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Mission and Vision
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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 clientsÕ 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
m a i n t a i n  s t r a t e g i c  a n d
organisational flexibility to meet
challenges associated with the
dynamics of the changing financial
landscape.

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 shareholdersÕ investments, making

it a world class investment bank in Pakistan.

ORIX Investment Bank Pakistan Limited



Notice is hereby given that the Twelfth Annual General Meeting of the shareholders of ORIX INVESTMENT BANK
PAKISTAN LIMITED will be held at 6:00 p.m. on Saturday, October 27, 2007 at Overseas Investors Chamber of Commerce
Building, Talpur Road, Karachi to transact the following business:

Ê
Ordinary Business

1. To receive, consider and adopt the audited financial statements together with the DirectorsÕ and AuditorsÕ reports for
the year ended June 30, 2007.

Ê
2. To appoint auditors and fix their remuneration for the year ending June 30, 2008. The Company has received a notice

under Section 253 (1) of the Companies Ordinance, 1984 from its main Sponsors, ORIX Corporation, Japan proposing
the name of Messers KPMG Taseer Hadi & Co., Chartered Accountants for appointment as statutory auditors of the
Company for the year ending June 30, 2008 in place of Messers Ford Rhodes Sidat Hyder & Co., Chartered Accountants
the retiring auditors of the Company. The Board has recommended the appointment of KPMG Taseer Hadi & Co., Chartered
Accountants.

Ê
Special Business

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

4. To consider any other business with the permission of the Chair.
Ê

By Order of the Board

Karachi Intisar H. Alvi
September 24, 2007 Company Secretary
Ê

NOTES:
Ê
1. The MembersÕ Register will remain closed from October 19, 2007 to October 27, 2007 (both days inclusive). Transfers

received in order at the office of the Share Registrar of the Company by the close of business on October 18, 2007 will
be treated in time.

Ê
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.
Ê
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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 resolution related
thereto are given below:

ITEM NO. 3 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. 9.240 million actual
for the year ended June 30,2007 (2006: Rs. 7.682 million) 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.

ORIX Investment Bank Pakistan Limited
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DirectorsÕ Report and ChairmanÕs Review

The Directors feel sorry to inform the shareholders of grievous setback to the working of their Bank in the fiscal year ended
June 30, 2007. It was caused in transacting share business with some clients representing a single party. The huge and adverse
impact of the transaction on the income of the Bank, the actions taken to minimize it and the measures in hand to restore
the prestige and profit of the Bank will be briefly explained in this report.

Financial Highlights Rupees

Gross Revenue 670,882,418
Loss for the year after expenses and allowances for potential losses (340,341,628)
Less: Taxation (28,370,708)
Loss after Taxation (311,970,920)
Total Assets 5,351,915,490
Loss per Share (8.59)

Dividend
Nil

Review of Operations

The purchase of shares spread over three months (Oct-Dec) by the brokerage arm of the Bank on behalf of certain clients
went terribly wrong causing huge loss. The shares transacted eventually had to be treated as BankÕs proprietary investment
when long and strenuous efforts to settle the issue with the concerned party produced no result. The managementÕs
preoccupation with this complex affair inevitably impaired the bankÕs performance in the other areas of operation as well.

Consequently, the total income of the Bank which stood at Rs. 709.5 million in 2006 fell to Rs. 670.9 million in 2007. The
earnings from investments and fee, commission and brokerage decreased by Rs. 56.5 million and Rs. 59.6 million respectively
compared with last year. The financing cost has increased by Rs. 149.2 million which includes the financing cost of shares
in dispute with the clients and transferred to the proprietary books of the Bank. Operating expenses have increased to
Rs. 183.2 m from Rs. 141.1 m.Ê As a matter of prudence, an amount of Rs. 255.0 m has been written off being the difference
between the purchase and market value of the shares as of the balance sheet date. The overall loss for the year comes to
Rs. 312 m hence no dividend for the year is being proposed.

Though a solution for this unfortunate share-tangle is continuously being explored, it seems this investment shall have to
be carried on the books of the Bank for  some time.

The corrective measures initiated include replacement of the dealing staff with professionals of proven record and integrity.
The BankÕs risk management system has also been reinforced. Further, action will be taken as and when necessary arising
from ongoing internal review.

The 200% rights issue approved in the Board of Directors meeting held on July 10, 2007 is expected to be completely
subscribed which would raise the equity capital of the Bank above the last yearÕs level. The issue has been fully underwritten.

Future outlook

In the background of the losses incurred and setback in  business suffered by the Bank and the impending political uncertainty,
the prospects of  business generally in the country also look uncertain. The management strengthened by new talent and
capital is bracing itself to carve out a new and wider place for the Bank in the development finance and capital markets.

Compliance with the Code of Corporate Governance

As required under the Code of Corporate Governance, the Directors affirm 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.

ORIX Investment Bank Pakistan Limited



DirectorsÕ Report and ChairmanÕs Review
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¥ Proper books of accounts 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 with the
exception of the matters referred in note 32 to the financial statements of the current year.

¥ 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.

¥ No trading in shares of the Company were carried out by the Directors, Chief Executive, Chief Financial Officer/Company
Secretary and their spouses and minor children during the year.

¥ During the year four meetings of the Board of Directors were held. The Directors, who were unable to attend the
meetings nevertheless closely followed the progress of the Bank and helped with their advice.

Name of Directors Meetings Attended

Mr. Kunwar Idris 4
Mr. Yuki Oshima -
Mr. Humayun Murad 4
Mr. Fumihiko Sato 3
Mr. Muhammad Rashid Zahir 2
Mr. S. Shahid Usman 3
Mr. Naim Farooqui 4

¥ Leave of absence was approved by the Board in all the cases where a Director could not attend a Board Meeting during
the year.

¥ Key operating and financial data for last six years is summarized below:
      Rupees in million

2007 2006 2005 2004 2003 2002

Gross Revenue 670.88 709.51 476.26 326.67 417.22 459.02
Profit before Tax (340.34) 216.72 176.74 163.22 145.25 71.99
Profit after Tax (311.97) 202.63 166.33 115.80 97.02 51.59
Total Assets 5,351.91 5,062.31 3,316.89 3,043.54 2,964.43 1,857.72
Earnings per Share (8.59) 5.58 5.04 3.86 3.23 2.58

¥ The value of investments of recognized Provident Fund and recognized Staff Gratuity Fund are as follows:

        June 30, 2007           June 30, 2006
   Un-audited (Rupees)        Audited (Rupees)

Amount of Investments of Provident Fund 37,523,725      26,349,006
Amount of Investments of Staff Gratuity Fund  19,328,128 -

ORIX Investment Bank Pakistan Limited
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DirectorsÕ Report and ChairmanÕs Review

Directors

There was no change in the Board of Directors during the year.

Acknowledgement

The Directors wish to put on record their appreciation of the chief sponsoring shareholders, ORIX Corporation Japan and
ORIX Leasing Pakistan Ltd., for their commitment to the Bank and to Pakistan by extending full support to the rights issue
and their willingness to increase their shareholding in the Bank in the wake of the crisis.

Credit Rating

Considering the expected loss in share transactions the BankÕs Credit Rating Agency, PACRA, has  revised its long-term rating
from A+ to A- and short-term rating to A2 from A1.

Auditors

In terms of the Code of Corporate Governance requirement to change the Auditors after 5 years and Ford Rhodes Sidat Hyder
& Company having completed this period, it is proposed to appoint KPMG Taseer Hadi & Co. as the companyÕs new Auditors
for the year ending June 30, 2008.

Pattern of Shareholding

The pattern of shareholding as on June 30, 2007, is shown on page 52.

On Behalf of the Board

Karachi Kunwar Idris
September 24, 2007 Chairman

ORIX Investment Bank Pakistan Limited
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We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate
Governance for the year ended June 30, 2007 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 CompanyÕs 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 BoardÕs statement on internal control coves 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 CompanyÕs compliance, in all material respects, with the
best practices contained in the Code of Corporate Governance for the year ended June 30, 2007.

Karachi
September 24, 2007 Chartered Accountants

ERNST & YOUNG Ford Rhodes Sidat Hyder & Co.
Chartered Accountants
Progressive Plaza, Beaumont Road
P.O. Box 15541
Karachi 75530, Pakistan

Phone: (92-21) 565 0007-11
Fax: (92-21) 568 1965
frsh.khi@pk.ey.com
Offices at Lahore & Islamabad
www.ey.com/pk

Review Report to the Members on Statement of Compliance

with Best Practices of Code of Corporate Governance

ORIX Investment Bank Pakistan Limited



Statement of Compliance with the Code of Corporate Governance
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This statement of compliance is being presented to comply with the Code of Corporate Governance contained in listing
regulations of Karachi and Lahore Stock Exchanges for the purpose of establishing a framework of good governance, whereby
a listed company is managed in compliance with the best practices for the listed companies. The said Code has also been
adopted by SBP and stock exchanges. The 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 five
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 that stock exchange.

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

5) The Company has prepared a ÔStatement of Ethics and Business PracticesÕ, which has been signed by all the directors
and employees of the Company.

6) The Board has developed a vision/mission statement, overall corporate strategy, business conduct principles 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 decision on material transactions, including appointment
and determination of remuneration and terms and conditions of employment of the CEO, have been taken by the Board
with the exception of the matters referred in note 32 to the financial statements of the current year.

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 meeting were
appropriately recorded and circulated.

9) The directors have confirmed that they are well acquainted as of 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 directorsÕ 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.

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, which comprises of three members, of whom two are non-executive
directors.

For the year ended June 30, 2007

ORIX Investment Bank Pakistan Limited
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Statement of Compliance with the Code of Corporate Governance

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 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 have been complied with as stated above with the
exception of the matters referred in note 32 to the financial statements of the current year.

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

Karachi NAIM FAROOQUI
September 24, 2007 Chief Executive

For the year ended June 30, 2007

ORIX Investment Bank Pakistan Limited
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AuditorsÕ Report to the Members

We have audited the annexed balance sheet of ORIX INVESTMENT BANK PAKISTAN LIMITED as at
June 30, 2007 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 companyÕs 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 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;

ii) the expenditure incurred during the year was for the purpose of the companyÕs business; and

iii) the business conducted, investment 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 companyÕs
affairs as at June 30, 2007 and of the loss, 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.

Without qualifying our opinion, we draw your attention to the matters referred to in note 32.2 in respect of the
companyÕs non-compliances with the Non-Banking Finance Companies (Establishment and Regulations) Rules,
2003 and Prudential Regulation for NBFC, as a result of the event which occurred during the year, as explained
in note 32.1 to the accompanying financial statements.

Karachi
September 24, 2007 Chartered Accountants

ERNST & YOUNG
Ford Rhodes Sidat Hyder & Co.
Chartered Accountants
Progressive Plaza, Beaumont Road
P.O. Box 15541
Karachi 75530, Pakistan

Phone: (92-21) 565 0007-11
Fax: (92-21) 568 1965
frsh.khi@pk.ey.com
Offices at Lahore & Islamabad
www.ey.com/pk

ORIX Investment Bank Pakistan Limited



39,195,028
 80,450,000

 431,873,299
 4,926,112

 97,009,931
 653,454,370

 1,552,448,332
 46,000,000

 1,845,190,835
 620,065,663
 292,948,135

 61,929,106
 41,974,130

 237,904,919
 4,698,461,120
 5,351,915,490

 500,000,000

 363,000,000
 184,883,883

 (200,857,091)
 347,026,792

 (25,388,922)

 179,405,000
 742,600,000

 4,525,000
 926,530,000

 460,650,000
 1,131,242,792
 2,335,000,000

 78,623,895
 98,230,933

 4,103,747,620

 5,351,915,490

 32,365,490
 73,950,000

 385,737,128
 4,520,512

 52,257,254
 548,830,384

 1,120,191,811
 -

 1,946,655,225
 782,783,891
 208,181,630

 31,675,417
 28,928,940

 395,062,370
 4,513,479,284
 5,062,309,668

 500,000,000

 363,000,000
 186,036,963
 239,088,829
 788,125,792

 (57,431,106)

 172,555,716
 149,999,999

 4,525,000
 327,080,715

 433,333,331
 1,236,540,335
 2,205,000,000

 34,129,306
 95,531,295

 4,004,534,267

 5,062,309,668

ASSETS

NON-CURRENT ASSETS
Fixed Assets
Property, plant and equipment
Stock exchange membership cards and rooms
Long-term loans and term finances
Long-term security deposits
Deferred taxation

CURRENT ASSETS
Short-term investments
Advance against subscription of securities
Fund placements
Short-term loans and term finances
Advances, deposits, prepayments and other receivables
Taxation - net
Interest / mark-up / profit accrued
Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Authorised capital
   50,000,000 (2006: 50,000,000) Ordinary shares of Rs. 10/ - each

Issued, subscribed and paid-up capital
Reserves
(Accumulated loss) / Unappropriated profit

DEFICIT ON REVALUATION OF SECURITIES

NON-CURRENT LIABILITIES
Long-term certificates of deposit
Long-term loans
Long-term security deposits

CURRENT LIABILITIES
Current maturity of long-term loans
Short-term certificates of deposit
Short-term borrowings
Interest / mark-up / profit accrued
Accrued expenses and other liabilities

CONTINGENCIES AND COMMITMENTS

TOTAL EQUITY AND LIABILITIES

The annexed notes 1 to 44 form an integral part of these financial statements.
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Balance Sheet As at June 30, 2007

Naim Farooqui
Chief Executive

Kunwar Idris
Chairman

Note
2007

Rupees
2006

Rupees

5
6
7
8
9

10
11
12
13
14
15
16
17

18
19

20

21
22

22
23
24
25
26

27

ORIX Investment Bank Pakistan Limited



Profit and Loss Account For The Year Ended June 30, 2007
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400,609,181
 151,086,321
 118,908,853

 278,063
 670,882,418

 453,295,971
 255,003,021
 183,183,035
891,482,027

 (220,599,609)

 119,742,019
Ê
 (340,341,628)

 16,500,000

           -

 (44,870,708)

 (28,370,708)
Ê
 (311,970,920)

 (8.59)

323,390,396
 207,643,317
 178,457,651

 19,112
 709,510,476

 304,130,846
       -

 141,152,539
 445,283,385
 264,227,091

 47,502,441
Ê
 216,724,650

 15,000,000

 6,313,637

(7,228,621)

 14,085,016
Ê
 202,639,634

 5.58

INCOME

Income from term finances and fund placements
Income from investments
Fee, commission and brokerage
Other income

EXPENDITURE

Finance cost
Receivables written-off
Administrative and operating expenses

(LOSS) / PROFIT BEFORE PROVISION

Provision for losses on loans, term finances and
uncollectible receivables

(LOSS) / PROFIT BEFORE TAXATION

TAXATION

Current

Prior

Deferred

(LOSS) / PROFIT AFTER TAXATION

(LOSS) / EARNINGS PER SHARE - BASIC AND DILUTED

The annexed notes 1 to 44 form an integral part of these financial statements.

Naim Farooqui
Chief Executive

Kunwar Idris
Chairman

Note
2007

Rupees
2006

Rupees

28
29
30

31
32
33

7.4, 12, 13.5,
& 14

34

35

ORIX Investment Bank Pakistan Limited
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(505,801,022)

 (405,600)
 (408,801,382)

 (46,635,658)
 387,563,991

Ê
 (574,079,671)

 (13,235,670)
 (3,357,835)
 (6,500,000)

 (69,984,630)
 622,000

 (92,456,135)

 6,849,284
 619,916,670
          -

 (117,387,599)

 509,378,355
Ê

 (157,157,451)

 395,062,370
Ê

 237,904,919

141,828,513

 (670,752)
 (295,145,212)

 (35,115,528)
 321,403,256

Ê
 132,300,277

 (14,946,393)
 (3,300,213)

 (30,000,000)
 (12,923,509)

 355,000

 (60,815,115)

 114,320,000
 (266,666,669)

 (1,000,000)
 (65,745,306)

 (219,091,975)

 (147,606,813)

 542,669,183
Ê

 395,062,370

CASH FLOWS FROM OPERATING ACTIVITIES

Cash (used in) / generated from operations

Long-term security deposits
Finance cost paid
Income tax paid
Interest income received from term finances and fund placements

Net cash (used in) / generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Operating fixed assets
Capital work-in-progress (CWIP)
Stock exchange membership card and room
Long-term loans and term finances
Sale proceeds from disposal of property, plant and equipment

Net cash (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Issuance of certificates of deposit Ð net
Acquisition / (repayment) of long-term loans
Long-term security deposits
Dividend paid

Net cash generated from / (used in) financing activities

NET (DECREASE)  IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

The annexed notes 1 to 44 form an integral part of these financial statements.

Cash Flow Statement For The Year Ended June 30, 2007

Naim Farooqui
Chief Executive

Kunwar Idris
Chairman

Note
2007

Rupees
2006

Rupees

36
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Statement of Changes in Equity For The Year Ended June 30, 2007

Naim Farooqui
Chief Executive

Kunwar Idris
Chairman

Capital Reserves                                  Revenue Reserves
Issued, Securities Unappropriated

subscribed Reserve for price profit
and paid-up Statutory issue of fluctuation Hedging (accumulated

capital reserve bonus shares reserve reserve loss) Total

Balance as at July 1, 2005 330,000,000 105,509,036 -        15,000,000 -   200,977,122 651,486,158
Appropriations:

- Transfer to securities
     price fluctuation reserve -        -        -        25,000,000 -   (25,000,000) -

- Cash dividend @ Rs. 2 per
     Ordinary share of Rs. 10 each -        -        -        -        -   (66,000,000) (66,000,000)

- Issue of bonus shares 33,000,000 -        (33,000,000) -        -   -        -

Transferred during the year -       40,527,927 33,000,000 -        -   (73,527,927) -

Net profit for the year -        -        -        -        -   202,639,634 202,639,634

Balance as at June 30, 2006 363,000,000 146,036,963 -        40,000,000 -   239,088,829 788,125,792

Balance as at July 1, 2006 363,000,000 146,036,963 -        40,000,000 -   239,088,829 788,125,792

Appropriations:

- Transfer to securities
     price fluctuation reserve -        -        -        10,000,000 -   (10,0000,000) -

- Cash dividend @ Rs. 3.25 per
     Ordinary share of Rs. 10 each -        -        -        -        -   (117,975,000) (117,975,000)

- Issue of bonus shares -        -        -        -        -   -        -

Fair value of interest rate swap -        -         -   -        (11,153,080) -   (11,153,080)

Net loss for the year -        -        -        -        -   (311,970,920) (311,970,920)

Balance as at June 30, 2007 363,000,000 146,036,963 -        50,000,000 (11,153,080) (200,857,091) 347,026,792

The annexed notes 1 to 44 form an integral part of these financial statements.

ORIX Investment Bank Pakistan Limited
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Notes to the Financial Statements For The Year Ended June 30, 2007

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 Lahore Stock
Exchange (Guarantee) Limited and is engaged in equity brokerage services.

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 except for the disclosure requirements of Clause
3C of Part II of the Fourth Schedule to the Companies Ordinance, 1984 in respect of which the SECP has given an
exemption to all NBFCs vide their letter No.SC/NBFC-1/R/2005, dated August 29, 2005. 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. SIGNIFICANT ACCOUNTING JUDGEMENT AND ESTIMATES

The preparation of financial statements in conformity with approved accounting standards requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process of applying the
companyÕs accounting policies. Estimates and judgments are continually evaluated and are based on historic experience
and other factors, including expectations of future events that are believed to be reasonable under the circumstances.
Revisions to accounting estimates are recognized in the period in which the estimate is revised and in any future periods
affected.

In the process of applying the companyÕs / accounting policies, management has made the following estimates and
judgements which are significant to the financial statements:

(a) determining the residual values and useful lives of property and equipment (Note 4.3);
(b) classification of investments (Note 4.6);
(c) valuation of derivatives (Note 4.7);
(d) recognition of taxation and deferred tax (Note 4.15);
(e) provisions (Note 4.14);
(f) accounting for post employment benefits (Note 4.17); and
(g) impairment of financial assets (Note 4.18)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.1 Basis of preparation

These financial statements have been prepared under the historical cost convention, except for fair value through
profit or loss and available for sale investments, and derivative financial instruments which are stated at fair value.

4.2 Accounting standards not yet effective

The following new standards and amendments of approved accounting standards are applicable in Pakistan from
the dates mentioned below against the respective standard or amendment:

ORIX Investment Bank Pakistan Limited
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Notes to the Financial Statements For The Year Ended June 30, 2007

IAS-1 (Revised) Presentation of Financial Statements effective from accounting period beginning
on or after January 01, 2009

IAS-23 (Revised) Borrowing Costs effective from accounting period beginning 
on or after January 01, 2009

IAS-41 Agriculture effective from accounting period beginning
on or after May 22, 2007

IFRS-2 Share based Payment effective from accounting period beginning
on or after December 06, 2006

IFRS-3 Business Combinations effective for business combinations for which
agreement date is on or after December 06, 2006

IFRS-5 Non-current Assets Held for Sale and effective from accounting period beginning
Discontinued Operations on or after December 06, 2006

IFRS-6 Exploration for and Evaluation of Mineral effective from accounting period beginning
Resources on or after December 06, 2006

In addition, interpretations in relation to certain  IFRSs have been issued by the International Accounting Standards
Board that are not yet effective.

The company expects that the adoption of the above standards, amendments and interpretations will have no
impact on the company's financial statements in the period of initial application.

4.3 Property, plant and equipment

Operating fixed assets

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 up to the month preceding the deletion
respectively.

The  carrying  values  of  property and  equipment  are  reviewed  for  impairment  when  events  or  changes
in circumstances indicate that the carrying value may not be recoverable.

An item of property and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain  or loss arising on derecognition of the asset (calculated  as the
difference between  the  net disposal  proceeds  and  the carrying amount  of  the asset) is included in the income
statement in the year the asset is derecognised.

The assetÕs residual  values, useful  lives and  methods  are reviewed, and adjusted  if appropriate, at  each financial
year end.

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.

Capital work-in-progress

Capital work-in-progress is stated at cost less impairment in value, if any. It consists of expenditure incurred and
advances made in respect of operating fixed assets in the course of their erection, installation and acquisition.
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4.4 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.

4.5 Loans, term finances / credit facilities and advances

Loans, term finances and advances originated by the company are stated at cost less provision for losses on such
assets. The provision is determined on the basis of Prudential Regulations issued by SECP vide its Circular No.
2, dated January 21, 2004, and managementÕs 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.

4.6 Investments

The management of the company determines the appropriate classification of its investments at the time of
purchase and classifies its investments as fair value through profit or loss, held-to-maturity and available-for-sale.

Fair value through profit or loss

Financial assets at fair value through profit or loss includes financial assets held for trading and financial assets
designated upon initial recognition as at fair value through profit or loss.

Investments which are acquired principally for the purpose of generating profit from short-term fluctuations in
price or dealerÕs 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.

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 referred 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.

Notes to the Financial Statements For The Year Ended June 30, 2007
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Notes to the Financial Statements For The Year Ended June 30, 2007

4.7 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 are subsequently remeasured at their fair value. Derivatives are carried as assets when the fair value is
positive and as liabilities when the fair value is negative.

The method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item being hedged.

Any gains or losses arising from changes in fair values on derivatives during the year that do not qualify for hedge
accounting are taken directly to profit and loss account, except for gains and losses arising on surplus / (deficit)
on revaluation of securities in accordance with BSD Circular No. 20 dated August 4, 2000 issued by the SBP,
which is taken surplus / (deficit) on revaluation of securities, until settled.

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) fair value hedge;
(b) cash flow hedge; or
(c) hedges of a net investment in a foreign operation (net investment hedge).

The company documents at the inception of the transaction the relationship between hedging instruments and
hedged items, as well as its risk management objectives and strategy 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.

The fair values of various derivative instruments used for hedging purposes are disclosed in note 14 and 26.

(a) Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in
the profit and loss account, together with any changes in the fair value of the hedged asset or liability that
are attributable to the hedged risk.

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 use, is amortised to profit or loss over the 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
hedges are recognised in equity. The gain or loss relating to the ineffective portion is recognized immediately
in the profit and loss account.

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 and loss account.
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4.8 Securities under repurchase / reverse repurchase agreements
Transactions of repurchase / reverse repurchase of investment securities are entered into at contracted rates for
specified periods of time and are accounted for as follows:

Repurchase agreement

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.

Reverse repurchase 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.
The difference between purchase and resale price is accrued as return from fund placements over the life of the
reverse repo agreement.

4.9 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 4.11).

4.10 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.

4.11 Settlement date accounting

All Òregular wayÓ 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.

4.12 Foreign currency transactions

The  financial  statements  are  presented  in  Pak Rupee,  which  is  the  companyÕs  functional  and presentation
currency. 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. 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.
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