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DirectorsO Review

]

The Directors are pleased to present the half-yearly unaudited report for the period ended
31 December 2007.

The BankOs aggregate revenue for the half-year fell to Rs. 347.4 million from Rs. 420.2
million in the corresponding period of last year. Increase in the fund-based income from
Rs. 312 million to Rs. 326 million was more than offset by a steep decline in the non-
fund based income from Rs. 108 million to Rs. 20 million. This has been the result of
uncertain political and market situations as well as shortage of relevant resource persons
in the Bank. The financial cost increased from Rs. 211.6 million to Rs. 219.6 million. The
Bank is making efforts to enhance the fee-based income through advisory assignments.
The operating expenses were curtailed to Rs. 70.1million from Rs.109.3 million.

The BankOs pre-tax profit for the half-year fell to Rs. 46.7 million from Rs. 80.6 million.
This includes a write back of Rs. 77.0 million provision of a client which defaulted in the
last financial year but paid during the period under review. Had this write back not been
made the Bank would have incurred a loss of Rs. 30.0 million during the period.

The share price of Callmate Telips Telecom Limited (CTTL) has been constantly on the
decline. As a consequence, the deficit on the revaluation of securities on account of its
shares has increased to Rs. 456.9 million. As highlighted by the Auditors in their review
(item 1.2) and further explained in note 9.1 of the accounts, efforts are underway to re-
start the CTTLOs suspended operations. If these efforts succeed then some of the lost
value may be recovered. The management will have no option but to fully provide for
the impairment in the current financial year if the CTTL does not get back in operation
despite best efforts. Presently decline in the value of this investment is being reported
as deficit on revaluation of securities. If the deficit were to be written off or provided for
the BankOs loss for this half-year would be Rs. 424.4 million.

The Board would like to place on record its appreciation for the cooperation of the
shareholders in subscribing to the rights shares. The subscribed amount was received
in December 2007. The rights issue was subscribed to the extent of 96%. The balance
was taken up by ORIX Corporation, Japan. The Board while holding the trust of the
shareholders in highest esteem regrets the fall in the value of their shareholding and
assures them that no effort is being spared to revive the CTTL operations and to increase
income of the bank. Various options to recapitalize the bank including issuance of
preference shares are under active consideration.

Having lowered the rating of the Bank by two notches in the last financial year as a
consequence to the setback, it has suffered in the CTTL share transaction, Pakistan
Credit Rating Agency (PACRA) has maintained the long-term and short-term rating of
the Bank to A- (single A minus) and A2 (A two).

On behalf of the Board

Karachi . .
Naim Farooqui
26 February 2008 Chief Executive Officer
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Independent AuditorsO Report on Review of
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Condensed Interim Financial Statements to the Members

M KPMG Taseer Hadi & Co. Telephone +92 (021) 568 5847

Chartered Accountants Fax +92 (021) 568 5095
First Floor Internet www.kpmg.com.pk
Sheikh Sultan Trust Building No. 2
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Introduction

We have reviewed the accompanying condensed interim balance sheet of ORIX INVESTMENT
BANK PAKISTAN LIMITEDéOthe CompanyO) as at 31 December 2007 and the related
condensed interim profit and loss account, condensed interim cash flow statement and
condensed interim statement of changes in equity for the six months period ended 31
December 2007 (here-in-after referred to as the Ointerim financial informationO). Management
is responsible for the preparation and presentation of this interim financial information in
accordance with approved accounting standards as applicable in Pakistan. Our responsibility
is to express a conclusion on this interim financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, "Review of Interim Financial Information Performed by the Independent Auditor of
the Entity". A review of interim financial information consists of making inquiries, primarily
of persons responsible for financial and accountin? matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit conducted
in accordance with the auditing standards as applicable in Pakistan and consequently does
not enable us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.

As explained in note 9.1 to the interim financial information, the investments in shares of
Callmate Telips Telecommunication Company Limited (CTTL) have been classified as
OAvailable for saleO with deficit in mark to market amounting to Rs. 456.922 million was not
considered as impairment and was taken to ODeficit on revaluation of securitiesO in Balance
Sheet. The management considers that the decline in market value is temporary. We
understand that the investeesO operations have significantly curtailed and the latest audited
financial statements for the year ended 30 June 2007 show poor operating performance
and unsatisfactory financial position. Accordingly, we consider that a valuation and full due
diligence exercise should be carried out to determine the extent of impairment. In the
absence of such an exercise we are unable to determine the extent of impairment and its
effect on profit and loss account.

Conclusion
Based on our review, except for the matter referred to in paragraph above, nothing has
come to our attention that causes us to believe that the accompanying interim financial
information as at and for the six months period ended 31 December 2007 is not prepared,
in all ILnaterial respects, in accordance with approved accounting standards as applicable
in Pakistan.

The figures for the quarter ended 31 December 2006 and 31 December 2007 in the
condensed interim profit and loss accounts have not been reviewed and we do not express
a conclusion thereon.

Without further gualifying our opinion, we draw attention to the matters referred to in note
9.1.1 to the condensed interim information, in respect of CompanyOs non-compliance with
the Non-Banking Finance Companies Regulations, 2007 and violation of code of conduct
of thle Brokers and Agents Registration Rules, 2001 highlighted in SECPOs report dated 10
April 2007.

The financial statements of the Company for the year ended 30 June 2007 were audited
by another firm of auditors who expressed modified opinion by inserting an emphasis of
matter paragraph in their report in respect of CompanyOs non-compliance with the Non-
Banking Finance Companies (Establishment and Regulations) Rules, 2003 and Prudential
Regulations for Non-Banking Finance Companies.

Karachi :
KPMG Taseer Hadi & Co.
26 February 2008 Chartered Accountants
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%\/ Condensed Interim Balance Sheet (Unaudited)
OR'X As at 31 December 2007

31 December 2007 30 June 2007

ASSETS Note Rupees Rupees
Non-current assets
Property, plant and equipment 6 40,198,410 39,195,028
Stock exchange membership card and rooms 80,450,000 80,450,000
Long-term loans and term finances 7 426,396,379 431,873,299
Long-term security deposits 4,926,112 4,926,112
Deferred tax asset 8 99,501,444 97,009,931
651,472,345 653,454,370
Current assets
Short-term investments 9 1,587,526,942 1,552,448,332
Advance against subscription for securities 22,955,568 46,000,000
Fund placements 10 1,607,034,180 1,845,190,835
Short-term loans and term finances 482,286,360 620,065,663
Advances, deposits, prepayments and other receivables 11 144,209,641 292,948,135
Taxation D net 71,264,619 61,929,106
Interest / mark-up / profit accrued 42,292,407 41,974,130
Cash and bank balances 12 282,069,394 237,904,919
4,239,639,111 4,698,461,120
4,891,111,456 5,351,915,490

EQUITY AND LIABILITIES
Share capital and reserves

Authorized capital
150,000,000 (30 June 2007: 50,000,000)

ordinary shares of Rs.10 each 1,500,000,000 500,000,000
= E
Issued, subscribed and paid-up capital 13 1,089,000,000 363,000,000
Reserves 184,883,883 184,883,883
Accumulated loss (168,335,400) (200,857,091)
Total equity 1,105,548,483 347,026,792
Deficit on revaluation of securities 14 (501,165,767) (25,388,922)
Non-current liabilities
Long-term certificates of deposit 177,870,716 179,405,000
Long-term loans 15 587,274,999 742,600,000
Long-term security deposits 4,525,000 4,525,000
769,670,715 926,530,000
Current liabilities
Current maturity of long-term loans 410,650,000 460,650,000
Short-term certificates of deposit 507,094,664 1,131,242,792
Short-term borrowings 16 2,448,000,000 2,335,000,000
Interest / mark-up / profit accrued 57,816,507 78,623,895
Accrued expenses and other liabilities 17 93,496,854 98,230,933
3,517,058,025 4,103,747,620
E E
4,891,111,456 5,351,915,490
Contingencies and commitments 18

The annexed notes 1 to 26 form an integral part of these condensed interim financial statements.

Kunwar Idris Naim Farooqui
Chairman Chief Executive Officer
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Condensed Interim Profit and Loss Account (Unaudited)

L)

For the six months period ended 31 December 2007

o
2
X

Six months period ended Quarter Ended
31 December 31 December 31 December 31 December
2007 2006 2007 2006
Note Rupees Rupees Rupees Rupees
Income
Income from term finances and
fund placements 19 208,957,467 223,020,959 136,597,736 109,923,726
Income from investments 20 117,456,836 89,262,452 61,411,714 40,713,905
Fee, commission and brokerage 21 20,370,921 107,905,908 10,325,974 41,783,335
Other income 599,333 - - -
347,384,557 420,189,319 208,335,424 192,420,966
Expenditure -
Finance cost 22 ((219,525,940)| |(211,656,573) (106,519,979)| | (109,830,334)
Administrative and operating expensest | (70,665,226) (109,296,635) (38,966,071) (46,144,625)
(290,191,166)  (320,953,208) (145,486,050)  (155,974,959)
Profit before provisions 57,193,391 99,236,111 62,849,374 36,446,007
Provision for losses on loans, term
finances and uncollectible receivables ~ (10,476,753) (18,600,000) (4,176,753) (9,300,000)
Profit before taxation 46,716,638 80,636,111 58,672,621 27,146,007
Taxation
Current (10,952,350) (29,625,806) (9,289,175) (10,369,369)
Deferred (3,242,597) 33,429,871 (3,242,597) 33,429, 871
(14,194,947) 3,804,065 E (12,531 772) 23,060,502
E
Profit after taxation 32,521,691 84,440,176 46,140,849 50,206,509
E E E
Basic and diluted earnings per
share - restated 23 0.546 2.073 0.588 1.233

The annexed notes 1 to 26 form an integral part of these condensed interim financial statements.

Kunwar Idris Naim Farooqui
Chairman Chief Executive Officer
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CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation

Adjustments for non-cash charges:
Depreciation
Income from term finance and fund placements
Finance costs
Provision for losses on term finances and uncollectible receivables
Gain on sale of fixed assets

Cash flows from operating activities before working capital changes
Working capital changes

(Increase) / decrease in current assets

Short-term investments

Advance against subscription of securities

Fund placements

Short-term finances

Advance, deposits, prepayments and other receivables

Increase / (decrease) in current liabilities
Short-term certificates of deposit
Short-term borrowings
Accrued expenses and other liabilities

Changes in working capital
Cash (used in) / generated from operations

Interest income received from term finances and fund placements
Finance cost paid

Income taxes paid

Net cash (used in) / generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure

Stock exchange membership card and rooms

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

Issue of right shares

Issue of certificates of deposits

Acquisition / (repayment) of long-term loans

Dividend paid

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

Cash and bank balances at beginning of the period

Cash and bank balances at end of the period

For the six months period ended 31 December 2007

31 December

Condensed Interim Cash Flow Statement (Unaudited)

31 December

2007 2006

Rupees Rupees
46,716,638 80,636,111
4,960,240 4,645,258
(208,957,467) (223,020,959)
219,525,940 211,656,573
10,476,753 18,600,000

(573,763) -
25,431,703 11,880,872
72,148,341 92,516,983
£

(509,065,649) 256,224,864
23,044,432 (65,000,000)
225,656,655 733,386,325
137,779,303 61,606,065
150,821,689 (277,773,488)
28,236,430 708,443,766
(624,148,128) (315,000,000)
113,000,000 (336,872,532)
(4,695,828) 76,118,385
(515,843,956) (575,754,147)
(487,607,526) 132,689,619
(415,459,185) 225,206,602
208,639,190 215,442,585
(240,333,328) (207,025,212)
20,287,863 (26,821,750)
(467,441,186) 206,802,225

(7,367,997) (13,561,516)
- (6,500,000)
(2,083,028) (149,718,008)
1,954,222 -
(7,496,803) (169,779,524)
726,000,000 -
(1,534,284) (5,200,716)
(205,325,001) 36,583,335
(38,251) (117,066,989)
519,102,464 (85,684,370)
44,164,475 (48,661,669)
237,904,919 395,062,370
282,069,394 346,400,701

The annexed notes 1 to 26 form an integral part of these condensed interim financial statements.

Kunwar Idris
Chairman
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Condensed Interim Statement of Changes in Equity (Unaudited)

For the six months period ended 31 December 2007

o
2
X

Capital Reserves Revenue Reserves
Issued, Securities  Unappropriated
subscribed Statutory Hedging price profit /
and paid-up reserve reserve fluctuation  (accumulated Total
capital reserve loss)
Rupees

Balance as at 1 July 2006 363,000,000 146,036,963 - 40,000,000 239,088,829 788,125,792
Changes in equity for the six months
period ended 31 December 2006
Profit for the six months period - - - - 84,440,176 84,440,176
E
Total recognized income and expenses

for the six months period - - - - 84,440,176 84,440,176
Interim dividend - - - - (117,975,000)  (117,975,000)
Transfer to securities price fluctuation reserve - - - 10,000,000  (10,000,000)
Balance as at 31 December 2006 363,000,000 146,036,963 - 50,000,000  195554,005 754,590,968
Balance as at 1 July 2007 363,000,000 146,036,963 (11,153,080) 50,000,000 (200,857,091) 347,026,792
Changes in equity for the six months

period ended 31 December 2007
Profit for the six months period - - - - 32,521,691 32,521,691
E
Total recognized income and expenses

for the six months period - - - - 32,521,691 32,521,691
Issue of right shares 726,000,000 - - - - 726,000,000
Balance as at 31 December 2007 1,089,000,000 146,036,963 (11,153,080) 50,000,000 (168,335,400) 1,105,548,483

The annexed notes 1 to 26 form an integral part of these condensed interim financial statements.

Kunwar Idris Naim Farooqui
Chairman Chief Executive Officer
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Notes to the Condensed Interim Financial Statements (Unaudited)

|

. ORI X For the six months period ended 31 December 2007

1. LEGAL STATUS AND NATURE OF BUSINESS

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,E2003 issued by the Securities and Exchange Commission of Pakistan (SECP) [previously described
under SRO 585 (1)/87 dated 13 July 1987 issued by the Ministry of Finance, Government of Pakistan].
TheECompany 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 the Lahore
Stock Exchange (Guarantee) Limited, and is engaged in equity brokerage services.

2. BASIS OF PREPARATION

These condensed interim financial statements are unaudited but subject to limited scope review by theEauditors
and have been prepared in accordance with the requirements of the International Accounting Standards
(IAS) 34 - "Interim Financial Reporting" as applicable in Pakistan. These condensed interim financial statements
do not include all of the information required for full financial statements and should be read in conjunction
with the financial statements of the Company for the year ended 30 June 2007

The comparative balance sheet presented in these financial statements has been extracted from the audited
financial statements of the Company for the year ended 30 June 2007, whereas the comparative profit and
loss account, statement of changes in equity and cash flow statement are stated from the unaudited condensed
interim financial statements for the six months period ended 31 December 2006.E

These condensed interim financial statements have been presented in Pakistan Rupees, which is the
functional currency of the Company and the figures are rounded off to the nearest of rupees. Previous year's
figures have been rearranged, wherever necessary.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of computation followed for the preparation of these financial statements
are the same as those applied in preparing the annual financial statements for the year ended 30 June 2007.

4. ESTIMATES

The preparation of condensed interim financial statements requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of
assets and liabilities, income and expense. Actual results may differ from these estimates. The significant
judgments made by management in applying the CompanyOs accounting polices and the key sources of
estimation and uncertainty were same as those that were applied to the financial statements for the year
ended 30 June 2007.

5. RISK MANAGEMENT POLICIES

Risk management policies are consistent with those disclosed in the financial statements for the year ended
30 June 2007.

6. PROPERTY, PLANT AND EQUIPMENT

For the six months period ended For the six months period ended
__ 3lDecember2007  ____ 31 December2006
Additions Disposals Additions Disposals
(Rupees)

Office improvements 411,549 - - -
Furniture and fixtures - - 489,154 -
Motor vehicles 5,548,405 3,005,615 9,268,575 -
Office equipment 76,200 35,000 448,010 -
Computer equipment 1,050,592 - 1,324,041 -
7,086,746 3,040,615 11,529,780 -
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Notes to the Condensed Interim Financial Statements

L

ORIX For the six months period ended 31 December 2007 (Unaudited)

7. LONG-TERM LOANS AND TERM FINANCES 31 December 2007 30 June 2007
Rupees Rupees

Long-term loans - considered good

Due from:
Chief Executive 1,349,757 2,069,621
Executives 8,762,492 24,277,048
Other employees 2,765,712 3,487,458
12,877,961 29,834,127
Less: Current portion of long-term loans (5,353,408) (6,057,385)
7,524,553 23,776,742
Long-term finances
Considered good 690,213,686 760,560,370
Considered doubtful 121,951,605 114,391,657
812,165,291 874,952,027
Less: Current portion of long-term finances (271,341,860) (352,463,813)
Provision for losses on long-term finances (121,951,605) (114,391,657)
426,396,379 431,873,299
8. DEFERRED TAX ASSET
Deductible / (taxable) temporary differences
Deficit on revaluation of government securities 22,216,145 16,482,036
Loans and term finances 78,352,474 60,313,105
Property, plant and equipment (1,067,175) (343,989)
Assessed losses - 20,558,779
Deferred tax asset 99,501,444 97,009,931
9. SHORT-TERM INVESTMENTS
Available-for-sale financial assets
Government securities 537,519,408 299,707,810
Quoted securities
Ordinary Shares 9.1 196,233,840 598,875,750
Term finance certificates 154,085,338 157,278,325
Units of open-ended mutual funds 166,708,422 168,788,261
517,027,600 924,942,336
Unquoted securities
Term finance certificates - cost 30,000,009 39,998,009
At fair value through profit or loss - held for trading investments
Quoted securities
Ordinary shares 223,390,797 | | 161,060,205
Units of closed-end mutual funds 101,868,000 126,739,972
325,258,797 287,800,177
Commercial papers 177,721,128 -
1,587,526,942 1,552,448,332

9.1 During the year ended 30 June 2007, the Company had to pay off Continuous Funding System (CFS)
financers to settle the outstanding commitments of certain clients. Consequently, the Company
transferred the underlying shares of Callmate Telips Telecom Limited (CTTL) from the trading account
of defaulting clients to the proprietary investment account of the Company. The Company had written-
off receivables aggregating Rs. 255.003 million and recognized investment as 'Available-for-Sale' at
Rs. 598.876 million (12,098,500 shares) being the market value as at 30 June 2007.

During the six months period ended 31 December 2007, further 1,115,900 shares of CTTL were
transferred from trading account to the Company's investment account, as a result of default of another
client. In addition, the Company has investment in 200,000 shares of CTTL, which have been classified
as 'Held for Trading Investments'.

I 1O
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/ Notes to the Condensed Interim Financial Statements
OR|X For the six months period ended 31 December 2007 (Unaudited)

Those shares have been marked to market as at 31 December 2007 and the resulting deficit amounting
to Rs. 463.838 million has been recorded as "Deficit on revaluation of securities" below equity. The
management considers the plunge in market price of those shares as temporary as efforts to revive
the Company are in place and therefore impairment against these shares has not been considered.
The Company does not have significant influence over CTTL.

Further, the Company holds 20.56% of the voting power of CTTL but it does not presume significant
influence over CTTL. Therefore, investment in shares of CTTL has not been treated under equity
method in accordance with IAS 28 - Investments in Associates.

Furthermore, audited financial statements of CTTL show a net loss after taxation amounting to Rs.
359.431 million. Auditors of CTTL have expressed a qualified opinion on the financial statements of
CTTL for the year ended 30 June 2007.

The management maintains that the Company will continue to pursue the said receivables and has
not forfeited its claim over the above referred clients.

9.1.1 As a result of the above, at 31 December 2007 the Company's above referred proprietary
investments exceed ten percent of the issued capital of CTTL as at 30 June 2007, which is not
in accordance with the regulation 28 of the NBFC Regulations, 2007; which requires that the
Company shall not own shares, equities or scrips of any one company in excess of ten percent
of its own equity or of the issued capital of that company, whichever is lower.

10. FUND PLACEMENTS 31 December 2007 30 June 2007
Rupees Rupees
Considered good
Unsecured
Letters of Placement
- Considered good 110,000,000 37,500,000
- Considered doubtful - 12,500,000
110,000,000 50,000,000
Less: Provision for amount considered doubtful - (12,500,000)
110,000,000 37,500,000
Certificates of investment 25,000,000 25,000,000
Term deposits with financial institutions 150,000,000 200,000,000
285,000,000 262,500,000
Secured
Under reverse repurchase agreements of ordinary shares 1,322,034,180 1,582,690,835
1,607,034,180 1,845,190,835
11. ADVANCES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES
Advances - unsecured and considered good
Advance for expenses 129,243 315,049
Deposits and prepayments 64,457,940 35,425,716
Other receivables
Receivable - brokerage customers 56,754,960 320,285,551
Fee income receivable 500,000 500,000
Dividend receivable 1,292,350 762,500
Receivable from other customers 16,608,057 17,787,165
Fair value of derivative financial instruments 5,057,652 708,416
Receivable from employees' gratuity fund 1,515,000 1,515,000
Others 894,439 693,340
82,622,458 342,251,972
Less : Provision for uncollectible receivables (3,000,000) (85,044,602)
144,209,641 292,948,135

gy

ORIX Investment Bank Pakistan Limited







