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MISSION STATEMENT

Our mission is to serve the needs of the investor in a manner which also helps 

the national economy and public. We will use our resources on financial solutions 

that best meet our clients’ needs. We will strengthen our position in the markets 

by providing a full range of financial advisory services by capitalising on our 

market knowledge and dedicated efforts of our employees. The Bank will maintain 

strategic and organisational flexibility to meet challenges associated with the 

dynamics of the changing financial landscape.

VISION STATEMENT

The Bank will endeavour to maintain an environment which encourages employee 

 integrity, creativity and personal growth, rewards high performance, ensures 

high level of client satisfaction and maximises the value of shareholders’ 

investments, making it a world class investment bank in Pakistan.
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Notice is hereby given that the Tenth Annual General Meeting of the shareholders of ORIX INVESTMENT BANK PAKISTAN 
LIMITED will be held at 11.00 a.m. on Friday, September 16, 2005 at Overseas Investors Chamber of Commerce Building, 
Talpur Road, Karachi to transact the following business:
 
Ordinary Business

1.	 To receive, consider and adopt the audited financial statements together with the Directors’ and Auditors’ reports for	
the year ended June 30, 2005.

2.	 To approve the payment of cash dividend at the rate of  20% i.e. Rs. 2/- per share and issue of bonus shares at the rate	
of 10% i.e. one share for every ten existing shares held for the year ended June 30, 2005.

3.	 To appoint auditors and fix their remuneration for the year ending June 30, 2006.  The present auditors, Ford Rhodes	
Sidat Hyder & Co., Chartered Accountants, retire and being eligible, offer themselves for re-appointment.

4.	 To elect seven Directors of the Company as fixed by the Board of Directors for a period of three years under Section	
178 of the Companies Ordinance, 1984.

The following are the retiring Directors who being eligible have notified their intention to offer themselves for election:	

1)  Mr. Kunwar Idris	 5)  Mr. Muhammad Rashid Zahir	
2)  Mr. Humayun Murad	 6)  Mr. S. Shahid Usman	
3)  Mr. Fumihiko Sato	 7)  Mr. Naim Farooqui	
4)  Mr. Yuki Ohshima	

Special Business   (Statements Attached)

5.	 To approve the issue of bonus shares in the ratio of one share for every ten shares held (10%) as recommended by the 
Board of Directors.

6.	 To approve the remuneration of Chairman and the Chief Executive.

7.	 To consider any other business with the permission of the Chair.
 
 									

By Order of the Board
 
 

 
Karachi									 Intisar H. Alvi
August 17, 2005							 Company Secretary
 
NOTES:
 

1.	 The Members’ Register will remain closed from September 9, 2005 to September 16, 2005 (both days inclusive). 
Transfers received in order at the office of the Share Registrar of the Company by the close of business on September 
8, 2005 will be treated in time for the entitlement of dividend payment.

2.	 A Member entitled to attend and vote at the General Meeting of Members is entitled to appoint a proxy to attend and 
vote on his/her behalf.  A proxy need not be a Member of the Company.

3.	 The instrument appointing a proxy and the power of attorney or other authority, under which it is signed or a notarially 
certified copy of the power of attorney must be deposited at the office of Share Registrar of the Company, Noble 
Computer Services (Pvt) Ltd., 2nd Floor, Sohni Centre, BS 5 & 6, Main Karimabad, Block-4, Federal B. Area, Karachi 
at least 48 hours before the meeting.  A form of proxy is enclosed.

4.	 Any individual Beneficial Owner of the Central Depository Company, entitled to vote at this meeting must bring his/her 
Computerised National Identity Card with him/her as proof of his/her identity, and in case of proxy, must enclose an 
attested copy of his/her Computerised National Identity Card. Representative of corporate members should bring the 
usual documents required for such purposes.

5.	  Shareholders are requested to notify any change in their addresses immediately.

Notice of the Meeting
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Statement pertaining to Special Business and Related Draft Resolutions
  Under Section 160 (1) (b) of the Companies Ordinance, 1984:

Material facts concerning the special business to be transacted at Annual General Meeting and the proposed resolutions 
related thereto are given below:

ITEM NO. 5 OF AGENDA – Issuance of bonus shares

The Directors are of the view that the Company’s financial position justifies the capitalisation of Rs. 33 million from 
unappropriated profits and reserves of the Company to enable a bonus issue in proportion of one share for every ten shares 
held. It is therefore proposed to pass the following ordinary resolution.

“Resolved that:

A sum of Rs. 33 million be capitalised out of the free reserves of the Company and applied for the issue of 3.3 million 
ordinary shares of Rs. 10/- each and allotted as fully paid up bonus shares to the members of the Company who are registered 
in the books of the Company as at the close of business on September 8, 2005, in the proportion of one share for every 
ten shares held and that such new shares shall rank pari-passu with existing ordinary shares of the Company but shall not 
be eligible for dividend in respect of the year ended June 30, 2005.

Further resolved that in the event of any member holding shares which are not an exact multiple of ten, the Directors be 
and are hereby authorised to consolidate all such fractions of bonus shares and sell them in the market and distribute the 
net proceeds amongst the shareholders in proportion to their respective entitlement.”

ITEM NO. 6 OF AGENDA – Remuneration of the Chairman and the Chief Executive

Shareholders’ approval is required for the holding of office of profit by any of the Directors as well as of their remuneration. 
It is, therefore, proposed to pass the following as an Ordinary Resolution:

“Resolved that:

Approval is hereby given for the holding of office of profit with the Company by the Chairman and Chief Executive, namely,
Mr. Kunwar Idris and Mr. Naim Farooqui and for payment of remuneration amounting in aggregate to Rs. 7.015 million
actual for the year ended June 30, 2005, and Rs. 7.700 million estimated for the year ending June 30, 2006, together with
other benefits in accordance with rules of the Company.”

The Directors are interested to the extent of the remuneration payable to them individually.
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Report of the Directors’ and Chairman’s Review

The Directors are pleased to present the Tenth Annual Report together with the audited accounts of the Bank for the fiscal 
year ended June 30, 2005.

Financial Highlights	
Rupees

Gross Revenue	 476,256,780

Profit for the year after expenses and allowances for potential losses	 176,741,874

Less: Taxation	 10,414,272

Profit after taxation	 166,327,602

Total Assets	 3,316,885,911

Earnings Per Share	 Rs. 5.04

Dividend

The Directors propose a cash dividend of 20% and issue of bonus shares @ 10% i.e. one share for every ten existing shares 
held for the year ended June 30, 2005.

General

The central feature of this report is that while the Bank made full use of a growing economy it has been able to avoid the 
pitfalls of a capricious stock market. A competitive and liberal banking system and improving regulatory framework have 
also contributed to the growth of the Bank’s business and profit.

Company Performance

The Bank has recorded  9% increase in its net profit. It now has diverse sources of revenue from all segments of the capital 
market. Despite stiff competition from commercial banks, we have succeeded in expanding both our fund-based and 
advisory business. The addition of the Equity Brokerage to its services has also borne fruit. 

The pre-tax profit of the Bank has increased to Rs. 177 million from the previous year’s Rs. 163.2 million and the after 
tax profit to Rs. 166.33 million from Rs. 116 million. The gross revenues from loans and investments have increased from
Rs. 224 million to Rs. 350 million.  The borrowing costs went up from Rs. 97.5 million to Rs. 163 million as a sequel to 
increase in investments and also because of rising interest rates. The biggest increase however has been in the non-fund 
based fee income from Rs. 54 million to Rs. 126 million. The administrative expenses increased to Rs. 108 million from 
Rs. 63 million in the previous year as the full year’s cost is accounted for the equity brokerage business.

Future Outlook

The national economic forecast for the year remains optimistic.  The growth is expected to exceed 7%. The Bank’s 
diversification strategy developed over the last few years would enable it to reap the benefits of national economic growth 
and further broaden the scope of its products and services for higher returns to the shareholders.

Compliance with the Code of Corporate Governance

As required under the Code of Corporate Governance, the Board of Directors affirms that:

•	 The Financial Statements present fairly the state of affairs of the Company, the results of its operations, Cash Flow 	
Statement and Statement of Changes in Equity.

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

•	 Accounting policies as stated in the notes to the accounts have been consistently applied in the preparation of financial	
statements, and accounting estimates are based on reasonable and prudent judgment.

•	 International Accounting Standards, as applicable in Pakistan and as stated in the notes attached to the accounts, have	
been followed in the preparation of the financial statements.

•	 The system of internal controls is sound in design and has been effectively implemented and monitored.

•	 The Company is financially sound and is a going concern.

•	 There has been no material departure from the best practices of corporate governance, as detailed in the listing regulations.
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Mr. Kunwar Idris	 5

Mr. Yoshitaka Matsuno	 1

Mr. Benjamin Lee	 -

Mr. Humayun Murad	 5

Mr. Fumihiko Sato 	 4

Mr. Muhammad Rashid Zahir	 3

Mr. S. Shahid Usman	 4

Mr. Naim Farooqui 5

Board Meetings

Five Board meetings were held during 2004-2005. The overseas Directors who were unable to attend the meetings constantly 
followed the progress and proceedings of the Board:

Statement of Investments of Provident Fund
The Bank operates a contributory provident fund scheme covering all regular employees. The investment balances
are as follows:	

30 June 2005	 30 June 2004	
Un audited	 Audited	
(Rupees)	 (Rupees)

Amount of Investments of Provident Fund	 14,049,022	 9,921,992

Directors

Mr. Benjamin Lee, a nominee director for Asian Finance & Investment Corporation had resigned and Mr. Ramesh M. Bhujang 
was appointed in his place. Subsequently Mr. Ramesh M. Bhujang had also resigned.

ORIX Corporation, Japan had nominated Mr. Yuki Ohshima as its Director in place of Mr. Yoshitaka Matsuno who had been 
appointed Chairman of ORIX Credit Corporation.

The Board recognises the contribution and support of the outgoing Directors and welcome the new Director on the Board. 

Staff

The Board wishes to record its appreciation for the ingenuity and efforts of the Management and staff leading to expanded 
business and higher profits. 

Credit Rating

Based on the results for the year ended June 30, 2004 Pakistan Credit Rating Agency (PACRA) has maintained the Company’s 
long-term and short-term entity ratings at ‘A’ (Single A) and ‘A1’ (A One) respectively.

Auditors

The auditors M/s Ford Rhodes Sidat Hyder & Co., Chartered Accountants, retire and being eligible, offer themselves for 
reappointment.

Pattern of Shareholding

The pattern of shareholding as on June 30, 2005 is shown on page 44.								
On Behalf of the Board		

Karachi
August 17, 2005

Summarised Operating and Financial Data for the last six years

Kunwar Idris
Chairman

Meetings AttendedName of Directors

	2005	 2004	 2003	 2002	 2001	 2000

Gross Revenue	 476.26	 326.67	 417.22	 459.02	 322.29	 288.33

Profit Before Tax	 176.75	 163.22	 145.25	 71.99	 41.49	 44.28

Profit After Tax	 166.33	 115.80	 97.02	 51.59	 28.20	 27.87

Total Assets	 3,316.89	 3,055.09	 2,964.43	 1,857.72	 1,601.36	 1,466.18

Earnings Per Share	 Rs. 5.04	 Rs. 3.86	 Rs. 3.93	 Rs. 2.47	 Rs. 1.41	 Rs.   1.39

Year Ended 30 June

Rupees in million
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We have audited the annexed balance sheet of ORIX INVESTMENT BANK PAKISTAN LIMITED as at June 30, 2005 and 
the related profit and loss account, cash flow statement and statement of changes in equity together with the notes forming 
part thereof, for the year then ended 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 our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control, and prepare 
and present the above said statements in conformity with the approved accounting standards and the requirements of the 
Companies Ordinance, 1984. Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of any 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the above said statements. An audit also includes assessing the accounting policies and significant estimates made by the 
management, as well as, evaluating the overall presentation of the above said statements. We believe that our audit provides 
a reasonable basis for our opinion and, after due verification, we report that:

a)	 In our opinion, proper books of account have been kept by the Company as required by the Companies Ordinance,	
1984;

b)	 in our opinion:

I)	 the balance sheet and profit and loss account together with the notes thereon have been drawn up in conformity 
with the Companies Ordinance, 1984, and are in agreement with the books of account and are further in 
accordance with accounting policies consistently applied, except for the change as stated in note 4.1 with 
which we concur;

II)	 the expenditure incurred during the year was for the purpose of the Company's business; and

III)	 the business conducted, investments made and the expenditure incurred during the year were in accordance 
with the objects of the Company;

c)	 in our opinion and to the best of our information and according to the explanations given to us, the balance sheet, 
profit and loss account, cash flow statement and statement of changes in equity together with the notes forming part 
thereof conform with approved accounting standards as applicable in Pakistan, and, give the information required 
by the Companies Ordinance, 1984, in the manner so required and respectively give a true and fair view of the state 
of the Company's affairs as at June 30, 2005 and of the profit, its cash flows and changes in equity for the year then 
ended; and

d)	 in our opinion 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.

Karachi
August 17, 2005

Auditors’ Report to the Members

Ford Rhodes Sidat Hyder & Co.
Chartered Accountants
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The statement is being presented to comply with the provisions of Code of Corporate Governance issued by Securities and 
Exchange Commission of Pakistan (SECP) for the purpose of establishing a framework of good corporate governance with 
best practices for the listed companies. The said Code has also been adopted by SBP and stock exchanges. Board of Directors 
of ORIX Investment Bank Pakistan Limited has adopted and applied the principles contained in the Code of Corporate 
Governance in the following manner:

1.	 The Company encourages representation of independent non-executive directors. At present the Board includes six 
non-executive directors.

2.	 The resident directors have confirmed that none of them is serving as a director in more than ten listed companies, 
including this Company.

3.	 All the resident directors of the Company are registered as taxpayers and none of them has defaulted in payment of 
any loan to a banking company, a DFI or an NBFC, or being a member of a stock exchange, has been declared as 
a defaulter by the stock exchange.

4.	 No casual vacancy occurred during the year on the Board.

5.	 The Company has prepared a 'Statement of Ethics and Business Practices', which has been distributed to and 
acknowledged by all the directors and employees of the Company.

6.	 The Board has developed a mission/vision statement, overall corporate strategy and significant policies of the Company. 
A complete record of particulars of significant policies along with the dates on which they were approved or amended 
has been maintained.

7.	 All the powers of the Board have been duly exercised and decisions on material transactions, including appointment 
and determination of remuneration and terms and conditions of employment of the CEO and other executive directors, 
have been taken by the Board.

8.	 The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected by the 
Board for this purpose and the Board met at least once in every quarter. Written notices of the Board meetings, along 
with agenda and working papers, were circulated at least seven days before the meetings. The minutes of the meetings 
are appropriately recorded and circulated.

9.	 The resident directors have confirmed in the Board's meeting held on August 17, 2005 that they are well acquainted 
as to their duties and responsibilities as required under the CCG. However, information material including a copy 
of the CCG and the Memorandum and Articles of Association of the Company were circulated to the directors to 
apprise them with their duties and responsibilities and enable them to manage the affairs of the Company.

10.	 The Board approves the appointment of CFO, Company Secretary and Head of Internal Audit, including their 
remuneration and terms and conditions of employment, as determined by the CEO.

11.	 The directors' report for this year has been prepared in compliance with the requirements of the Code and fully 
describes the salient matters required to be disclosed.

12.	 The financial statements of the Company were duly endorsed by CEO and CFO before approval of the Board.

Statement of Compliance with the Code of Corporate Governance
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13.	 The directors, CEO and executives do not hold any interest in the shares of the Company other than that disclosed 
in the pattern of shareholding.

14.	 The Company has complied with all the corporate and financial reporting requirements of the Code.

15.	 The Board has formed an audit committee. It comprises three members, of whom two are non-executive directors.

16.	 The meetings of the audit committee were held at least once every quarter prior to approval of interim and final 
results of the Company and as required by the Code. The terms of reference of the committee have been formed 
and advised to the committee for compliance.

17.	 The Board has set-up an internal audit function manned by suitably qualified and experienced personnel who are 
conversant with the policies and procedures of the Company and are involved in the internal audit function on a 
full time basis.

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

19.	 The statutory auditors or the persons associated with them have not been appointed to provide other services except 
in accordance with the listing regulations and the auditors have confirmed that they have observed IFAC guidelines 
in this regard.

20.	 We confirm that all other material principles contained in the Code of Corporate Governance have been       complied 
with.

Karachi
August 17, 2005

For and on behalf of the Board of Directors of
ORIX Investment Bank Pakistan Limited

Naim Farooqui
Chief Executive
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Review Report to the Member on Statement of Compliance with Best Practices of Code of Corporate Governance

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate Governance 

for the year ended June 30, 2005 prepared by the Board of Directors of ORIX Investment Bank Pakistan Limited to comply 

with the Listing Regulation No. 37 of the Karachi Stock Exchange (Guarantee) Limited and Chapter XIII of the Lahore Stock 

Exchange (Guarantee) Limited where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the Company. 

Our responsibility is to review, to the extent where such compliance can be objectively verified, whether the Statement of 

Compliance reflects the status of the Company's compliance with the provisions of the Code of Corporate Governance and 

report if it does not. A review is limited primarily to inquiries of the Company personnel and review of various documents 

prepared by the Company to comply with the Code.

As part of our audit of 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 have not carried out any special review 

of the internal control system to enable us to express an opinion as to whether the Board's statement on internal control 

covers all controls and the effectiveness of such internal controls.

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 best practices contained in the Code 

of Corporate Governance, for the year under review.

Karachi
August 17, 2005 Ford Rhodes Sidat Hyder & Co.

Chartered Accountants
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ASSETS
NON-CURRENT ASSETS	

Fixed assets		
- Operating assets - tangible	 5.1	 16,665,574 	 12,005,852 		
- Intangible assets	 5.3	 -	 472,229 				

16,665,574 	 12,478,081 	
Stock exchange membership card and room	 6	 43,950,000 	 43,950,000 	
Long-term loans and term finances	 7	 428,989,028 	 265,093,515 	
Long-term security deposits	 8	 3,849,760 	 2,735,760 	
Deferred taxation	 9	 48,917,838 	 44,136,560 				

542,372,200 	 368,393,916 
CURRENT ASSETS	

Short-term investments	 10	 1,085,221,835 	 1,133,981,704 	
Advance subscription for Term Finance Certificates		 -	 50,000,000 	
Funds placements with financial institutions	 11	 25,000,000 	 584,736,818 	
Short-term loans and term finances	 12	 699,241,269 	 596,463,933 	
Advances against purchase of fixed assets	 13	 4,199,287 	 795,000 	
Advance, deposits, prepayments and other receivables	 14	 400,308,611 	 114,872,814 	
Advance taxation - net		 17,873,526 	 - 	
Cash and bank balances	 15	 542,669,183 	 194,292,199 				

2,774,513,711 	 2,675,142,468 
TOTAL ASSETS		 3,316,885,911 	 3,043,536,384 

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES	

Authorised capital	
50,000,000 (2004: 50,000,000) ordinary shares of Rs. 10/- each		 500,000,000 	 500,000,000 	

Issued, subscribed and paid-up capital	
30,000,000 (2004: 30,000,000) fully paid ordinary shares of			

Rs. 10/- each issued for cash		 300,000,000 	 300,000,000 	
3,000,000 fully paid ordinary shares of Rs. 10/- each			

issued as bonus shares		 30,000,000 	 -       				
16.1	 330,000,000 	 300,000,000 

Capital reserve	
Statutory reserve	 16.2	 105,509,036 	 72,243,516 

Revenue reserve	
Securities price fluctuation reserve	 16.3	 15,000,000 	 -       	
Unappropriated profit		 200,977,122 	 142,915,040 						

651,486,158 	 515,158,556 						

DEFICIT ON REVALUATION OF SECURITIES - net	 17	 (19,997,791)	 (12,972,931)

NON-CURRENT LIABILITIES	
Long-term certificates of deposit	 18	 58,235,716 	 51,200,716 	
Long-term loans	 19	 583,333,330 	 300,000,000 					

641,569,046 	 351,200,716 
CURRENT LIABILITIES			

Current maturity of long-term loans	 19	 266,666,669 	 85,844,088 	
Short-term certificates of deposit	 20	 1,217,195,999 	 694,512,571 	
Short-term borrowings	 21	 500,000,000 	 1,354,500,000 	
Short-term security deposits		 5,525,000 	 4,025,000 	
Accrued expenses and other liabilities	 22	 54,440,830 	 17,817,360 	
Provision for taxation - net		 -	 33,451,024  					

2,043,828,498 	 2,190,150,043 
CONTINGENCIES AND COMMITMENTS	 23			

TOTAL EQUITY AND LIABILITIES		 3,316,885,911 	 3,043,536,384 
The annexed notes form an integral part of these financial statements.

Note
2005

Rupees
2004

Rupees
(Restated)

Balance Sheet as at June 30, 2005

Naim Farooqui
Chief Executive

Kunwar Idris
Chairman
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INCOME	

Income from term finance and funds placements	 24	 147,598,607 	 111,033,296 	
Income from investments	 25	 201,679,950 	 162,018,242 	
Fee, commission and brokerage	 26	 126,690,067 	 53,965,609 			

Other income	 27	 288,156 	 (347,604)							
476,256,780 	

326,669,543 	

EXPENDITURE	

Financial charges	 28	 163,456,775 	 97,502,002 	
Administrative and operating expenses	 29	 108,497,956 	 62,566,614 				

271,954,731 	 160,068,616 

Profit before provision and taxation		 204,302,049 	 166,600,927 

Provision for losses on loans and term finances	 7.4 & 12.5	 27,560,175 	 3,384,600 	

Profit before taxation		 176,741,874 	 163,216,327 	

Provision for taxation - current		 18,000,000 	 45,000,000 	
Provision for taxation - prior		 -	 3,472,944 	
Provision for taxation - deferred		 (7,585,728)	 (1,059,034)				

30 	 10,414,272 	 47,413,910 

Profit after taxation		 166,327,602 	 115,802,417 

Basic earnings per share	 31	 5.04 	 3.51 	

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

Note
2005

Rupees
2004

Rupees

Profit and Loss Account for the year ended June 30, 2005

Naim Farooqui
Chief Executive

Kunwar Idris
Chairman
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CASH FLOWS FROM OPERATING ACTIVITIES	

Profit for the year before taxation		 176,741,874 	 163,216,327 		

Adjustments for non cash and other items					

Depreciation on tangible fixed assets	 5.1	 4,040,389 	 3,419,776 	
Provision for losses on loans and term finances	 7.4 & 12.5	 27,560,175 	 3,384,600 			

Amortisation of intangible fixed assets	 5.3	 472,229 	 1,416,660 	
(Gain) / loss on sale of fixed assets	 5.4	 (249,237)	 397,433 				

31,823,556 	 8,618,469 

Long-term security deposits		 (1,114,000)	 (567,000)

Cash flows from operating activities before working capital changes		 207,451,430 	 171,267,796 

Effect on cash flows due to working capital changes	 32	 (21,991,574)	 59,104,691 

Cash generated from operations		 185,459,856 	 230,372,487 

Income tax paid		 (69,324,550)	 (49,672,075)

Net cash generated from operating activities		 116,135,306 	 180,700,412 

CASH FLOWS FROM INVESTING ACTIVITIES	

Capital expenditure		 (12,861,828)	 (6,176,391)	
Paid for Karachi Stock Exchange - membership card and room		 -	 (43,950,000)	
Long-term loans and term finances		 (197,152,265)	 48,207,384 	
Sale proceeds from disposal of tangible fixed assets		 1,006,667 	 492,024 	

Net cash outflow from investing activities		 (209,007,426)	 (1,426,983)	

CASH FLOWS FROM FINANCING ACTIVITIES						

Certificates of deposits - net		 7,035,000 	 (97,950,000)	
Long-term loans		 464,155,911 	 81,061,295 	
Dividend paid		 (29,941,807)	 (59,549,145)	

Net cash inflow/(outflow) from financing activities		 441,249,104 	 (76,437,850)

Net increase in cash and cash equivalents		 348,376,984 	 102,835,579 

Cash and cash equivalents at the beginning of the year		 194,292,199 	 91,456,620 

Cash and cash equivalents at the end of the year		 542,669,183 	 194,292,199 

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

Note
2005

Rupees
2004

Rupees

Naim Farooqui
Chief Executive

Kunwar Idris
Chairman

Cash Flow Statement for the year ended June 30, 2005
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Statement of Changes in Equity for the year ended June 30, 2005

Naim Farooqui
Chief Executive

Kunwar Idris
Chairman

			                                            	                       Capital Reserves 		                                       Revenue Reserves 				

Issued, 			 Securities 				
subscribed 		 Reserve for 	 price 				
and paid-up 	 Statutory 	 issue of 	 fluctuation 	 Unappropriated 	 Total 			

Note	 capital 	 reserve 	 bonus shares 	 reserve 	 profit 	 reserves 	 Total 		
                                		                          	                                                             Rupees 	

Balance as at July 1, 2003 -		
as previously reported		 300,000,000 	 48,871,226 	 - 	 - 	 50,484,913 	 99,356,139	 399,356,139 		

Effect of change in accounting policy		
Appropriations declared subsequent		
to the year end - added back	 4.1					

- Dividend		 -	 -	 -	 -	 60,000,000 	 60,000,000 	 60,000,000 
 	  	  	  	  	  	  	

Balance as at July 1, 2003 - restated		 300,000,000 	 48,871,226 	 - 	 - 	 110,484,913 	 159,356,139 	 459,356,139 			

Appropriations: 				

- Proposed dividend		 - 	 - 	 - 	 - 	 (60,000,000)	 (60,000,000)	 (60,000,000)		

Net profit for the year		 - 	 - 	 - 	 - 	 115,802,417 	 115,802,417 	 115,802,417 			

Transferred during the year		 - 	 23,372,290 	 - 	 - 	 (23,372,290)	 - 	 - 		

Balance as at June 30, 2004 - restated		 300,000,000 	 72,243,516 	 - 	 - 	 142,915,040 	 215,158,556 	 515,158,556 
 	  	  	  	  	  	  	

Balance as at July 1, 2004 - 	
as previously reported		 300,000,000 	 72,243,516 	 30,000,000 	 15,000,000 	 67,915,040 	 185,158,556 	 485,158,556 		

Effect of change in accounting policy		
Appropriations declared / transferred		
subsequent to the year end		
- added back	 4.1		
- Transfer to securities		
     price fluctuation reserve		 -	 -	 -	 (15,000,000)	 15,000,000 	 -	 -		
- Proposed dividend		 - 	 - 	 - 	 - 	 30,000,000 	 30,000,000 	 30,000,000 		
- Issue of bonus shares		 - 	 - 	 (30,000,000)	 - 	 30,000,000 	 - 	 - 

 	  	  	  	  	  	  	  	  	
Balance as at July 1, 2004 - restated		 300,000,000 	 72,243,516 	 - 	 - 	 142,915,040 	 215,158,556 	 515,158,556 		

Appropriations:		

- Transfer to securities		
     price fluctuation reserve		 -	 -	 -	 15,000,000 	 (15,000,000)	 -	 -		
- Proposed dividend		 -	 -	 -	 -	 (30,000,000)	 (30,000,000)	 (30,000,000)		
- Issue of bonus shares		 -	 - 	 30,000,000	 -	 (30,000,000)	 - 	 - 		

Transferred during the year		 30,000,000 	 33,265,520 	 (30,000,000)	 - 	 (33,265,520) 	 (30,000,000)	 - 			

Net profit for the year		 - 	 - 	 - 	 - 	 166,327,602 	 166,327,602 	 166,327,602 
 	  	  	  	  	  	  	  	  	  	  	

Balance as at June 30, 2005		 330,000,000 	 105,509,036 	 - 	 15,000,000	 200,977,122 	 321,486,158 	 651,486,158 
 	  	  	  	  	  	  	  	  	  	  	

The annexed notes form an integral part of these financial statements.
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Notes to the Financial Statements for the year ended June 30, 2005

1.	 LEGAL STATUS AND OPERATIONS	

1.1	 ORIX Investment Bank Pakistan Limited (the company) was incorporated as a public limited company in Pakistan 
under the name of ORIX Investment Finance Company Pakistan Limited. Subsequently, the name of the company 
was changed to ORIX Investment Bank Pakistan Limited. The registered office of the company is situated at Overseas 
Investors Chamber of Commerce Building, Talpur Road, Karachi, Pakistan. 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 Regulations) Rules, 2003 issued by the Securities and Exchange Commission of Pakistan (SECP) 
[previously described under SRO 585 (1)/87 dated July 13, 1987 issued by the Ministry of Finance, Government 
of Pakistan]. The company is listed on the Karachi and Lahore Stock Exchanges.		

1.2	 The company is a corporate member of the Karachi Stock Exchange (Guarantee) Limited and is engaged in equity 
brokerage services since April 15, 2004.

2.	 STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as applicable in 
Pakistan and the requirements of the Companies Ordinance, 1984 and the applicable regulations and directives of 
SECP and the State Bank of Pakistan (SBP). Approved accounting standards comprise of such International Accounting 
Standards (IASs) as notified under the provisions of the Companies Ordinance, 1984. Wherever, the requirements of 
the Companies Ordinance, 1984, or regulations / directives issued by the SECP and the SBP differ with the requirements 
of these standards, the requirements of the Companies Ordinance, 1984 or the requirements of the said directives take 
precedence.

3.	 BASIS OF MEASUREMENT	

These financial statements have been prepared under the historical cost convention, except for held for trading and 
available-for-sale investments and derivative financial instruments which are stated at fair value.

4.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES	

4.1	 Change in accounting policy			

During the year, the SECP substituted the Fourth Schedule to the Companies Ordinance, 1984 vide SRO 589(1)/2004 
dated July 5, 2004, which is effective from the financial year ending on or after July 5, 2004. This has resulted in 
a change in the accounting policy pertaining to the recognition of dividends and other appropriations (except for 
appropriation of statutory reserve) declared subsequent to the year end. Dividends and other appropriations to 
revenue reserves are now recognised in the period in which these are made. Up until the previous year, dividends 
declared and appropriations made after the balance sheet date but before the financial statements were authorised 
for issue, were recognised as of the balance sheet date.			

The change in accounting policy has been accounted for retrospectively and comparative information has been 
restated in accordance with the benchmark treatment specified in International Accounting Standard (IAS) 8 "Net 
Profit or Loss for the Period, Fundamental Errors and Changes in Accounting Policies". 			

Had there been no change in the accounting policy, the effect on the financial statements would be as follows:					

2005	 2004					
Rupees	 Rupees			

Decrease in unappropriated profit		 (124,000,000)	 (75,000,000)			
Increase in reserve for issue of bonus shares		 33,000,000 	 30,000,000 			
Increase in securities price fluctuation reserve		 25,000,000 	 15,000,000  			

Decrease in share capital and reserves		 (66,000,000)	 (30,000,000)
 	  			

Increase in proposed dividend		 66,000,000 	 30,000,000 
 	  			

The effect of change in accounting policy has been reflected in the comparative balance sheet and the statement 
of changes in equity. The change in accounting policy has not resulted in any change in the net profit for the current
year.
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4.2		 Fixed assets 				

Tangible

These are stated at cost less accumulated depreciation and impairment losses, if any. Depreciation is charged to 
income applying the straight-line method whereby the cost of an asset is written-off over its estimated useful life at 
the rates specified in note 5.1 to the financial statements. In respect of additions and deletions of assets during the 
year, depreciation is charged from the month of acquisition and upto the month preceding the deletion respectively.

The carrying amounts are reviewed at each balance sheet date to assess whether they are recorded in excess of their 
recoverable amounts, and where carrying value exceeds estimated recoverable amount, assets are written down to 
their estimated recoverable amount.

Maintenance and normal repairs are charged to income as and when incurred.

Gains and losses on disposal of fixed assets, if any, are taken to income currently.

Intangible 

These are stated at cost less accumulated amortisation and impairment losses, if any. These assets are amortised over 
a period of 36 months from the month of acquisition.

The carrying amounts are reviewed at each balance sheet date to assess whether they are recorded in excess of their 
recoverable amounts, and where carrying value exceeds estimated recoverable amount, assets are written down to 
their estimated recoverable amount.

4.3		 Stock exchange membership card and room

These are stated at cost less impairment, if any. The carrying amounts are reviewed at each balance sheet date to 
assess whether they are recorded in excess of their recoverable amounts, and where carrying value exceeds estimated 
recoverable amount, these are written down to their estimated recoverable amount.

4.4		 Term finances / credit facilities

Term finances originated by the company are stated net of provision for losses on such assets. The provision is 
determined on the basis of Prudential Regulations issued by SECP and management’s evaluation of the specific 
losses that can be reasonably anticipated. The provision is credited by charge to profit and loss account. Bad debts, 
if any, are written off against the provision.

4.5	 Investments

The management of the company determines the appropriate classification of its investments at the time of purchase 
and classifies its investments as held for trading, held-to-maturity and available-for-sale.			

Held for trading

Investments which are acquired principally for the purpose of generating a profit from short-term fluctuations in 
price or dealer’s margin are classified as held for trading.			

Held-to-maturity

Investments with fixed or determinable payments and fixed maturity where management has both the positive 
intent and ability to hold to maturity are classified as held-to-maturity.			

Available-for-sale

Investments which are intended to be held for an indefinite period of time but may be sold in response to the need 
for liquidity or changes in interest rates are classified as available-for-sale.

All investments are initially recognised at cost, being the fair value of the consideration given including acquisition 
charges associated with the investment.
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Subsequent to initial recognition, investments in quoted securities are marked to market, in accordance with the 
guidelines contained in the State Bank of Pakistan's BSD Circular No. 20 dated August 4, 2000, using rates quoted 
on Reuters and stock exchange quotations. Any difference between the carrying amount (representing cost adjusted 
for amortisation of premium or discount, if any) and market value is taken to surplus / (deficit) on revaluation of 
securities account and shown separately in the balance sheet below shareholders' equity. At the time of disposal the 
respective surplus or deficit is transferred to income currently.

For investments in government securities, fair value is determined by reference to quotations obtained from Reuters. 
In respect of investments in quoted marketable securities, fair value is determined by reference to stock exchange 
quoted market prices at the close of business on the balance sheet date.

Unquoted investments are carried at cost in accordance with the above mentioned circular. Provision for impairment 
in value, if any, is taken to income currently.

Premiums and discounts on held-to-maturity and available-for-sale investments are amortised using the effective 
interest rate method and taken to income from investments.

4.6		 Derivatives

Derivative instruments held by the company generally comprise of future and forward contracts in the capital and 
money markets. These are stated at fair value at the balance sheet date. The fair value of the derivative is equivalent 
to the unrealised gain or loss from marking to market the derivative using prevailing market rates. Derivatives with 
positive market values (unrealised gains) are included in other assets and derivatives with negative market values 
(unrealised losses) are included in other liabilities in the balance sheet. The resultant gains and losses are included 
in the surplus / (deficit) on revaluation of securities in accordance with BSD Circular No. 20 dated August 4, 2000 
issued by the SBP until the derivatives are settled.

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

4.7		 Securities under repurchase / reverse repurchase agreements

Investments sold with a simultaneous commitment to repurchase at a specified future date (Repo) continue to be 
recognised in the balance sheet and are measured in accordance with the accounting policies for investments. 
Amounts received under these agreements are recorded as repurchase agreement borrowings. The difference between 
sale and repurchase price is accrued as mark-up / interest expense on borrowings over the life of the repo agreement. 
Investments purchased with a corresponding commitment to resell at a specified future date (Reverse repo) are not 
recognised in the balance sheet. Amounts paid under these obligations are included in funds placements with financial 
institutions. The difference between purchase and resale price is accrued as return from funds placements with 
financial institutions over the life of the reverse repo agreement.

4.8		 Financial instruments

All the financial assets and financial liabilities are recognised at the time when the company becomes a party to the 
contractual provisions of the instrument. Financial assets are derecognised when the company loses control of the 
contractual rights that comprise the financial assets. Financial liabilities are derecognised when they are extinguished, 
that is, when the obligation specified in the contract is discharged, cancelled or expires. Any gain or loss on 
derecognition of the financial assets and financial liabilities is taken to income currently (for regular way purchases 
and sales of financial instruments refer to note 4.10).

4.9		 Offsetting of financial assets and financial liabilities

A financial asset and a financial liability is only offset and the net amount is reported in the balance sheet when there 
is a legal enforceable right to set off the recognised amount and the company intends either to settle on a net basis 
or to realise the asset and settle the liability simultaneously. Income and expenses arising from such assets and 
liabilities are also accordingly offset.

4.10	Settlement date accounting

All “regular way” purchases and sales of financial assets are recognised on the settlement date, i.e. the date on which 
the asset is delivered to or by the company. Regular way purchases or sales of financial assets are those, the contract 
for which requires delivery of assets within the time frame generally established by regulation or convention in the
market.
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4.11	Foreign currency transactions

Foreign currency transactions during the year are recorded at the exchange rates approximating those ruling on the 
date of the transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of exchange 
which approximate those prevailing on the balance sheet date. Gains and losses on translation are taken to income 
currently.

4.12	Certificates of deposit

Return on certificates of deposit (CODs) issued by the company is recognised on a time proportionate basis taking 
into account the relevant CODs issue date and final maturity date.

4.13	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 of the obligation can be made.

4.14	Taxation		

Current

The charge for current taxation is based on taxable income at the current rates of taxation after taking into account 
applicable tax credits, rebates and exemptions available, if any, or on 0.5% of the turnover whichever is higher.		

Deferred

Deferred tax is calculated using the liability method on all temporary differences at the balance sheet date, between 
the tax base of the assets and liabilities and their carrying amounts for financial reporting purposes. 

Deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised for 
all deductible temporary differences and unused tax losses to the extent that it is probable that the deductible 
temporary differences will reverse in the future and sufficient taxable income will be available against which the 
deductible temporary differences and unused tax losses can be utilised. 

The carrying amount of all deferred tax assets is reviewed at each balance sheet date and reduced to the extent that 
it is no longer probable that sufficient taxable profits will be available to allow all or part of the deferred tax assets 
to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the 
asset is realised or the liability is settled, based on the tax rates (and tax laws) that have been enacted or subsequently 
enacted at the balance sheet date.

Deferred tax asset / liability on surplus / deficit on revaluation of securities is charged or credited directly to the same 
account.

4.15	Revenue recognition

(a)	 Income on term finances and funds placements is recognised on a time proportion basis taking into account 
the principal / net investment outstanding and applicable rates of profit thereon except in case of loans classified 
under the Prudential Regulations on which income is recognised on receipt basis.	

Interest / mark-up on rescheduled / restructured advances and investments is recognised in accordance with 
the Prudential Regulations of SECP.

(b)	 Profit on musharika transactions is recognised on completion of each trading contract. 

(c)	 Income from reverse repurchase transactions is recognised on a time proportion basis.
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(d)	 Return on government securities and term finance certificates is recognised on an accrual basis. 

(e)	 Income on commercial papers is recognised on a time proportion basis over the life of the instruments.

(f)	 Dividend income on equity investments is recognised, when the right to receive the same is established. 

(g)	 Capital gains or losses on sale of investments are recognised in the period in which they arise.

(h)	 Income from fees, commission and brokerage is recognised when due, in accordance with the agreed terms.

4.16	Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents consist of cash in hand, cheques in hand, 
bank balances and balance with SBP, net of bank overdrafts repayable on demand, if any.

4.17	Staff retirement benefits

The company operates an approved contributory provident fund scheme covering all permanent employees. Equal 
monthly contributions are made to the fund by the company and employees in accordance with fund rules.

4.18	Transactions with related parties / associated undertakings

Transactions between the company and its related parties / associated undertakings are carried out on
an arm’s length basis. These prices are determined in accordance with the methods prescribed in the
Companies Ordinance, 1984.

4.19	Fiduciary assets

Assets held in trust or in a fiduciary capacity are not treated as assets of the company and accordingly are not included 
in these financial statements.

5.  Fixed Assets

5.1	 Operating assets - tangible		

           	 C O S T			 D E P R E C I A T I O N		 BOOK VALUE					
Accumulated	 Charge for	 Accumulated 		 Rate		

As at	 Additions /	 As at	 at 	 the year /	 at 	 As at	 per		
July 1,	 (deletions)	 June 30,	 July 1,	 (deleted on	 June 30,	 June 30,	 annum	

Note	 2 0 0 4	 Note 5.4	 2 0 0 5	 2 0 0 4	 disposal)	 2 0 0 5	 2 0 0 5	 (%)					
Rupees	

Office improvements		 7,724,091 	 260,100 	 7,984,191 	 5,964,416 	 322,069 	 6,286,485 	 1,697,706 	 15	
Furniture and Fixtures		 3,929,238 	 240,150 	 4,169,388 	 2,447,238 	 279,794 	 2,727,032 	 1,442,356 	 15-20	
Office equipment	 5.2	 6,073,884 	 680,487 	 6,690,971 	 2,998,604 	 704,379 	 3,697,305 	 2,993,666 	 15				

(63,400)			 (5,678)	
Computer equipment		 5,525,684 	 1,576,379 	 7,102,063 	 3,489,089 	 913,718 	 4,402,807 	 2,699,256 	 33	
Motor vehicles		 8,692,140 	 6,700,425 	 14,193,065 	 5,039,838 	 1,820,429 	 6,360,475 	 7,832,590 	 20				

(1,199,500)			 (499,792)
 	  	  	  	  	  	  	  	  	  	  			

31,945,037 	 9,457,541 	 40,139,678 	 19,939,185 	 4,040,389 	 23,474,104  	 16,665,574 				
(1,262,900)			 (505,470)

 	  	  	  	  	  	  	  	  	  	  
                        2004		 27,210,712 	 6,176,391 	 31,945,037 	 17,072,018 	 3,419,776 	 19,939,185  	 12,005,852 				

(1,442,066)			 (552,609)
   

     	            
5.2	 Includes assets having book value of Rs. 1,026,042 (2004: Rs. 777,265) which are in the possession and use of the 

employees of the company in accordance with the employment terms of the company. 	  
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5.3	Intangible assets				
C O S T		                                   A M O R T I S A T I O N		 BOOK VALUE						

Accumulated		 Accumulated 		 Rate				
As at		 As at	 at 		 at	 As at	 per			
July 1,	 Additions /	 June 30,	 July 1,	 Charge for	 June 30,	 June 30,	 annum			
2 0 0 4	 (deletions)	 2 0 0 5	 2 0 0 4	 the year 	 2 0 0 5	 2 0 0 5	 (%)					

Rupees	
       Money market	

            brokerage licences	 4,947,866 	 - 	 4,947,866 	 4,475,637 	 472,229 	 4,947,866 	 - 	 33.33
 	  	  	  	  	  	  
                        2004		 4,947,866 	 - 	 4,947,866 	 3,058,977 	 1,416,660 	 4,475,637 	 472,229 
 	  	  	

5.4	Disposal of fixed assets 	  	 Particulars 	  				
Accumulated 	 Book 	 Sale 		 Mode of 	 of buyers / 			

Cost 	 depreciation 	 value 	 proceeds 	 Gain / (loss) 	 disposal 	 insurer						
Rupees	

        Motor vehicles 		 1,199,500 	 499,792 	 699,708 	 960,000 	 260,292 	 Insurance	 EFU 								
claim 	 General Insurance	

 	         Book value not								 Limited	
        exceeding Rs. 50,000	
        each	

       Office equipment		 63,400 	 5,678 	 57,722 	 46,667 	 (11,055)	 Written-off / 	 Employees 								
sold as per 								
company 								

policy 
 	  	  	  	  			

1,262,900 	 505,470 	 757,430 	 1,006,667 	 249,237 
 	  	  	  	  
                         2004		 1,442,066 	 552,609 	 889,457 	 492,024 (397,433)
 	        

Note
2005

Rupees
2004

Rupees
6.	 STOCK EXCHANGE MEMBERSHIP CARD AND ROOM	

Membership card – Karachi Stock Exchange		 34,750,000 	 34,750,000  	
Room – Karachi Stock Exchange		 9,200,000 	 9,200,000  				

1.2	 43,950,000 	 43,950,000  
 	  

7.	 LONG-TERM LOANS AND TERM FINANCES – secured	

Considered good		
Due from:			

- Chief Executive	 7.1	 3,487,874 	 4,354, 824  				
- Executives *	 7.2	 16,319,108 	 15,773,872  			
- Other employees *		 1,494,263 	 1,593,502  					

21,301,245 	 21,722,198  		
Less: Current portion	 12	 3,973,931 	 2,875,904  					

17,327,314 	 18,846,294  	

Long-term finances	  	  	  	
 	  
 	  	  			

Considered good	  	 804,683,872 	 488,999,414  			
Considered doubtful	  	 69,072,319 	 55,462,829  

 	  	  				
7.3	  873,756,191 	 544,462,243  	

Less: Current portion	 12	 413,515,162 	 277,336,548  
 	  	  	  		 460,241,029 	 267,125,695  
 	  	  	

Less: Provision for losses on long-term loans and term finances	 7.4	 48,579,315 	 20,878,474  					
411,661,714 	 246,247,221  					
428,989,028 	 265,093,515  

 	  

*	 Prior year figures have been restated due to change in definition of an executive in the revised Fourth Schedule to	
the Companies Ordinance, 1984.




