss for any initial or subsequent 
write down of the non-current asset to fair value less costs to sell. Subsequent gains in fair value less 
costs to sell are recognised to the extent they do not exceed the cumulative impairment losses previously 
recorded. A non-current asset is not depreciated while classified as held for sale.

 Investment in its associates is accounted for under the equity method of accounting where an associate 
is an entity in which the Holding Company has significant influence and which is neither a subsidiary 
nor a joint venture.

  Under the equity method, the investment in the associate is carried in the statement of financial position 
at cost plus post-acquisition changes in the Group's share of net assets of the associate. Goodwill 
relating to an associate is included in the carrying amount of the investment and is not amortised. After 
application of the equity method, the Group determines whether it is necessary to recognise any additional 
impairment loss with respect to the Group’s net investment in the associate. The income statement 
reflects the share of the results of operations of the associate. Where there has been a change recognised 
directly in the equity of the associate, the Group recognises its share of any changes and discloses this, 
when applicable, in the statement of changes in equity. 

 Associates’ accounting policies conform to those used by the Group for like transactions and events in 
similar circumstances.

 The Group discontinues the use of the equity method from the date when it loses the power to participate 
in the financial and operating policy decisions of the investee. If the retained interest of the Group in the 
former associate is a financial asset, the Group measures the retained interest at fair value. The fair 
value of the retained interest is regarded as its fair value on initial recognition as a financial asset. The 
Group recognises in the profit or loss any difference between the fair value of the retained interest and 
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment 
at the date the equity method was discontinued.

  When the investment in associated undertaking is disposed off, all amounts previously recognised in 
'other comprehensive income' in relation to that investment are reclassified to the profit or loss.

 The carrying amount of assets is reviewed at each reporting date for impairment whenever events or 
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If 
such an indication exists, and where the carrying value exceeds the estimated recoverable amount, 
assets are written down to their recoverable amount. The resulting impairment loss is recognised in the 
profit or loss.

 Financial assets are recognised at the time when the Group becomes a party to the contractual provisions 

 The Group assesses at the end of each reporting period whether there is any objective evidence that 
a financial asset or a group of financial assets is impaired. When there is an objective evidence that an 
impairment loss has been incurred, the amount of loss is measured as follows:

  The amount of the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the investment's original effective interest rate. The carrying amount of the asset is reduced 
and the amount of the loss is recognised in the profit or loss.

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating) the reversal of the previously recognised impairment loss is recognised in the 
profit or loss.

 Impairment loss in respect of investments classified as available for sale is recognised in profit or loss 
based on management's assessment of objective evidence of impairment as a result of one or more 
events that may have an impact on the estimated future cash flows of the investments. A significant or 
prolonged decline in the fair value of a listed equity investment below its cost is also considered an 
objective evidence of impairment. In case of impairment of available-for-sale financial assets, the 
cumulative loss that has been recognised  in reserves in the statement of financial position is removed 
therefrom and recognised in the profit or loss.

 Financial assets are derecognised when the Group loses control of the contractual rights that comprise 
the financial assets. Any gain or loss on derecognition is taken to profit or loss in the current year.   

 Financial liabilities are recognised at the time when the Group becomes a party to the contractual 
provisions of the instruments. These are initially recognised at fair values and subsequently stated at 
amortised cost. Financial liabilities are derecognised when they are extinguished, i.e., when the obligation 
specified in the contract is discharged, cancelled, or expires. Any gain or loss on derecognition is taken 
to profit or loss in the current year.      

 Financial assets and financial liabilities are offset and the net amount is reported in these consolidated 
financial statements only when the Group has a legally enforceable right to offset and the Group intends 
to either settle on a net basis, or to realise the assets and to settle the liabilities simultaneously. Income 
and expense items of such assets and liabilities are also offset and the net amount is reported in these 
consolidated financial statements only when permitted by the accounting and reporting standards as 
applicable in Pakistan.

 The Group uses derivative financial instruments to hedge its risks associated with interest rate and 
foreign currency fluctuations. Derivatives are initially recognised at fair value on the date a derivative 
contract is entered into and the attributable transaction costs are recognised in the profit or loss when 

 The Modaraba offers only one deposit product, “Certificates of Musharika (COM)” under a scheme duly 
approved by the Securities and Exchange Commission of Pakistan vide its letter no.7(04) Reg-Mod/95-449 
dated  April 4, 1995. The Scheme of COM has been formulated under the parameters laid down for this 
purpose by the Securities and Exchange Commission of Pakistan (“SECP”) in its “Guidelines for Issue 
of Certificates of Musharika for Modarabas” (the “Guidelines”) issued on September 7, 1994.

 As per the requirements of the Guidelines,  the scheme of COM is based on the concept of “Musharika”. 
Hence, it is classified as redeemable capital The salient features of the COM are as follows:

 - This is a return based certificate wherein a deposit is placed with the Modaraba for a definite period of time.

 - Total profits after charging all expenses, provisions/impairments and Management Company's remuneration 
of the Modaraba are shared by the COM holders and the Modaraba in accordance with ratio declared 
by the Modaraba and accepted by the COM holders. In the absence of such declaration, the total profits 
shall be shared between the COM holders and the Modaraba in proportion to their contribution in the 
Funds.

 - The amount of profit allocated to the COM holders shall be shared among different categories/tiers of 
the COM holders on the basis of predetermined weightages announced by the Modaraba at the beginning 
of each quarter.

 - In the event of loss, such loss shall be shared between the COM holders and the Modaraba in proportion 
to their respective funds.

 Provisions are recognised when the Group has a present legal or constructive obligation as a result of 
past events and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions 
are reviewed at each reporting date and are adjusted to reflect the current best estimates.

 A contingent liability is disclosed when the Group has a possible obligation as a result of past events, 
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain 
future events not wholly within the control of the Group; or the Group has a present legal or constructive 
obligation that arise from past events, but it is not probable that an outflow of resources embodying 
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured 
with sufficient reliability.

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit 
or loss except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity through other comprehensive income.

 Provision for current taxation is based on taxable income for the year at the current rate of taxation after 
taking into account applicable tax credits, rebates and exemptions available, if any. Tax charge for the 
current year is determined in accordance with the prevailing laws for taxation. The charge for the current 
tax is calculated using tax rates enacted or substantively enacted at the reporting date. The charge for 

the current tax also includes adjustments relating to prior years, if necessary, arising from assessments 
finalised during the year.

 The income, not being income from trading activity, of the Modaraba is exempt from tax provided that 
not less than 90% of its total profits for the year as reduced by amount transferred to a mandatory 
reserve as required under the provisions of the Modaraba Companies and Modaraba (Floatation and 
Control) Ordinance, 1980 (XXXI of 1980) are distributed to the certificate holders. The Modaraba intends 
to continue availing the tax exemption by distributing at least 90% of its profits to the certificate holders 
each year.

 Deferred tax is recognised using the balance sheet liability method on all temporary differences between 
the carrying amounts of assets and liabilities used for financial reporting purposes and amounts used 
for taxation purposes. In addition, the Group  also records deferred tax asset on available tax losses. 
Deferred tax is calculated using the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted by the reporting date.

 A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is 
no longer probable that the related tax benefits will be realised.

 The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities 
/ fixed assets which is adjusted against the related deficit / surplus in accordance with the requirements 
of International Accounting Standard (IAS) 12 "Income Taxes".     

  The Holding Company operates a recognised contributory Provident Fund Scheme (the Fund) for 
all its permanent employees who have completed the minimum qualifying period in accordance 
with the HR policy. The Fund is administered by a Board of Trustees. Equal monthly contributions 
to the Fund are made both by the Holding Company and by the employees at the rate of 10% of 
basic salary.

  The Modaraba operates a recognised provident fund for all eligible employees and an approved 
funded defined contributory gratuity scheme for all permanent employees. Gratuity is payable to 
employees on completion of the prescribed qualifying period of service under the scheme. 
Contributions to the provident fund and gratuity fund are made at the rate of 10% and 8.33% 
respectively, of the basic salaries of employees.

  Obligation for contribution to defined contribution plans are recognised as an employee benefit 
expense in the profit or loss when these are due.

  The Holding Company operates an approved funded gratuity scheme covering all permanent 
employees who have completed the minimum qualifying period of three years of service under the 
scheme. The scheme is administered by a Board of Trustees and contributions therein are made 

 
    

 Gain / loss on sale of investments is recognised in the period in which it arises.

 Income on finances and loans is recognised on a time proportionate basis taking into account the 
principal outstanding and applicable rates of interest / return thereon except in case of finance and loans 
classified under the NBFC Regulations, on which income is recognised on receipt basis.

 Income recognition on finances and loans by Holding Company  is suspended when it is past due by 
ninety days or more and sixty days in case of micro finance.

 Interest / mark-up on rescheduled / restructured leases, finances, loans and investments is recognised 
in accordance with the NBFC Regulations.

 Profit on Diminishing Musharika arrangements is recognised under the effective profit rate method based 
on the outstanding amount.

 Other income is recognised on a receipt basis.

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

 Dividends and appropriations to reserves, except appropriations which are required by law, made 
subsequent to the reporting date are considered as non-adjusting events and are recorded in the financial 
statements in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events 
after the Reporting Period' in the year in which these are approved / transfers are made.

 Cash and cash equivalents comprise cash balances, call deposits and musharika finance. Bank overdrafts,  
that are repayable on demand and form an integral part of the Group's cash management, are included 
as a component of cash and cash equivalents for the purpose of the cash flow statement.

 Operating segments are reported in a manner consistent with the internal reporting structure. Management 
monitors the operating results of its business units separately for the purpose of making decisions 
regarding resources allocation and performance assessment. Segment results, assets and liabilities 
include items directly attributable to the segment as well as those that can be allocated on a reasonable 
basis.      

6.1.2 Included in cost of fixed assets - own use are fully depreciated items which are still in use aggregating 
to Rs. 168.79 million (2017: Rs.143.36 million).       
  

6.1.3 Details of fixed assets - own use disposed during the year are as follows:

 
 

        
 Furniture, fittings and
    office equipment  2,133,219   1,552,289   580,930   591,614   10,684  Negotiation Various
 Vehicles  181,185   146,186   34,999   59,003   24,004  Negotiation Various
 
    accessories  2,048,547   2,033,617   14,930   73,550   58,620  Negotiation Various
        



 

 

 

  2,102,000   1,261,200   840,800   840,800   -    Company policy *Mr. Arshad Abbas, Employee

   1,899,000   1,234,350   664,650   1,002,323   337,673  Company policy *Mr. Ramon Alfrey, Employee

         

            Employee

   1,827,500   1,096,500   731,000   731,000   -    Company policy Mr. Shafiq ur Rehman, Employee

   1,627,500   553,350   1,074,150   1,074,150   -    Company policy Mr. Latafat Anwer, Employee

   1,627,500   537,075   1,090,425   1,090,425   -    Company policy Mr. Amir Iqbal Saifi, Employee

   1,537,500   922,500   615,000   615,000   -    Company policy Mr. Muhammad Wasif Butt, Employee

   1,507,000   904,200   602,800   602,800   -    Company policy Mr. Sarosh Khushbakth, Employee

   1,005,000   603,000   402,000   402,000   -    Company policy Mr. Rukhsar Khan, Employee

   683,000   230,512   452,488   452,488   -    Company policy Mr. Muhammad Usman, Employee

   683,000   196,362   486,638   486,638   -    Company policy Mr. Muhammad Yaseen, Employee

   657,000   394,200   262,800   262,800   -    Company policy Mr. Abdullah Ishaq, Employee

   657,000   394,200   262,800   262,800   -    Company policy Ms. Gul Shahzadi, Employee

        

        

        


 

 Vehicles 93,920  71,917  22,003   -       
    

 

6.1.4 Particulars of Holding Company's immovable fixed assets - own use are as follows;

   
 Head Office Building  Plot no.16 sector 24, Korangi Industrial Area, Karachi   44,893 Sq. feet 
 Office Building  Plot no.49 sector 24, Korangi Industrial Area, Karachi   4,477 Sq. feet 
   
   

6.1.5 The fair value of Land and Buildings as at June 30, 2016 approximated to Rs.346 million.  

6.1.6 The depreciation expense for the year has been charged to administrative and general expenses. 
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Consolidated Financial Statements





6.2 Fixed assets - on operating lease

 Generators 1,666,967,058  18,185,182   -    803,698,922  73,751,552   - - Actual / minimum

   (328,393,146)   (136,616,869)   number of hours

   (1,356,759,094)   (740,833,605) 

 Generator  141,092,966   -     -    98,229,541  5,137,286   - - 10% - 15%

   (14,177,903)   (8,146,651)    

  (126,915,063)   (95,220,176) 

 Cranes  -    143,549,998  143,549,998   -    777,562  777,562 142,772,436  10 years

  1,808,060,024  161,735,180  143,549,998  901,928,463  79,666,400  777,562 142,772,436   

  (342,571,049)   (144,763,520)    

  (1,483,674,157)   (836,053,781) 

 *Represents assets transferred to ijarah finance.



 Generators 1,660,738,134  26,455,654  1,666,967,058  660,316,768  143,669,250  803,698,922 863,268,136 Actual / minimum

   (20,226,730)   (287,096)   number of hours

 Generator 121,524,927   -    141,092,966  90,170,176  8,430,960  98,229,541 42,863,425 10% - 15%

        accessories  (658,691)   (658,691) 

   20,226,730     287,096  

 Vehicles 1,440,000   -     -    816,002  48,000   - - 33%

   (1,440,000)   (864,002)  

  1,783,703,061  26,455,654  1,808,060,024  751,302,946  152,148,210  901,928,463 906,131,561  

  (658,691)   (658,691)  

   (1,440,000)    (864,002)  

   *  Represents assets transferred to own use.          

 **  Represents assets written-off.

 *** Represents assets transferred from generators to generator accessories.
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

 Accumulated depeciation


















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

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
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





 Accumulated depeciation















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





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6.2.1 Operating lease assets disposed off during the year are as follows: 

 
 
 

     accessories 342,571,049   144,763,520   197,807,529   209,052,129   11,244,600 Negotiation M/s. Orient Rental Modaraba

Description



Accumulated
depreciation





proceeds







Particulars of 


For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 

 

 ed assets - Ijarah finance

 

 

 

 

         
         
        
        
        
         
         
        
        
        
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        
        
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
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

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






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         
         

         
         
         

     























 













 Details of fixed assets - ijarah finance disposed during the year are as follows:

 
 
        
        
      
 
 
        
        
      

        
        
        
        
        
        
      

      

 
  


  











Notes to and Forming Part of The

Consolidated Financial Statements





7 INTANGIBLE ASSETS 

 Computer software and license  7.1 21,036,478  14,226,031 
 Goodwill  13,728,733  13,728,733 
 Customer relationship for Ijarah 7.1 & 7.5 61,428,571  73,714,286 
   96,193,782  101,669,050 

7.1 Following is a statement of intangible assets:

 Computer software

  70,313,474  17,865,346  87,106,885  56,087,443  11,054,899  66,070,407  21,036,478  33%

   (1,071,935)*   (1,071,935)*  

 Customer relationship

    for Ijarah 86,000,000   -    86,000,000  12,285,714  12,285,714  24,571,429  61,428,571 7 years

  156,313,474  17,865,346  173,106,885  68,373,157  23,340,613  90,641,836  82,465,049   

  (1,071,935)*   (1,071,935)*  

 *Represents asset transferred from intangibles to computers and accessories      

 


 Computer software  63,352,596  6,960,878  70,313,474  42,346,801  13,740,642  56,087,443  14,226,031  33%

 Customer
  relationship for
  Ijarah 86,000,000   -    86,000,000   -    12,285,714  12,285,714  73,714,286  7 years
  149,352,596  6,960,878  156,313,474  42,346,801  26,026,356  68,373,157  87,940,317

7.2 Included in cost of intangible assets are fully amortised items which are still in use aggregating to Rs. 
69.38 million (2017: Rs. 66.06 million).       

7.3 No intangible assets were disposed off during the year.     
    

7.4 The amortisation expense for the year has been charged to administrative and general expenses.  
      

2018 2017

Rupees







Accumulated amortisation

















Description










Rupees

Rupees










Accumulated amortisation

















Description














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7.5 Customer relationship for ijarah comprises of Ijarah portfolio relationships which are recognised at the 
time of acquisition of ORIX Modaraba. Customer relationship arises from disbursements expected to 
be made to existing Ijarah customers. These ijarah represent a more beneficial investment than alternate 
financing in the market. The customer relationship implies that the economic life of ijarah portfolio is 
longer than its contractual life.

8 NET INVESTMENT IN FINANCE LEASE

 Instalment contract receivables  22,573,597,326  20,900,257,843 
 Residual value  8,661,544,481  8,495,061,038 
 Less: Adjustable security deposit 8.1 8,642,760,086  8,480,953,193 
  8.2 22,592,381,721  20,914,365,688 
   
 Less: Unearned finance income  3,751,574,061  3,247,135,004 
   18,840,807,660  17,667,230,684 

8.1 Security deposit is received from the lessees under finance lease contract which is adjustable at the 
expiry of the lease period.

8.2 Details of investment in finance lease       
         





 Less than one year 11,329,421,879 11,177,407,438 9,322,608,857   9,226,214,842 
 One to five years 11,262,959,842 9,736,958,250 9,518,198,803   8,441,015,842
  22,592,381,721 20,914,365,688 18,840,807,660   17,667,230,684

8.3 The Holding Company's implicit rate of return on leases ranges from 7.70% to 24.00% (2017: 8.17% 
and 24.00%) per annum. These are secured against leased assets and security deposits averaging 
21.00% (2017: upto 21.00%) of the cost of leased assets and personal guarantees.

8.4 Based on the NBFC Regulations, the aggregate amount of income suspended as at June 30, 2018 
amounted to Rs. 869.14 million (2017: Rs. 838.59 million).

8.5 Lease rentals received during the year aggregate to Rs. 12,066 million (2017: Rs. 11,675 million).

9 INVESTMENT IN ASSOCIATED UNDERTAKINGS

 Related parties
 Investment in equity accounted undertakings 9.1 672,208,880    1,972,102,566

Gross investment
in finance lease

Present value of investment 
in finance lease

2018 2017
(Restated)

2018 2017
(Restated)

Rupees

 
    

 2018 2017
(Restated)

Rupees

 2018 2017
(Restated)

 2018 2017

Rupees

 2018 2017
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 2018 2017
Rupees

2018 2017
(Number of Shares)



9.1 The breakup of carrying value of investments in equity accounted undertakings is as follows:



  Quoted

      

  Unquoted

      

  920,000  ORIX Leasing Egypt SAE 9.1.3  

      

9.1.1 During the year the shareholders of Oman ORIX Leasing Company SAOG (OOLC) in a meeting held 
on December 13, 2017  approved a scheme of merger of OOLC with and into National Finance Company 
SAOG (NFC), Oman. As per the proposed scheme of merger, the shareholders of OOLC could exercise 
option to either accept shares in NFC at a swap ratio of 1:1 or receive a cash payment equivalent to 
1.2 times of book value per share of OOLC as at December 31, 2017, subject to merger being approved 
by shareholders and the regulators. The shareholders of the Holding Company, in the Extraordinary 
General Meeting held on January 18, 2018, unanimously passed a resolution to accept the option to 
receive a cash payment equivalent to 1.2 times book value per share as at December 31, 2017 against 
30,392,901 shares of OOLC held by the Holding Company representing shareholding of 11.64%. 
Accordingly, no share of profit from OOLC was recorded subsequent to December 31, 2017. Capital 
gain on this divestment amounted to Rs. 329 million. In addition, the related exchange translation reserve 
amounting to Rs. 347.8 million has been reclassified from equity to consolidated profit or loss as other 
income (note 36).

9.1.2 The Holding Company holds 2.5% ownership interest in Saudi ORIX Leasing Company (SOLC). The 
Chief Executive Officer of SOLC is Mr. Bader Alswailem. The Company was incorporated in Riyadh, 
Kingdom of Saudi Arabia. The latest available Financial Statements, which are prepared on going 
concern basis, have been audited by Price Waterhouse Coopers Chartered Accountants and they have 
expressed an unqualified opinion. 

 During the year SOLC has recorded the impact of adoption of IFRS 9 in its opening retained earnings 
and presented it in Statement of Changes in Equity. The Holding Company has taken this impact in 
consolidated statement of changes in equity. 

9.1.3 The Holding Company holds 23% ownership interest in ORIX Leasing Egypt SAE (OLE). Management 
intends divestment of the Company's investment in OLE, subject to necessary regulatory approvals. 
Accordingly, the investment is no longer accounted for under the equity method of accounting and has 
been classified as 'Held for sale' as at June 30, 2018 in accordance with the requirements of IFRS 5 
"Non-current Assets held for sale and Discontinued Operations". 

 The Chief Executive Officer of OLE is Mr. Aijaz A. Butt. The Company was incorporated in Cairo, Egypt.  
The latest available Financial Statements, which are prepared on going concern basis, have been 
audited by KPMG Hazem Hassan Public Accountants & Consultants and they have expressed an 
unqualified opinion.
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 
    

Date of financial
year end

Name

Name

 



Rupees



Revenues Profit / (loss) Interest held


Oman ORIX

Leasing Company
SAOG


ORIX Leasing

Company
Rupees

Rupees



Al Hail ORIX
Finance PSC

ORIX Leasing
Egypt SAE 

 Oman ORIX
Leasing Company

SAOG


ORIX Leasing

Company

Al Hail ORIX
Finance PSC

ORIX Leasing
Egypt SAE 

2017

9.1.4 Summarised un-audited financial statements of equity accounted undertakings are as follows: 

     

       
      


  31 December  39,987,897,417   13,215,748,624   3,358,780,537   1,426,120,220  2.50% 


       
Quoted      


 Oman ORIX Leasing Company SAOG 31 December  52,858,403,903   42,107,250,382   5,405,478,464   1,615,303,616  11.64%

 Unquoted

 Saudi ORIX Leasing Company 31 December  40,207,752,565   16,948,033,685   3,608,456,434   1,066,718,554  2.50%
 ORIX Leasing Egypt SAE 31 December  5,205,213,349   4,600,897,893   888,686,818   86,028,413  23.00%

9.1.5 Movement of investment in associates is as follows:

 Balance at the beginning of the year      
 Share of profit for the year 37     
       
 Exchange gain      
       
       
 Reclassified to held for sale      
       



 Balance at the beginning of the year  1,138,382,265  572,953,631  284,249,975  270,606,846  2,266,192,717 
 Share of profit for the year 37 188,021,341  21,334,370   -    19,786,535  229,142,246 
       
       
 Exchange loss  (3,959,216) (6,374,773)  -    (133,482,218) (143,816,207)
 Reclassified to long-term investments   -     -    (284,249,975)  -    (284,249,975)
       
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

10 LONG-TERM INVESTMENTS 

 Held-to-maturity investments
 Pakistan Investment Bonds (PIBs) 10.1 63,354,946   81,125,356 

 Investment in sukuk certificates 10.2 57,701,835   57,701,835 
 Less: Provision for potential losses on investments 41.2 57,701,835   57,701,835
   -  -
   63,354,946   81,125,356
 Available-for-sale (AFS)   
 Units of collective investment scheme    
  
 National Investment (Unit) Trust         
     202,000 (2017: 202,000) units of Rs. 10 each      
 Cost Rs. 1,363,500 (2017: Rs. 1,363,500)  14,917,700   16,915,480 

 Al-Hail ORIX Finance PSC 10.3 279,097,858   279,097,858 
 Less: Unrealised loss on remeasurement of financial
     asset classified as available-for-sale  -   (5,911,133 )
 Less: Impairment  (49,917,389 )  -
   229,180,469   273,186,725
   307,453,115   371,227,561 

 Less: Current maturity 14  -   14,951,881  
   307,453,115   356,275,680

10.1 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations, 

2008 to maintain liquidity against certificates of deposit. These carry coupon rate of 12.00% (2017: 
9.60% to 12.00%) per annum and are due to mature on September 3, 2019. 

10.2 This represents investment by the Modaraba in unlisted sukuk certificates which have been fully provided.

10.3 The Holding Company reassessed the fair value of its investment in Al Hail ORIX Finance PSC as at 
June 30, 2018. Management has assessed that there are objective indications of impairment that would 
have an impact on the estimated future value of the investment. Accordingly, the difference of Rs. 49.9 
million between the carrying value and fair value determined on the basis of Discounted Cash Flow 
method as at June 30, 2018 has been recognised in the consolidated profit or loss.

10.3.1 The movement in investment in Al Hail ORIX Finance PSC is as follows:

 Investment in associate reclassified to available-for-sale
    financial assets  279,097,858   284,249,975 
 Less: Loss on de-recognition of investment in associate   -   (5,152,117)
 Fair value at initial recognition of available-for-sale financial asset   279,097,858   279,097,858 
 Less: Unrealised loss on remeasurement of financial asset
    classified as available-for-sale  -   (5,911,133)
 Less: Impairment 10.3   (49,917,389)  -
   229,180,469   273,186,725 

 2018 2017

Rupees

 2018 2017
Rupees
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11 LONG-TERM FINANCES AND LOANS

  
 Considered good

 Loans to key management personnel, other executives
    and employees
 Key management personnel - related parties  77,893,785  90,750,192 
 Other executives  64,771,057   57,857,926 
 Other employees  89,092,732   50,652,091 
  11.1 & 11.6 231,757,574  199,260,209 

 Others
 Vehicle finance - secured 11.3 3,772,139,094  3,038,216,332 
 Musharakah finance - secured 11.4  2,448,387,808  939,117,430 
 Micro finance 11.5 259,579,949  277,157,774 
 Agri finance - secured 11.7 -  388,876 
   6,480,106,851   4,254,880,412 
   6,711,864,425  4,454,140,621 
 Considered doubtful

 Others
 Term finance - secured  188,854,467  195,008,867 
 Vehicle finance - secured  43,865,836  36,964,811 
 Musharakah finance - secured  590,322  310,198 
 Micro finance  9,001,851  1,918,894 
 Agri finance - secured  14,626,656  15,076,327 
   256,939,132  249,279,097 
 Less: Allowance for potential loan losses 41.1 256,939,132  249,279,097 
   -   -   
 Less: General provision against agri and
    micro finance loans 11.8 (1,297,933)  (1,387,733)
   6,710,566,492  4,452,752,888 
 Less: Current maturity
 Key Management Personnel, other executives 
    and employees  33,249,959  34,023,662 
 Others  2,782,760,924   1,992,743,042 
  14 2,816,010,883  2,026,766,704 
 
   3,894,555,609  2,425,986,184

 
    

 2018 2017
(Restated)

Rupees
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2018 2017
(Restated)

Rupees

11.1 Movement in loans to key management personnel and other executives



 Opening balance  148,608,118  105,832,981 
 Disbursements  56,203,184   69,017,116 
 Repayments  (46,546,448 ) (26,241,979 )
 Transfer from Staff to Others  (15,600,012 )  -   
   142,664,842  148,608,118

11.2 Loans to Key Management Personnel

    
  
 Mr. Kashif Yaqoob  1,387,447   - - 1,425,199
 Mr. Amjad Iqbal 6,787,700  -  - 7,031,327
 Mian Faysal Riaz 875,000   -  351,984   -
 Mr. Khawar Sultan 1,058,847 - 820,427 1,089,910  
 Mr. Ramon Alfrey 2,105,155 - 1,428,323 2,164,416
 Mr. Tahir Ali Shah 2,163,981 - 1,694,397 1,810,054
 Mr. Hira Lal Bharvani 2,400,000 - 2,357,234 -
 Mr. Mohammad Ayub Khan 4,618,883 - 2,911,348 4,713,627
 Mr. Imtiaz Ahmad Chaudhary 7,937,531 - 7,835,370 3,862,238
 Ms. Fakhara Rizwan  11,730,304 - 10,729,519 -
 Mr. Muhammad Siddique 15,354,208   - 14,488,816 14,696,571
 Mr. Mohammad Arif Daya 7,573,458 - 6,655,975 7,255,659
 Mr. Nadir Shah 7,426,041   - 6,351,079 6,873,171
 Mr. Muhammad Asim Javed 17,780,226   - 17,119,335 17,645,970
 Mr. Salwat Ahmad 10,917 - - -
 Ms. Farhat Ansari 6,004,182 - 5,149,978 5,948,837  
 Mr. Muhammad Ahsan Ilyas 3,886,406 - - -  
 Syed Haris Ali 7,848,343 - -  7,685,405  
 Mr. Salman Muslim 8,690,320 - - 8,547,808  
    - 77,893,785 90,750,192  

 Loans to Key Management Personnel include house loan, vehicle loan and personal loan.           

Rupees

Provisions/
(write-off)

Maximum
Aggregate

Balance during
the year

Name  2017

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



 
    

11.3  This represents vehicle financing facility provided to individual and corporate customers on 
mark-up basis. The mark-up on these finances ranges from 10.51% to 22.00% (2017: 8.41% 
to 23.00%) per annum. These finances are repayable within a period of 1.5 years to 5 years 
(2016: 2 years to 5 years) and are secured against charge over vehicles and personal 
guarantees.

11.4  This represents musharakah facilities provided to customers. The mark-up on these finances 
ranges from 11.35% to 17.00% (2017: 11.35% to 19.00%) per annum. The facilities have a 
repayment term of 2 to 3 years (2017: 2 to 4 years) and are secured by assets subject to 
musharakah agreement. 

11.5  This represents long-term micro finance offered to individuals and women entrepreneurs on 
mark-up basis. The mark-up on these loans ranges from 28.00% to 35.78% (2017: 23.93% to 
35.78%) per annum. These are secured against personal guarantees of community organisations 
and are repayable within a period of 1.5 years (2017: 1.5 years). 

11.6  This represents loans given to staff in accordance with the terms of the Group's Compensation 
policy and includes house loans which are repayable within a period of 20 years or retirement 
date whichever is earlier. House loans are secured against equitable mortgage on the property 
by deposit of title documents of the property with the Group and carry mark-up of 4.00% (2017: 
4.00%) per annum. Loans to Key Management Personnel, Executives and other employees 
(other than house loans) carry mark-up rates ranging from 7.50% to 15.00% (2017: 7.50% to 
15.00%) per annum. These are secured against retirement benefits and are repayable within 
a period of five years.

 Maximum amount outstanding at the end of any month during the year against loans to key 
management personnel and executives was Rs. 140.67 million (2017: Rs. 181.90 million).

11.7  This represents long-term finance offered to farmers on mark-up basis. The rate of return on 
these loans ranges from 15.00% to 28.00% (2017: 15.00% to 28.00%) per annum. These 
loans are repayable within a period of 1.5 year to 3 years (2017: 1.5 years to 3 years) and are 
secured against title documents of immovable property.

11.8  As per Regulation 25(A) of the NBFC Regulations, NBFCs with micro finance portfolio are 
required to maintain a general provision equivalent to 0.5% of the net outstanding micro finance 
portfolio (finance net of specific provisions).

For the year ended June 30, 2018
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

12 SHORT-TERM FINANCES 

 Considered good
 Micro finance 12.1  
 Term finance - secured 12.2  
 Agri finance - secured 12.3 -  
    
 Considered doubtful
 Micro finance   
 Term finance - secured   
 Agri finance - secured   
   
 Less: Allowance for potential losses 41.1  
   -  -
 Less: General provision against agri
     and micro finance loans 11.8  
    

12.1 This represents short-term micro finance offered to individuals and women entrepreneurs on mark-up 
basis. The mark-up on these loans ranges from 19.71% to 35.08% (2017: 19.75% to 37.73%) per annum. 
These are secured against personal guarantees of community organisations and are repayable within 
twelve months. 

12.2 This represents term finance facilities provided to customers of Certificates of Deposit (CODs) on mark-up 
basis. The mark-up on these finances ranges from 9.25% to 13.00% (2017: 8.50% to 13.50%) per 
annum. These finances are recoverable between one and twelve months and are secured against lien 
over the respective CODs with a minimum security margin of 25% over the principal value of the COD.

12.3 This represents short-term finance offered to farmers on mark-up basis. The rate of return on these 
loans ranges from 17.00% to 20.00% (2017: 17.00% to 25.00%) per annum. These are repayable within 
twelve months (2017: twelve months) and are secured against title documents of immovable property.

13 ACCRUED RETURN ON INVESTMENTS
   AND TERM FINANCE

 Investments   
 Term finance   
   

14 CURRENT MATURITY OF NON-CURRENT ASSETS

 Current maturity of:
 Net investment in finance lease 8.2  
 Long-term investments 10  -  
 Long-term finances and loans 11  
   

 2018 
(Restated)


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15 SHORT-TERM INVESTMENTS

 At fair value through profit and loss
 Treasury bills 15.1  
 Term finance certificates 15.2  
    
 Available-for-sale
 Pakistan investment bond (PIBs)  -  
 Ordinary shares - unlisted 15.3  
    
 Less: Allowance for potential losses 41.2  
    

15.1 This represents investments made as required under Regulation 14(4)(g) of the NBFC Regulations to 
maintain liquidity against certificates of deposit. These are redeemable within a period of 3 months 
(2017: 12 months) from the reporting date, carrying yield ranging from 6.20%  to 6.26% (2017: 5.98% 
to 5.99%) per annum due at maturity.

15.2 This represents investment in unlisted Term Finance Certificates (TFCs) which has been fully 
provided. 


15.3 This includes shares of LSE Financial Services Limited (formerly Lahore Stock Exchange Limited). The 
Holding Company holds 843,975 number of shares with a face value of Rs.10 each. These include 
506,385 (60% shares) which are required to be held separately in a blocked account with the Central 
Depository Company of Pakistan Limited to restrict the sale of these shares by the members. However, 
the rights to receive dividend, bonus shares, right shares and the proceeds of sale of these shares are 
vested with members while the voting rights attached to these shares are suspended. In the absence 
of an active market, these shares have been carried at face value of Rs. 10 each.

16 ADVANCES AND PREPAYMENTS

 Advances - unsecured   

 Prepayments
 Prepaid insurance on leased assets   
 Rent   
 Others   
    
    
17 OTHER RECEIVABLES

 Considered good
 Operating lease rentals receivable  - 
 Ijarah rentals receivable   
 Receivable against sale of e-business  -  
 Others   
    
 Considered doubtful
 Operating lease rentals receivable   
 Ijarah rentals receivable   
 Receivable from equity brokerage customers   
 Others   
   
 Less: Allowance for potential losses 41.2  
    

 2018 

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18 CASH AND BANK BALANCES

 Cash in hand   

 Balances with banks in:
 - Current accounts   
 - Deposit accounts 18.1 & 18.2  
    
    

18.1 These carry expected profits rates ranging from 2.40% to 5.75%  (2017: 2.46% to 5.25%).

18.2 These include balances amounting to Rs. 385.85 million which have been maintained in order for the Modaraba 
to comply with the guidelines issued by the SECP with respect to the maintenance of the prescribed liquidity 
against its Certificates of Musharika. These deposit accounts are under profit and loss sharing arrangements, 
permissible under Shariah and carry profit rates ranging between 2.48% - 6.20 % per annum.

19 ASSETS CLASSIFIED AS HELD FOR SALE

 Repossessed assets 19.1  
 Investment in associated undertaking
 - OPP (Private) Limited 19.2  
 - ORIX Leasing Egypt SAE 9.1.3   -    
    

19.1 This represents repossessed leased assets consisting of vehicles, machinery and other equipment, 
previously leased out to customers. The Holding Company intends to dispose off these assets to recover 
the balance amount outstanding against such leases. 

19.2 The Holding Company intends to divest its investment in OPP (Private) Limited, subject to necessary 
regulatory approvals.

20 ISSUED, SUBSCRIBED AND PAID-UP CAPITAL


   

      

      

      

      

20.1 As at June 30, 2018, ORIX Corporation, Japan and its nominees held 69,016,283 (2017: 40,693,564) 
ordinary shares equivalent to 49.58% (2017: 49.58%) of the total shareholding. 


20.2 During the year, the Holding Company issued 57,129,625 right shares at Rs. 35 per ordinary share, 
including a premium of Rs. 25 per ordinary share.

 2018 


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 

    

2018 

(Number of Shares)

 2018 



 Reconciliation between ordinary shares in issue at the beginning and end of the year is as follows:

 As at beginning of the year    
 Issue of right shares during the year     -   
 As at end of the year   

21 SURPLUS ON REVALUATION OF LEASEHOLD LAND
    AND OFFICE BUILDING - NET OF TAXATION

 Opening balance   
 Revaluation surplus arising during the year   -    -   
 Adjustment in respect of incremental depreciation 
    transferred to retained earnings   
    

 Opening balance of deferred tax liability   
 Effect of change in tax rate    -   
 Adjustment on transfer of incremental
    depreciation to retained earnings   
    
    

22 LONG-TERM FINANCES - secured

 Long-term finances utilised under       
        mark-up arrangements - financial institutions 22.1 & 22.2   
 
 Less: Unamortised transaction cost   
 Less: Current maturity 33  
    
    

22.1 The Holding Company has unutilized long term finance facilities of Rs. 2,000 million as at June 30, 2018 

(2017: Nil). These finances have been obtained for financing of operations and are secured by 
hypothecation of leased assets, related lease receivables, financing receivables and operating lease 
assets. The mark-up rates thereon range from 6.46% to 8.07% (2017: 6.88% to 7.40%) per annum. 
These finances are repayable within a period of 18 to 60 months (2017: 18 to 60 months).

22.2 This also includes Musharika term finance various banks amounting to Rs. 1,636.37 million (2017: 
Rs.947 million). These carry profit  ranging from 6.29% to 7.43% (2017: 6.16% to 6.75%).These finances 
are repayable within a period of 60 months (2017: 36 months). 

23 LONG-TERM CERTIFICATES OF DEPOSIT

 Unsecured
 Certificates of deposit 23.1  
 Less: Current maturity 33  
    

 2018 


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 2018 



23.1 These certificates of deposit have been obtained for financing of operations of Holding Company and 
issued at expected rates of return ranging from 6.40% to 12.50% (2017: 6.15% to 12.50%) per annum 
and issued for terms ranging from 2 years to 10 years (2017: 2 years to 10 years). 

24 LONG-TERM DEPOSITS
 

 Security deposit on finance lease and ijarah contracts   
 Less: Current maturity 33  
    

24.1 This represents amounts received under Ijarah finance repayable / adjustable at the expiry of the lease 
period

25 DEFERRED TAXATION

 The deferred tax liability is attributable to the following items:
 - Accelerated tax depreciation   
 - Surplus on revaluation of office building 21  
 - Unamortised transaction costs relating
     to long term finances and loans   
 - Unrealised gain on investments   
 - Share of profit of equity accounted undertakings   
 - Allowance for potential lease, loan and other losses   
 - Tax losses  -  
 - Post employment benefits  -   
    

25.1 The movement in deferred tax during the year is as follows;

 Opening   
 (Reversal) / Charge to profit or loss for the year 44  
 Reversal in other comprehensive income for the year   
 Closing   

26 OTHER LONG-TERM LIABILITIES

 Profit on certificates of deposit 26.1  

26.1 This represents accrued profit on Certificates of Deposit payable on maturity.

27 DEFINED BENEFIT OBLIGATION - STAFF GRATUITY

27.1 General description

 The Holding Company operates a funded gratuity scheme which was established under the provision 
of the trust deed dated July 1, 2004 for its permanent staff who have completed the minimum qualifying 
period of three years of service under the scheme. The funded scheme is administered by the Board 
of  Trustees in accordance with the provisions of the Trust Deed. Contributions therein are made in 
accordance with actuarial recommendations. The most recent valuation in this regard was carried out 
as at June 30, 2017, using the Projected Unit Credit Method. 

 The disclosures made in notes 27.2 to 27.14 are based on the information included in the actuarial 
valuation report of the Holding Company as of June 30, 2018.
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
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assets Net liability
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2018 

 2018 



27.2 Principal actuarial assumptions

 -   Discount rate  9.00%  7.75%
 -   Expected rate of increase in salary for first year  12.00%  7.75%
 -   Expected rate of increase in salary for second year and onwards 9.00%  7.75%
 -   Expected rate of return on plan assets  9.00%  7.75%
 -   Average service years  10.55   11.46
     
 Assumptions regarding future mortality are set based on actuarial advice in accordance with published 

statistics and experience in Pakistan. The rates assumed are based on the SLIC 2001 - 2005 ultimate 
mortality tables rated down one year.      


27.3 The amount recognised in the Statement of Financial Position is as follows:     


 Present value of defined benefit obligation 27.4   
 Fair value of plan assets 27.4  
     

27.4 The movement in the defined benefit obligation over the year is as follows:

 At July 1   
 Current service cost   15,162,956 -   15,162,956 
 Interest expense / (income)   
    
 Remeasurements:
 - Interest on plan assets, excluding amounts
     included in interest expense - 623,703 623,703
 - Experience losses 19,345,982 - 19,345,982
    
    
 Contributions made -   (32,899,060)  (32,899,060) 
 Benefits paid    
 Benefits payable to outgoing member(s)   
 At June 30   

For the year ended June 30, 2018

Notes to and Forming Part of The

Consolidated Financial Statements



    


    

2018 




 %  %



 At July 1 156,681,763 (155,218,531)  1,463,232 
 Current service cost  12,894,574  -    12,894,574 
 Interest expense / (income) 14,101,359 (14,991,147)  (889,788)
    

 Remeasurements: 
 - Interest on plan assets, excluding amounts
      included in interest expense -   6,983,136   6,983,136 
 - Experience losses 9,530,886 -    9,530,886 
    
    
 Contributions made  -    (13,468,020)  (13,468,020)
 Benefits paid  (22,810,342)  22,955,918   145,576 
 Benefits payable to outgoing member(s)  (145,576)  -    (145,576)
 At June 30  170,252,664   (153,738,644)  16,514,020  

   

27.5 The amount recognised in statement of profit or loss is as follows:  
  

 Current service cost   
 Interest expense/ (income)     
    

27.6 The plan assets and defined benefit obligations are based in Pakistan.
 
27.7 Plan assets consist of the following:

     
 

 Government securities 171,465,991 96.48%  146,422,434  95.24%
 Cash and bank balances
    and others  6,264,809  3.52%  7,316,210  4.76%
   177,730,800  100.00%  153,738,644  100.00%

27.8 Historical results

      
Present value of defined benefit obligation     

 Fair value of plan assets     
 Deficit     
 Remeasurements of plan liabilities     
 Remeasurements of plan assets     
   
27.9 Actual return on plan assets during the year amounted to Rs 11.630 million.   

 
27.10 Based on the actuarial advice, the Holding Company intends to charge an amount of approximately 

Rs. 20.576 million in respect of gratuity fund in the financial statements for the year ending June 30, 
2019.

    
-------------------------------(Rupees)-------------------------------

Present value of 
defined benefit 

obligation

Fair value of plan 
assets Net liability


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27.11 The Fund is exposed to a number of risks, the most significant of which are detailed below:  


 Mortality risk This is the risk that the actual mortality experience is different from what was initially 
expected. The effect depends on the beneficiaries’ service / age distribution and 
the benefit.

 Investment risk This is the risk of investments underperforming and not being sufficient to meet 
liabilities. However, the trustees of the fund have a practice to invest the amounts 
in government securities that are secured.

 Final salary risk This is the risk that the final salary at the time of cessation of service is greater than 
expectation. Since the benefit is calculated on the basis of final salary, the benefit 
amount increases proportionately. In order to minimise the risk the actuary of the 
Holding Company uses past pattern which provides basis to form a reliable estimate.

  Withdrawal risk This is the risk that withdrawals may be higher or lower than actuarial assumptions. 
The final effect could go either way depending on the beneficiaries’ service / age 
distribution and the benefit. The Holding Company ensures the availability of sufficient 
liquid funds in the gratuity fund and makes regular contributions to minimise the risk.

27.12 The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is as 
follows:          



 Discount rate 1.0% 182,161,675    213,423,252 
 Salary growth rate 1.0%  212,288,866    182,876,646 
    

The above sensitivity analyses are based on a change in an assumption while holding all other 
assumptions constant. When calculating the sensitivity of the defined benefit obligation to significant 
actuarial assumptions the same method (present value of the defined benefit obligation calculated 
with the projected unit credit method at the end of the reporting period) has been applied as when 
calculating the gratuity liability recognised in the Statement of Financial Position. 


27.13  The distribution of timing of payment of benefits is as follows:   
     

  Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 to
       Year 10

 Defined benefit
     obligation  17,518,709   28,077,641   17,635,186   8,925,986   36,027,144   180,011,207 

27.14 The weighted average duration of the defined benefit obligation is 7.91 years.  
      
 

27.15 The information provided in notes 27.1 to 27.14 has been obtained from the details provided by the 
actuary of the Holding Company.

Change in 
assumption

Increase in 
assumption

Decrease in 
assumption

Impact on defined benefit obligation


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28 REDEEMABLE CAPITAL - PARTICIPATORY 
   AND UNSECURED     


 Certificates of Musharika (COM) 28.1  
 Less: Current portion of redeemable capital 33  
    

28.1 These carry estimated share of profit payable ranging between Re. 0.1438 to Re. 0.1882 (2017: Re. 
0.1438 to Re. 0.1726) per thousand per day and are due to mature latest by 15 May 2021  (2017:18 
October 2018).

 This includes COM issued to Key Management Personal of Modaraba amounting to Rs.0.5 million 
(2017: Rs.1 million).

28.2 During the year profit allocated to different categories / tiers of the COM holders ranges from Re. 0.196 
to Re. 0.1882 (2017:  Re. 0.0411 to Re. 0.1726) per thousand per day. 

29 TRADE AND OTHER PAYABLES


 Creditors   
 Accrued liabilities   

 Other liabilities
 Advance from customers against finance lease
     and ijarah finance   
 Sales tax payable 29.1  
 Federal Excise Duty payable   
 Insurance payable   
 Provision for Sindh Worker's Welfare Fund   
 Payable to minority shareholders of SCLL   
 Others   
    
    

29.1 This includes provision for services sales tax on management fee of Rs.15.36 million (2017: Rs. 13.56 
million). Pursuant to Order number SRB-COM-I/AC-V/Mgt/SCSOP/5878/2012 of the Sindh Revenue 
Board (SRB) dated April 22, 2013, the Modaraba has recorded a provision in respect of Sindh sales tax 
on Management Company's remuneration at applicable rates with effect from November 1, 2011. The 
Management Company has filed an appeal before the Appellate Tribunal SRB against this order. The 
Appellate Tribunal SRB through its order dated February 19, 2016 allowed the appeal and set aside 
the order-in-original and order-in-appeal and remanded back the case to the assessing officer for 
re-assessment. Thereafter, on April 8, 2016, the assessing officer issued a fresh notice to the Management 
Company. Against the notice, the Management Company has filed an appeal before the Honorable Sindh 
High Court. As an interim relief, the Court vide its Order dated October 13, 2016 has stopped the assessing 
authorities to pass any final order till the culmination of its proceedings. The case is pending to date. 
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30 ACCRUED INTEREST / MARK-UP / PROFIT ON LOANS, FINANCES
 AND CERTIFICATES OF DEPOSIT   
  

 Interest / mark-up / profit on
 Long-term finances   
 Redeemable capital   
 Short-term borrowings   
 Certificates of deposit   
    

31 SHORT-TERM BORROWINGS

 From banking companies
 Running finance arrangements - secured 31.1  
 Short-term loans - secured 31.2  
    

31.1 This represents short-term running finance facilities of the Holding Company available from commercial 
banks for finances of operations with limits aggregating to Rs. 2,950 million (sub-limits of which amounting 
to Rs. 245 million have been utilised as a short-term loans) as at June 30, 2018 (2017: Rs. 2,300 million). 
These facilities have been obtained for financing of day to day operations The rate of mark-up ranges 
from 7.03% to 7.93% (2017: 6.75% to 7.85%) on a daily product basis. These are secured by hypothecation 
of leased assets, related lease receivables and financing receivables. 

31.2 These represent short-term loans from financial institutions for periods ranging from 1 week to 6 months 
and carrying mark-up at rates ranging from 6.70% to 7.52% (2017: 6.61% to 6.73%) per annum. These 
are secured by hypothecation of leased assets, related lease receivables and financing receivables. 

32 SHORT-TERM CERTIFICATES OF DEPOSIT

 Unsecured
 Short-term certificates of deposit 32.1  
 Payable to holders of matured certificates of deposits   
    

32.1 These represent short-term certificates of deposit obtained for financing of operations, issued at expected 
rates of profit, ranging from 6% to 6.25% (2017: 5.35% to 6.25%) per annum for a term upto 12 months 
(2017: 12 months). 

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33 CURRENT MATURITY OF NON-CURRENT
    LIABILITIES

 Current maturity of:
 Long-term finances 22  
 Long-term certificates of deposit 23  
 Long-term deposits 24  
 Current portion of redeemable capital 28  
    

34 CONTINGENCIES AND COMMITMENTS

34.1 The Additional Commissioner Inland Revenue (ACIR) passed an amended assessment order in July 
18, 2014 under section 122(5A) of the Income Tax Ordinance 2001 (the Ordinance) for tax year 2010 
and created a demand of Rs. 167 million by disallowing capital loss on sale of shares and certain other 
matters. The Holding Company preferred an appeal against the amended assessment order passed 
by the ACIR before the Commissioner Inland Revenue (Appeals) (CIR-A). The CIR-A disposed of the 
appeal with minor relief to the Company. The Holding Company has filed an appeal before the Appellate 
Tribunal Inland Revenue (ATIR) on the issues decided against the Company by the CIR-A which is 
pending for adjudication.

 Based on the merit of the case, Management is confident that the decision will be in the Holding 
Company’s favour, hence, no provision has been recorded in these consolidated financial statements.

34.2 During the year 2017, the Deputy Commissioner Inland Revenue (DCIR) amended the orders for the 
tax years 2011 and 2014 creating an aggregate demand of Rs. 126.2 million, mainly on account of 
difference in determination of minimum tax liability under section 113 of the Ordinance. The Holding 
Company's appeal against these amended orders before the CIR-A was maintained and is currently 
pending adjudication before the ATIR. The Holding Company has obtained stay against recovery of 
demand from the Sindh High Court (SHC) until adjudication of appeal by ATIR.

 Based on the merits of the case, Management considers that decision will be made in the Holding 
Company’s favour and, hence, no provision has been recorded in these consolidated financial statements.

34.3 The assessments of Standard Chartered Leasing Limited (SCLL) - amalgamated entity, for the years 
1998-99 to 2002-03 were finalised by the tax officer whereby lease key money amounting to Rs. 239 
million has been added to income. In appeals with the ATIR, the addition was upheld. SCLL filed 
rectification application before ATIR that certain arguments advanced at the time of hearing of appeals 
were not considered while framing the order. The ATIR vide appellate order dated February 27, 2008 
has recalled its original appellate order for all these years and referred the case to the Chairman ATIR 
to constitute a larger bench for rehearing / decision of the case.

 No provision has been made in these consolidated financial statements in this respect as Management 
is of the view that the same will be allowed.

34.4 During the year 2016, the Holding Company received a show cause notice from the Sindh Revenue 
Board (SRB) as to why Sindh Provincial Sales Tax (SPST) amounting to Rs. 426 million for rentals of 
generators on operating lease for the years ended June 30, 2012, 2013, 2014, 2015, should not be 
recovered from the Holding Company. Further, the Holding Company received another show cause 
notice from SRB during April 2018 on the same grounds whereas the Holding Company was alleged 
to have not paid sales tax amounting to Rs. 73.6 million during the year ended June 30, 2016.

 The Holding Company’s tax advisor is of the opinion that sales tax liability framed through above referred 
show cause notices on renting out of generators is unlawful for the reason that SRB has no legislative
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 competence or authority to levy SPST thereon. This opinion is based on the petition and subsequent 
interim relief granted to the Holding Company by Sindh High Court (SHC) for levy of SPST on renting 
of generators. The SHC had stayed the demand of sales tax on renting of generators while restricting 
SRB from taking any coercive measures against the Holding Company until further orders of SHC.

34.5 During the year 2017, the Holding Company received show cause notice from SRB for short payment 
of SPST of Rs. 5.4 million against supplies made to a local vendor in September 2015. Additional 
Commissioner SRB Karachi confirmed the said liability through Order No. 125 of 2017 dated May 15, 
2017 which was also challenged by the Holding Company by filing an appeal before Commissioner 
Appeals SRB Karachi.

 Based on the merit of the case, Management considers that decision will be made in the Holding 
Company’s favour and hence, no provision has been recorded in these consolidated financial statements.

34.6 During the year, the Holding Company received a notice from SRB regarding non-payment of stamp 
duty on purchase orders amounting to Rs. 12.6 million. The Holding Company’s legal advisor is of the 
opinion that application of stamp duty on purchase orders is unlawful. The Holding Company filed a 
petition before the SHC challenging the levy of stamp duty on purchase orders. The SHC has passed 
ad-interim stay order restricting SRB from taking any coercive measures against the Company until 
further orders of SHC. 


34.7 Leases committed but not executed at the reporting date amounted to Rs. 55.94 million (2017: Rs. 44.78 
million).

34.8 Commitments relating to capital expenditure at the reporting date amounted to Rs. 11.27 million (2017: 
Rs. Nil). 

34.9 The Deputy Commissioner Inland Revenue (ACIR) has issued an amended order to the Modaraba 
Management Company and has created a demand of Workers’ Welfare Fund (WWF) amounting to Rs 
48,367 under section 221 of the Income Tax Ordinance, 2001 with respect to tax year 2013. Against 
the order, the Modaraba Management Company has not filed an appeal as the financial impact is 
nominal.

34.10 The Modaraba has issued letters of comfort to various commercial banks on behalf of its customers. 
These aggregate to Rs. 186.78 million (2017 : Rs. 65.78 million) as at the year end. 

35 INCOME FROM OPERATING LEASE

 Generators   
 Ijarah finance   
    

For the year ended June 30, 2018

Notes to and Forming Part of The
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 

Associates'
profit after tax

Share of
associates' 

profit after tax

Associates'
profit after tax

Share of 
associates' 

profit after tax

36 OTHER INCOME - NET

 Income from financial assets
 Return on investments and deposits   
 Interest income on government securities   
 Dividend income   
 Capital gain on sale of investments - net   
 Unrealised (loss) / gain on remeasurement of financial  
     assets at fair value through profit or loss - net   
 Impairment on Investment   
    
 Income from other than financial assets
 Other fees and income   
 Unrealised exchange gain transferred from
    other comprehensive income on cessation of equity
    accounting for associated undertaking 9.1.2  
 Gain on disposal of asset classified as 'held for sale'  - 
 Documentation fee   
 Write-off in respect of fixed assets for own use   
 Gain on disposal of fixed assets   
 Gain on sale of leased assets   
 Gain on transfer of Ijarah assets to Dimishing Musharika     -   
 Other exchange gain / (loss) - net   
    
    

37 SHARE OF PROFIT OF EQUITY ACCOUNTED UNDERTAKINGS



 
     

 
     
     
     

     

38 FINANCE COST      


 Interest / mark-up / profit on:
    - Long-term finances   
    - Redeemable Capital   
    - Long-term loans  -  
    - Musharika finance arrangements   
    - Short-term borrowings   
    - Certificates of deposit   
 Amortisation of transaction costs   
 Bank charges and commission   
    

    


 2018 



2018 


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 
    

 2018 



39 ADMINISTRATIVE AND GENERAL EXPENSES    

  
 Salaries, allowances, welfare and training 39.1  
 Rent and utilities   
 Travelling   
 Vehicle running and maintenance   
 Insurance on operating assets   
 Legal and professional charges   
 Communication   
 Subscriptions   
 Auditors' remuneration 39.2  
 Advertising   
 Printing and stationery   
 Depreciation 6.1  
 Amortisation 7.1   
 Office repairs and maintenance of equipment   
 Donations 39.3  
 Office general expenses   
    

39.1 This includes expenses in relation to the following employee benefits:

 Defined benefit plan - gratuity fund 27.5  
 Defined contribution plan - gratuity fund   
 Defined contribution plan - provident fund   
 Compensated absences   
    

39.2 Auditors' remuneration

 Annual audit fee including consolidation   
 Fee for special certification including half yearly review fee   
 Other services and certifications   
 Sales tax on audit fee and other services   
 Out of pocket expenses   
    
 Subsidiaries   
    

39.3 Donations above Rs. 500,000
 
 The Citizen Foundation   
 The Layton Rahmatullah Benevolent Trust (LRBT)      -   
 The Indus Hospital      -   
 Family Educational Services Foundation    -   
 IBP School of Special Education    -   
    

 During the current year, donation amounting to Rs. 1.25 million was given to LRBT in which one of the 
directors of the Holding Company is also a director.

    
  
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40 DIRECT COST   

 Court fee, stamp duty and others   

 Operating lease and Ijarah finance   
 Maintenance and insurance   
 Depreciation - operating lease assets 6.2  
 Depreciation - ijarah finance 6.3  
 Amortization 7.1  
    
    

41 ALLOWANCE FOR POTENTIAL LEASE AND OTHER LOAN LOSSES

      
  
      

      

      

      

      
      
  


      

      

      

      

41.1 Provision against finances and loans


 Long-term finances and loans 11  
 Short-term finances and loans 12  
    

41.2 Provision against other receivables and investments

 Other receivables 17  
 Short-term investments 15  
 Long-term investments 10  
    

 2018 



 2018 
(Restated)



Total

Operating lease, 

investments

and other
Sub-total

Finances

and loans
Finance

leases

2018


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Notes to and Forming Part of The

Consolidated Financial Statements



 
    

 2018 



2018

Rupees

42 OTHER PROVISIONS / (REVERSALS) - NET

 Operating lease, investments and other receivables
 Provision / (reversals) against other receivables   
 Reversal of provision against potential losses on investments  -  
    
 Others 
 Provision / (reversal) against Workers' Welfare Fund    
 Provision for services sales tax on Management
 Company's remuneration 29.1   
 Impairment on assets under Ijarah arrangements       -   
    

43 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS  AND EXECUTIVES 

 The aggregate amount charged in the consolidated financial statements for the year in respect of the 
remuneration and benefits to the Chief Executive, Directors and executives is as follows:  
     

    
  


     
     
 Retirement benefits    
     

     

    
  

     
     
 Retirement benefits 2,676,171 - 16,917,749  19,593,920 
     

     

43.1 Executives denote employees, other than the Chief Executive Officer and Directors of the Holding 
Company, whose basic salary exceeds twelve hundred thousand rupees in a financial year.

 
43.2 The Chief Executive and certain executives are also provided with Company maintained cars and other 

benefits in accordance with their entitlement as per Company policy.

43.3 Aggregate amount charged in these consolidated financial statements includes meeting fees paid to 4 
non-executive directors of the Holding Company amounting to Rs. 3.3 million (2017: 4 non-executive 
Directors Rs. 2.1 million). This includes fee paid to the Chairman of the Board of Directors of the Holding 
Company amounting to Rs. 0.8 million (2017: Rs. 0.5 million).

Chief Executive of 

the Holding 

Company

Chief Executive of 

the Management 

Company

Executives Total

2017(Restated)

Rupees

Chief Executive of 

the Holding 

Company

Chief Executive of 

the Management 

Company

Executives Total

For the year ended June 30, 2018
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

44 TAXATION

 Current tax - for the year   
 Current tax - for prior years   
 Deferred    
    
44.1 Super tax

 The Finance Act, 2015 had levied a one-time super tax at the rate of 3 percent of the taxable income 
for companies having taxable income of above Rs. 500 million. This clause has been extended in the 
Finance Act, 2017 and an amount of Rs. 52.1 million has been recognised in this respect in the current 
tax charge.      
 

44.2 Effective tax rate reconciliation   
 
 Relationship between income tax expense and accounting profit

 Profit attributable to Shareholder’s of Holding Company  

 Tax at enacted tax rate 30%  514,340,623 
 Tax effect of income subject to final tax regime -0.11%  (1,901,331 )
 Tax effect of income subject to lower tax rate -3.45%  (59,194,498 )
 Effect of change in tax rate on opening deferred tax -1.03%  (17,598,504 )
 Super Tax 3.04%  52,134,550 
 Prior year -9.14%  (156,689,272 )
 Tax effect of rebates/credits -0.10%  (1,680,000 )
 Others 0.80%  13,758,451
  20.0%  343,170,019 

44.2.1 Numerical reconciliation between the average tax rate and the applicable tax rate has not been presented 
for the year ended June 30, 2017. Provision for the year ended June 30, 2017 had been made under 
the provisions of Alternate Corporate Tax under section 113C of the Income Tax Ordinance, 2001.   
   

44.3 The Holding Company computes tax based on the generally accepted interpretations of the tax laws to 
ensure that the sufficient provision for the purposes of taxation is available which can be analysed as 
follows:

 Income tax provision for the year
    (as per accounts) 160,211,550 192,852,818  97,191,463
 Income tax as per tax return / assessment 144,893,492  101,413,731  102,317,298

2018 






2018
(Effective

tax rate %)

  



For the year ended June 30, 2018
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 
    

44.4 Current status of pending tax assessments

 Tax Year 1999 to 2000

 In the assessment year 1999-2000 the Officer Inland Revenue (OIR) had revised the income 
tax assessment order of the Holding Company under Section 221 of the Ordinance. The Holding 
Company had preferred an appeal against the order of the OIR before the Commissioner 
Inland Revenue [CIR(A)] who confirmed the treatment of the OIR. The Holding Company then 
filed an appeal before the Appellate Tribunal Inland Revenue (ATIR). The ATIR while deciding 
the appeal filed by the Holding Company, has remanded back the appellate order dated 
December 12, 2005 to the CIR(A) to pass speaking order after considering all the relevant 
facts of the case. The case is still pending for adjudication, however, as a matter of prudence, 
the Holding Company has made adequate provision in respect of the disallowances.

 Tax Year 2010 to 2017

 Under Section 114 of the Income Tax Ordinance 2001, the Holding Company has filed the 
returns of income for tax years 2010 to 2017. The said returns were taken to be assessment 
orders passed by the Commissioner Inland Revenue on the day the said returns were filed 
other than tax year 2010, 2011 & 2014. 

 
 Tax Year 2010-2011 and 2014

 Details of the assessment made by the Additional Commissioner Inland Revenue are provided 
in note 34.

44.5 The Finance Act, 2018 has introduced an amendment in section 5(A) of the Income Tax 
Ordinance, 2001 whereby tax on undistributed profits for the year are subject to tax at the rate 
of 5% of the accounting profit before tax for every public company, other than a scheduled 
bank or a modaraba and the minimum distribution for the levy of this tax has been reduced 
from 40% to 20% and for this purpose, bonus shares will not be considered as part of distribution. 
The amendment is applicable for tax year 2018 and onwards.

 In case of ORIX Modaraba provision for current taxation is based on taxable income for the 
year at the current rates of taxation after taking into account applicable tax credits, rebates 
and exemptions available, if any. The income of non-trading Modarabas is exempt from tax 
provided that not less than 90% of their profits for the year as reduced by amount transferred 
to a mandatory reserve as required under the provisions of the Modaraba Companies and 
Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980) are distributed to the 
certificate holders. The Modaraba intends to continue availing the tax exemption by distributing 
at least 90% of its profits to the certificate holders each year.

For the year ended June 30, 2018
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

 2018 



45 OPERATING PROFIT BEFORE WORKING 
   CAPITAL CHANGES

 Profit before taxation   

 Adjustments for
 Depreciation 6.1, 6.2 & 6.3  
 Amortisation 7.1  
 Amortisation of transaction cost 38  
 Provision / (reversal) for potential lease
    and other loan losses - net 41   (23,143,953 )
 Reversal for potential losses on investments 42 -   (1,701,878 )
 Provision / (reversal) against  Workers' Welfare Fund 42    (74,079,982 )
 Reversal of provision for other receivables 42    (1,907,139 )
 Provision for services sales tax on Management
     Company's remuneration 42  
 Gain on disposal of non-current asset held for sale 36 -  (5,839,116 )
 Capital gain on sale of investments - net 36 (329,362,893 )  -   
 Impairment on investment classified
     as Available for sale 36   -   
 Share of profit of equity accounted undertakings 37 (98,672,824 ) (229,142,246 )
 Other exchange gain - net 36 (18,636,455 ) (50,053 )
 Charge for defined benefit plan - gratuity fund 39.1  
 Fixed assets written-off 36 & 42  
 Unrealised loss on remeasurement
    of financial assets at fair value through profit
    or loss - net 36  
 Finance cost including bank charges 38  
 Profit on certificates of deposit 38  
 Dividend income 36 (1,330,988 ) (1,330,987 )
 Unrealised exchange gain transferred from other
    comprehensive income 36 (347,807,471 ) (67,766,408 )
 Return on investments and deposits 36 (15,606,983 ) (15,509,111 )
 Interest income on government securities 36 (52,804,983 ) (70,261,736 )
 Gain on transfer of Ijarah assets to Dimishing Musharika 36 (32,440,591 ) - 
 Gain on disposal of fixed assets 36 (47,287,300 ) (49,492,873 )
    
    

46 CASH AND CASH EQUIVALENTS

 Cash at bank 18  
 Cash in hand 18  
 Short-term running finance facilities 31  (1,710,358,951 )  (858,686,564 )
   (785,422,043 )  (131,025,302 )
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

46.1 Reconciliation of movements of liabilities to cash flow arising from financing activities   

              

         

 

         

         

         

         

 

         

         

         

47 SEGMENT INFORMATION
 
 The Group has three primary reporting segments namely, ‘Finance lease’, 'Finances & Loans ' and 

‘Operating lease’, based on the nature of business and the related risks and returns associated 
with these segments. The finance lease operations are primarily for long-term leases of movable 
assets to corporate entities and individuals. Finances and loans are primarily extended to corporate 
entities and individuals for purchase of saloon vehicles. This segment also includes micro finance 
which primarily represents group / community based lending to the under-privileged community. 
Under the operating lease segment, the Group provides equipment on short-term rentals to corporate 
entities. Other operations, which do not fall into the above segment categories and are not deemed 
by the Management to be sufficiently significant to disclose as separate items, are reported under 
'Investment in subsidiaries, associates, and others'. 
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

47.1 Segment analysis is given below:       
 

      
      
      
      
      
      


      

      

 Profit for the year     

 Other information 

      

      

 Total assets     

      

      

 Total liabilities     

      

      

 

 Capital expenditure - fixed assets for own use     

      

      

Total
Investment in 

subsidiaries, 

associates & others

Operating

lease

Finances

and loans
Finance

leases

2018

Rupees

For the year ended June 30, 2018

Notes to and Forming Part of The
Consolidated Financial Statements



 
    

      
      
      
      
      
      

      
      
 Profit for the year     924,265,575 

  
      
      
      

      
      
      

     
     

 
 Capital expenditure - fixed assets for own use - - - - 50,411,635  
      
      

Total
Investment in 

subsidiaries, 

associates & others

Operating

lease

Finances

and loans
Finance

leases

2017(Restated)

Rupees

For the year ended June 30, 2018

Notes to and Forming Part of The
Consolidated Financial Statements



    


47.2 Segment by class of business

  An analysis by class of business of the Group's net investment in finance leases and other finances and loans is given below:   
      

     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     

 Net investment in finance leases    
 Other finances and loans    
    
         
47.3 Segment by sector

 The Holding Company’s net investment in finance lease and other finances and loans includes exposure 
to private sector of Rs. 29,215 million (2017: Rs. 26,245 million).  

47.4 Geographical segment analysis

 The Group's operations are restricted to Pakistan only.     

 
48 TRANSACTIONS WITH RELATED PARTIES

 The Holding Company has related party relationships with its subsidiary companies, related group 

companies, associated companies, staff provident fund, staff gratuity fund, directors and key management 
personnel and entities over which the directors or key management personnel are able to exercise 
significant influence.       

 The Group in the normal course of business carries out transactions with various related parties. These 
transactions are executed substantially on the same terms as those prevailing at the time of comparable 
transactions with unrelated parties and do not involve more than a normal risk. Amounts due from and 
due to related parties are disclosed in the relevant notes.   



(Rupees)  (Rupees) 

2018 
(Restated)

 (Restated)


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2018 



48.1 Transactions with related parties during the year are given below:    
     

       
 

 ORIX Corporation, Japan - Parent Company - 49.58% Holding
     Dividend paid  -  

 Oman ORIX Leasing Company SAOG - Associate / common
    directorship - 11.64% ownership
 Dividend received  -  
 Attendance fee for meeting of the Board of Directors   

 ORIX Leasing Egypt SAE - Associate / common directorship      
  23% ownership
 Dividend received  -    17,918,608 

 Saudi ORIX Leasing Company - Associate /
     common directorship 2.5% ownership      
 Dividend received   
 Technical assistance fee received   
 BOD attendance fee   
      
 State Life Insurance Corporation of Pakistan -
    Common directorship
 Dividend paid  -    19,399,059 
 Insurance premium and rent expense   
      
 Sui Northern Gas Pipelines Limited - Common directorship   
 Utilities bills payment  -   
      
 ORIX Leasing Pakistan Limited - Employees
    Provident Fund (OLP-EPF)
 Contribution made   

 ORIX Modarba- Staff Provident Fund (OM-EPF)
 Contribution made   
      
 ORIX Leasing Pakistan Limited - Staff Gratuity Fund
    (OLP-SGF)     
 Contribution made   

 ORIX Modaraba- Staff Gratuity Fund (OM-SGF)
 Contribution made   
      
 The Layton Rahmatullah Benevolent Trust - common
     directorship     
 Charity paid  -   
 Donation    -
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 Other related party transactions during the year      
      
 Directors and key management personnel
 Compensation of directors and key management personnel 
 Director fees paid   
 Short-term employee benefits   
  Retirement benefits   
 Total compensation to directors and key management personnel  

 Proceeds from sale of vehicles   
 Loans disbursed   
 Interest paid   
 Principal repaid   
 Financial charges on Redeemable Capital   
     
 Advance to the Chief Executive Officer of
    the Management Company   - 
 Provision for performance bonus of the Management Company  -  
 Issuance of certificates of deposit   
 Redemption of certificates of deposit   
 Ijarah rental earned on ijarah finances to
    key management personnel of the Modaraba   
 Income earned on Musharaka finance to
    key management personnel of the Modaraba   
 Amount of profit paid   

48.2 The balances with related parties as at year end:     

 Investment in associated undertakings   
 Long term investment - Al Hail ORIX Finance PSC   

 Investment in associated undertaking - held for sale
   - OPP (Private) Limited   
   - ORIX Leasing Egypt SAE       -   

 Certificates of deposit held   
 Accrued profit on certificates of deposit   
 Outstanding loans to Key Management Personnel   
 Defined benefit payable to ORIX Leasing Pakistan Limited -
     Staff Gratuity Fund   
 Receivable from Saudi ORIX Leasing Company - Associate    -  
 Unpaid dividend to ORIX Corporation, Japan -
    Parent Company     -   
 Receivable from ORIX Corporation, Japan -
    Parent Company      -   

 Rent payable to State Life Insurance Corporation of Pakistan  -  

 2018 



For the year ended June 30, 2018

Notes to and Forming Part of The
Consolidated Financial Statements



 

48.3 The Modaraba enters into transactions with related parties for lease of assets, borrowings under 
Musharika finances and other general banking services. These transactions are based on a transfer 
pricing policy under which all transactions are carried out on agreed terms. The balances with related 
parties have been disclosed in the respective notes.

 
49 STAFF STRENGTH

 Group's staff strength at the end of the year   

 Average number of employees*   

 *Represents the average taken of the number of employees at the end of each month in the year. This 
average has been calculated for Group's employees.

50 PROVIDENT FUND RELATED DISCLOSURES

 The Holding Company operates a Staff Provident Fund for its employees. The following information is 
based on the financial statements of the Fund as at June 30, 2018 (unaudited) and 2017 (audited):

 Size of the Fund - total assets   
 Fair value of investments   
      
   
 Percentage of investments made    
      
   
 The cost of the above investments amounted to Rs. 422.57 million (2017: Rs. 358.3 million).   
   
 The break-up of fair value of investments is as follows:       



 Cash and bank deposits 5.00% 4.91%    
 Government securities 
 - Treasury Bills 84.54% 58.39%   
 - National Savings Certificates 4.34% 4.40%  19,187,294    17,842,521  
 - Pakistan Investment Bonds 6.12% 32.30%    
  100.00% 100.00%     

The investments of the provident fund have been made in accordance with the provisions of Section 218 of 
the Companies Act, 2017 and the rules formulated for this purpose.



2018 
Number of staff

2018 
AuditedUn-audited

--------------(Percentage)--------------

Unaudited


Audited


Unaudited


Audited


Percentage 
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Rupees

At fair value

through profit and loss
At amortised cost Total

 2018

51 FINANCIAL INSTRUMENTS BY CATEGORY

 ASSETS
 Net investment in finance lease 17,916,682,926 - - - 17,916,682,926 
 Long-term investments  -    63,354,946   -    244,098,169  307,453,115  
 Term finances and loans 6,953,413,182   -     -     -    6,953,413,182  
 Accrued return on investments and
     term finance 83,360,712   -     -     -    83,360,712
 Short-term investments  -     -    758,747,378  13,840,691  772,588,069 
 Other receivables 156,302,114 - - - 156,302,114 
 Cash and bank balances 924,936,908   -     -     -    924,936,908  
      

 LIABILITIES
 Long-term finances   -    11,066,852,693   11,066,852,693  
 Certificates of deposit  - 5,275,940,041   5,275,940,041
 Other long-term liabilities  - 202,558,668   202,558,668  
 Trade and other payables  - 1,107,639,306   1,107,639,306 
 Accrued interest / mark-up / profit on loans,  
         finances and certificates of deposit  - 283,728,568   283,728,568 
 Unpaid Dividend  - 208,224,070   208,224,070 
 Unclaimed dividend  - 70,843,967   70,843,967 
 Short-term borrowings  - 2,355,358,951   2,355,358,951 
 Redeemable capital  - 3,127,115,000   3,127,115,000
    -    23,698,261,264   23,698,261,264 



 ASSETS
 Net investment in finance lease 16,742,897,738 - - - 16,742,897,738
 Long-term investments - 81,125,356 - 290,102,205  371,227,561 
 Term finances and loans 4,602,188,792 - - - 4,602,188,792  
 Accrued return on investments and
     term finance 59,856,053 - - - 59,856,053 
 Short-term investments - - 883,506,965 30,374,860 913,881,825 
 Other receivables 164,194,817  - - - 164,194,817 
 Cash and bank balances 727,661,262  - - - 727,661,262  
      

TotalAvailable-for-
sale

At fair value 

through profit

and loss

Held-to-

maturity
Loans and receivables

2018

Rupees

TotalAvailable-for-
sale

At fair value 

through profit

and loss

Held-to-

maturity
Loans and receivables

2017 (Restated)

Rupees
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 LIABILITIES
 Long-term finances  - 11,864,512,348   11,864,512,348  
 Certificates of deposit  - 6,027,923,708   6,027,923,708  
 Other long-term liabilities  - 214,038,190   214,038,190 
 Trade and other payables  - 1,113,489,065   1,113,489,065  
 Accrued interest / mark-up /profit on loans, finances and
     certificates of deposit  - 360,713,437   360,713,437  
 Unpaid Dividend  - -  -   
 Unclaimed dividend  - 64,753,244   64,753,244  
 Short-term borrowings  - 2,448,686,564   2,448,686,564  
 Redeemable capital  -    2,750,750,000   2,750,750,000 
    -    24,844,866,556   24,844,866,556 

52 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

 The Group activities expose it to a variety of financial risks which mainly include market risk, credit risk 
and liquidity risk. The Board of Directors of the Holding Company has the overall responsibility for the 
establishment and oversight of the Company's risk management framework. The Board is also responsible 
for developing and monitoring the Group's risk management policies.

52.1 Market risk

 Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate 
as a result of changes in market prices. Market risk comprises three types of risks: currency risk, yield 
/ interest rate risk and other price risk.      


52.1.1 Currency risk

 Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because 

of changes in foreign exchange rates. The Holding Company incurs currency risk in Saudi Riyal, UAE Dirhams 
and Egyptian Pound on account of its foreign currency bank account, long-term investments and  investments 
in associated undertakings. The Holding Company's exposure to foreign currency transactions is as follows:

 Foreign currency bank account    

 Long-term investments    

 Investment in associated undertakings    

 Assets classified as held for sale     -

 As at June 30, 2018, if the Pakistani Rupee had strengthened / weakened by 10% against these 
currencies the carrying value  would have been higher / lower by an amount of Rs. 107.68 million (2017: 
Rs. 224.83 million).

Rupees

At fair value

through profit and loss
At amortised cost Total

 2017 (Restated)

2018 
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For the year ended June 30, 2018

Notes to and Forming Part of The
Consolidated Financial Statements



    


52.1.2 Yield / interest rate risk

 Yield / interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Group's exposure to the risk of changes in 
market interest rates relates primarily to the Group's floating interest rates long-term debt obligations 
and financial assets. Financial assets and financial liabilities include balances of Rs. 26,188 million 
(2017: Rs. 22,754 million) and Rs. 21,736 million (2017: Rs.22,492 million) respectively, which are 
subject to interest rate risk. The maturity analysis and interest rate profile of the Group's significant 
interest bearing financial instruments are as follows:

 On-balance sheet financial instruments 
 
 Financial assets
 

     finance lease        

         

 Term finances and loans        

 

 

 term finance          

         

         

         

          

 Total        

 Financial Liabilities
 Long-term finances        

 Certificates of deposit        

         

           

 Accrued interest / mark-up / profit on loans,

    finances and certificates of deposit        

         

         

         

         

 Total        

 On-balance sheet gap (a)        

 Off-balance sheet financial instruments          

 Off-balance sheet gap (b)          

 Total interest rate sensitivity gap (a+b)       

 Cumulative interest rate sensitivity gap       

    


profit rate









Over one year
to five years


five years




profit rate risk
Total




year

2018

Exposed to yield / interest rate risk



For the year ended June 30, 2018

Notes to and Forming Part of The
Consolidated Financial Statements



 

 On-balance sheet financial instruments 


 Financial assets
 

     finance lease 8.17%-24.00% 16,742,897,738  513,841,015  1,524,447,173  5,983,835,240  8,720,774,310   -     -        

         

 Term finances and loans  5.00% - 37.73%  4,602,188,792  410,474,111  465,663,996  1,299,754,303  1,860,444,816  565,851,566   -        

 

 

 term finance  -  59,856,053   -     -     -     -     -    59,856,053  

         

         

         

         

 Total        

 Financial Liabilities
 Long-term finances  6.16% - 7.40%  11,864,512,348  473,809,524  1,191,666,666  2,721,553,796  7,477,482,362   -     -      

 Certificates of deposit   5.35% - 12.50%   6,027,923,708  183,667,181  197,068,431  1,519,179,246  3,456,799,858  543,532,839  127,676,153   

          

          

 Accrued interest / mark-up / profit on loans,

    finances and certificates of deposit  -  360,713,437   -     -     -     -     -    360,713,437  

           

         

          

         

 Total        

 On-balance sheet gap (a)        

 Off-balance sheet financial instruments          

 Off-balance sheet gap (b)          

 Total interest rate sensitivity gap (a+b)       

 Cumulative interest rate sensitivity gap       

  a)   Sensitivity analysis for variable rate financial instruments

 The Group has extended KIBOR based short-term and long-term lease and finances to various counter 
parties that expose the Group to cash flow interest rate risk. In case of increase / decrease in KIBOR by 100 
basis points on the last repricing date with all other variables held constant, the profit before tax for the year 
ended June 30, 2018 would have been lower / higher by Rs 200.4 million (2017: Rs.229.9 million).

 Furthermore, the Group also has KIBOR based financial liabilities in Pakistani Rupees representing short-term 
running finance arrangements, short-term and long-term finances obtained from various financial institutions 
and certificates of deposit which expose the Group to cash flow interest rate risk. In case of increase / 
decrease in KIBOR by 100 basis points on the last repricing date with all other variables held constant, the 
profit before tax for the year ended June 30, 2018 would have been lower / higher by Rs.150.6 million (2017: 
Rs.153.8 million).

    


profit rate









Over one year
to five years


five years




profit rate risk
Total




year

Exposed to yield / interest rate risk



2017 (Restated)

For the year ended June 30, 2018
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

 Presently, the Group does not hold any variable rate financial instrument carried at 'fair value through profit 
or loss' and is not exposed to cash flow interest rate risk except for balances in certain saving accounts. The 
interest rate of these bank accounts ranges from 2.40% to 5.75%. (2017: 2.46% to 5.25%) per annum.

 b)  Sensitivity analysis for fixed rate financial instruments

 As at June 30, 2018, the Holding Company holds market treasury bills and Pakistan Investment Bonds which 
are classified as 'financial assets at fair value through profit or loss' and 'available for sale' respectively, 
exposing the Holding Company to fair value interest rate risk. In case of 100 basis points increase in rates 
announced by the Financial Markets Association of Pakistan for market treasury bills and Pakistan Investment 
Bonds with all other variables held constant, the net income for the year and net assets of the Holding 
Company would have been higher / lower by Rs.0.5 million (2017: Rs.1.05 million).    


52.1.3 Other price risk

 Other 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 rate risk or currency risk) whether those 
changes are caused by factors specific to the individual financial instruments or its issuer, or factors affecting 
all similar financial instruments traded in the market.

 
 Other price risk arises when the Group has made investment in shares of listed companies or mutual funds. 

Currently, the Group holds investments in units of National Investment (Unit) Trust classified as available-for-sale 
financial assets. These investments are marked-to-market based on the net asset value which is declared 
on a daily basis. The Group has adopted a policy to diversify its portfolio and continuously monitor developments 
in markets. In addition the Company actively monitors the key factors that affect stock price movement.

52.2 Credit risk

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the 
other party to incur a financial loss. The risk is generally limited to principal amounts and accrued profit 
thereon, if any. The Group has established procedures to manage credit exposure including credit approval 
limit, credit exposure limits, collateral and guarantee requirements. These procedures incorporate both 
internal guidelines as well as the requirements of the NBFC Rules and the NBFC Regulations. The Group 
also manages credit risk through an independent credit department which evaluates customers’ credit 
worthiness and obtains adequate securities where applicable.

 All investing transactions are settled / paid for upon delivery. The Group's policy is to enter into financial 
instrument contract by following internal guidelines for approval.

 Concentration of credit risk arises when a number of counterparties are engaged in similar business activities, 
or activities in the same geographical region, or have similar economic features that would cause their ability 
to meet contractual obligations to be similarly affected by changes in economic, political or other conditions. 
The concentration of credit risk indicates the relative sensitivity of the Group’s performance to developments 
affecting a particular industry or geographic location. As at June 30, 2018, out of the total financial assets of 
Rs. 33,436 million (2017: Rs.31,887 million) the assets which were subject  to credit risk amounted to Rs. 
26,960 million (2017: Rs..24,572 million). Significant concentration of the Group’s risk assets by class of 
business, industry sector and geographical region is set out in note 46.

For the year ended June 30, 2018
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 

2018 
(Restated)



 Net investment in finance lease   
 Long-term investments   
 Term finances and loans   
 Accrued return on investments and term finance   
 Short-term investments   
 Net investment in ijarah finance   
 Other receivables   
 Investment in associated undertakings   
 Bank balances   
    

 The Group controls the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals, groups or specific industry segments. For such purpose, the 
Group has established exposure limits for single lessees and industrial sectors. The Group has an 
effective rental monitoring system which allows it to evaluate customers’ credit worthiness and identify 
potential problem accounts. An allowance for potential lease, instalment and other loan losses is 
maintained at a level which, in the judgment of management, is adequate to provide for potential losses 
on lease and other loan portfolios that can be reasonably anticipated. The credit quality of receivables 
can be assessed with reference to their historical performance with no or some defaults in recent history.

 The carrying value of receivables which are past due are as under:

      
      
      
      
      
 Less: General and specific provision     
      
      



      
      
      
      
      
 Less: General and specific provision  924,332,946   380,693,458   138,236,912   1,134,443   1,444,397,759
      
      

 The maximum exposure to credit risk at the reporting is:

Total
Net investment
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(net of security 

deposit)
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other receivables

2018

Rupees
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

2018 


More than

one year

More than three 
months and upto 

one year

 Upto three 

months 

 Contractual

cash flows 

 Carrying

amount



Rupees

 The Group has made provisions keeping in view the time based criteria prescribed under the NBFC 
Regulations. The Group has also made additional provisions of 278.54 million (2017: Rs. 272.60 million) 
using subjective criteria, in view of the prevailing economic conditions. The Group holds provision of 
Rs. 1,444 million (2017: Rs.1,442 million) against these non-performing receivables.

 The credit quality of the Group's bank balances and investment portfolio are assessed with reference 
to external credit ratings which in all cases are above investment grade rating.

 The analysis below summarises the credit rating quality of the Group's bank balances and investment 
in NIT units as at June 30, 2018:

 Bank balances
    
    
    
 AA-   
    
    
 A-  -  
 State bank of Pakistan   
    
 Units of collective investment scheme
 AM2++   

 The Group does not hold any other financial asset which are rated. 

52.3 Liquidity risk      
 

 Liquidity risk is the risk that the Group will encounter difficulty in meeting its financial obligations as these 
fall due. Liquidity risk arises because of the possibility that the Group will be required to pay its liabilities 
earlier than expected or will face difficulty in raising funds to meet commitments associated with financial 
liabilities as they fall due. The Group's approach to managing liquidity is to ensure, as far as possible, 
that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed 
conditions, without incurring unacceptable losses or risking damage to the Group's reputation.  
 

 The table below summarises the Group's financial liabilities into relevant maturity groupings based on 
the remaining period at the reporting date to contractual maturity date. The amounts in the table are the 
contractual undiscounted cash flows.

 Long-term finances      
 Certificates of deposit      
       
 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit      
       
       
       
       
       

For the year ended June 30, 2018
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 

 Long-term finances  11,864,512,348  13,173,410,121  1,916,187,071  3,150,564,130  8,106,658,920  
 Certificates of deposit  6,027,923,708 7,824,141,103 631,373,275 1,926,337,615 5,266,430,213 
       
 Accrued interest / mark-up / profit
     on loans, finances and certificates of deposit  574,751,627  574,751,627  218,343,675  118,946,680  237,461,292  
       
       
       
       
       

53 FAIR VALUE MEASUREMENT      
 

 Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable 
willing parties in an arm's length transaction. Consequently, differences can arise between the carrying 
value and the fair value estimates.

 Underlying the definition of fair value is the presumption that the Group is a going concern without any 
intention or requirement to curtail materially the scale of its operations or to undertake a transaction on 
adverse terms.       
 

 As at June 30, 2018 the Group  has financial assets classified as "at fair value through profit or loss" 
and "available-for-sale" which are carried at fair values. The investments in associates are accounted 
for using the equity method. The fair value of net investments in finance lease, long-term loans and 
finances and other receivables, long-term certificates of deposit and other payables are approximately 
equal to their carrying values. The provision for impairment of finance lease and long-term loans and 
finances and other receivables has been calculated in accordance with the Group’s provisioning policy 
and the requirements of the NBFC Regulations, 2008.

 In the opinion of the management, the fair value of the remaining assets and liabilities are not considered 
to be significantly different from their carrying values since these are short-term in nature or are periodically 
repriced. 

 Fair value hierarchy      
 

 International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to 
classify assets using a fair value hierarchy that reflects the significance of inputs used in making the 
measurements. The fair value hierarchy has the following levels:    
    

 - Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities;  
     

 - Level 2:  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); and  
     

 - Level 3:  inputs for the assets or liabilities that are not based on observable market data (i.e. 
unobservable inputs e.g. estimated future cash flows).    
   

More than

one year

More than three 
months and upto 

one year

 Upto three 

months 

 Contractual

cash flows 

 Carrying

amount

Rupees

2017 (Restated)

For the year ended June 30, 2018
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

 The table below analyses financial instruments carried at fair value, by valuation method. The different 
levels (methods) have been defined as follows:

 RECURRING FAIR VALUE MEASUREMENTS

 Financial assets

 Available-for-sale financial assets
     
     
     
     

 Financial assets at fair value through
     profit or loss
     

 Non-financial assets
     
 Total    

 RECURRING FAIR VALUE MEASUREMENTS

 Financial assets

 Available-for-sale financial assets
     
     
     
     

 Financial assets at fair value through
     profit or loss 
     

 Non-financial assets
     
 Total    

Level 1 Level 2 Level 3  Total

Rupees

2018

Level 1 Level 2 Level 3  Total

Rupees

2017

For the year ended June 30, 2018
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 

 Item Valuation approach and input used

 PIBs The fair value of PIBs and T-Bills are derived using PKRV rates. The PKRV rates 
 T-Bills are announced by the Financial Market Association (FMA) through Reuters. The 

rates announced are simple average of quotes received from 8 different pre-defined 
/ approved dealers / brokers.

 Fixed assets The revaluation by the valuer is carried on the basis of professional assessment
 (leasehold land of present market values.
 and building)

 Unlisted shares Unlisted investment in Al-Hail ORIX Finance PSC are valued by applying the 'Income 
approach' where expected future returns are discounted at applicable rates using 
the discounted cash flow (DCF) model. The model takes into account expected 
future dividend income from Al Hail ORIX Finance PSC discounted at risk rates 
attributable to this investment.

54 CAPITAL RISK MANAGEMENT

 The objective of the Holding Company when managing capital is to safeguard its ability to continue as 
a going concern so that it can continue to provide returns for shareholders and benefits for other 
stakeholders, and to maintain a strong capital base to support the sustained development of its business.

 The Holding Company manages its capital structure by monitoring return on net assets and makes 
adjustments to it in the light of changes in economic conditions. In order to maintain or adjust the capital 
structure, the Holding Company may adjust the amount of dividend paid to its shareholders or issue 
new shares.

 As required under the NBFC Regulations, every Investment finance company involved in deposit taking 
shall maintain a capital adequacy ratio of 8% for the first two years after the amendment coming into 
force and 10% thereafter. The Holding Company has maintained and complied with the minimum equity 
requirement during the current year.

55 EARNINGS PER SHARE - basic and diluted

 Profit for the year after taxation attributable to
    equity shareholders of Holding Company   

 Weighted average number of ordinary shares (Restated)   

 Earnings per share - basic and diluted (Restated)  10.05    9.20 

55.1 Diluted earnings per share has not been presented separately as the Holding Company did not have 
any convertible instruments in issue at June 30, 2018 and June 30, 2017 which would have had any 
effect on the earnings per share had the option to convert been exercised.

 2018 


For the year ended June 30, 2018
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 

 
final

   

financial 
financial


 

 classification 
financialfigures
  reclassified       
reclassifications
disclosed elsewhere in these consolidated financial  statements.   


  lassified f lassified to 
     

    
    
 profit  profit

    

    
    
     

   
 

 financial
     
  

       
  

 financial

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Notes to and Forming Part of The
Consolidated Financial Statements

 











Pattern of Shareholdings



  

     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     

 



  

 














 







 
 



Pattern of Shareholdings



   
   
   
   
   
   
   
   
    
    
   
   

    
    
    
    
    
    
    
   
    
    
    
    
   
   
  
   
   
    
    
    
    
    



   
   
   
   
   
   







 

   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   



 
 



Pattern of Shareholdings


● ffic fi
financial

significant findings, significant deficiencies

significance financial

so would reasonably be expected to outweigh the public interest benefits of such communication.

financial
firm unmodified

aufiq







Parent, Subsidiaries and Associated
Companies Addresses















































 



Geographical Presence






















































































































































































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




















































 













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



 









 


 



    


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