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Directors’ Review
The Directors of Saudi Pak Leasing Company Limited have pleasure in presenting 
the un-audited financial statements for the quarter ended September 30, 2011.

Consolidated Operating & Financial Results
for the three months period ended September 30, 2011

Rupees
Loss before tax (106,135,473)

Less: Provision for taxation (1,243,307)

Loss after taxation (107,378,780)

Accumulated loss brought forward (839,410,437)
Transfer from surplus on revaluation of properties to 
    accumulated losses 957,998

Accumulated loss carried forward (945,831,219)

Loss Per Share (2.38)

During the current year, the financial difficulties resulting from the overall economic 
instability further aggravated by recent floods, energy shortfall and high interest 
rates. This has badly affected the Company and resulted in increased delinquent 
and non-performing assets. The constant liquidity crunch and amplified non-
performing facilities are posing serious challenges to the Company. However, 
the management aggressively pursued recovery and negotiated with the lenders 
restructuring of the loans and reduction in the mark-up rates to have a positive 
impact on the operations of the company. In first quarter ending September 30, 
2011, the Company incurred a loss after tax of Rs.107 million as compared to 
Rs.59 million in the previous year. This includes provision for doubtful leases/loans 
of Rs.48 million as compared to Rs.30 million in the previous year and impairment 
on available for sale investments of Rs.4 million.

The management is aggressively pursuing recovery drive and negotiating with 
the lenders to restructure the loans and obtain waivers in the mark-up rates and 
losses. These steps will have positive impact on the operations of the company 
and it is expected to come out of losses.
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Finally, the Board assures you that the management is fully aware of its 
responsibility towards its stakeholders and is determined to increase its profitability 
and ultimately the return to shareholders.

For and on behalf of the Board of Directors

Muhammad Anwar
Chairman

Dated: October 31, 2011
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Condensed Interim Balance Sheet 
As at September 30, 2011 (Un-audited) 

Nayyar Alam Ilyas Muhammad Anwar 
Acting Chief Executive Officer  Chairman
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Nayyar Alam Ilyas Muhammad Anwar 
Acting Chief Executive Officer  Chairman

Condensed Interim Profit and Loss Account 
For the Quarter ended September 30, 2011 (Un-audited) 
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Condensed Interim Cash Flow Statement
For the Quarter ended September 30, 2011 (Un-audited)  

Nayyar Alam Ilyas Muhammad Anwar 
Acting Chief Executive Officer  Chairman
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Condensed Interim Statement of Changes in Equity 
For the Quarter ended September 30, 2011 (Un-audited)  

Nayyar Alam Ilyas Muhammad Anwar 
Acting Chief Executive Officer  Chairman
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Selected Notes to the Condensed Interim Financial Statements
For the Quarter ended September 30, 2011 (Un-audited)  

1  LEGAL STATUS AND NATURE OF BUSINESS 

1.1  Saudi Pak Leasing Company Limited (the Company) was incorporated in Pakistan on January 08, 1991 
and is listed on all the three Stock Exchanges in Pakistan. The registered office of the Company is situated 
at 6th floor, Lakson Square Building No.1, Sarwar Shaheed Road, Saddar, Karachi. The main business 
activity of the Company is leasing of assets. The Company’s license to carry out the business of leasing 
has expired on May 18, 2010 and renewal is pending with the Securities and Exchange Commission of 
Pakistan.

 Saudi Pak Industrial and Agricultural Investment Company Limited (SAPICO) is the holding company.

1.2  Global financial meltdown has had a negative impact on the local economy as well, which had already 
been encountering higher inflation, political instability, and lack of trust of foreign investors. These factors 
cumulatively caused liquidity crunch in the country due to which a wave of defaults spread across the 
financial sector, soaring the percentage of bad loan portfolios beyond previous highs. The Company, 
being one of financial sector victims, also started facing defaults in repayments by its lessees. Heavy drop 
in market values of the Company’s investments in equity portfolio also deteriorated financial position of 
the Company and resultantly following salient changes occurred in our books during the year:

- Impairments of Rs. 528.69 million and Rs. 62.28 million on lease and loans portfolios, and 
investment portfolio respectively have been recognized till September 30, 2011.

- As of the September 30, 2011, accumulated losses have reached Rs. 945.83 million, and total 
liabilities have exceeded total assets by Rs. 328.63 million.

- The Company’s rating was downgraded as at September 30, 2011 not permitting the Company to 
issue new certificate of investments. Subsequently, the management has not reviewed the rating 
agreement with JCR – VIS, a credit rating company.

- The Company maintains a negative equity of Rs. 12.76 million as against the minimum equity 
requirement of Rs. 350 million which has rendered it unable to get its license renewed and write 
new leases.

 Although material uncertainty exists due to the above factors which may cast doubt on the Company’s 
ability to continue as a going concern, however, the management of the Company is confident that due 
to steps/measures as explained in the ensuing paragraphs, the going concern assumption is appropriate, 
and has as such prepared these financial statements on a going concern basis. 

- The management has successfully restructured its term finance certificate by increasing the 
repayment period by four years and substantially reducing the mark-up rate on the financing 
facility.

- The management subsequent to the period has finalized / negotiated certain agreements with 
different lenders which would result in settlements to the cumulative tune of Rs. 882.75 million, 
inclusive of principal and accrued markup. 

- The above settlements will result in expected reduction of liability, reversal of markup, waivers and 
release of suspended markup cumulatively by Rs. 173.58 million. The aforementioned settlements 
also include conversion of loan of Rs. 150 million, subject to regulatory approval, into preference 
shares. The total impact of such settlements on the equity will be Rs. 262.83 million.

 Management has also applied to Securities and Exchange Commission of Pakistan for granting extension 
in timelines for meeting the minimum equity requirement of Rs. 350 million.

 Management is hopeful that the reduction in financing cost through restructuring / settlements, expected 
reversals of provisions resulting from settlement with the defaulted borrowers and the issuance of 
convertible preference shares against settlement of loans will assist in reducing the losses and improving 
the equity. This will make the Company an attractive candidate for equity participation / merger.
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Selected Notes to the Condensed Interim Financial Statements
For the Quarter ended September 30, 2011 (Un-audited)  

2  BASIS OF PRESENTATION 

2.1  Statement of Compliance 

 These condensed interim financial statements for the quarter ended September 30, 2011 have been 
prepared in accordance with the requirements of the International Accounting Standard 34, “Interim 
Financial Reporting” as applicable in Pakistan, the Companies Ordinance, 1984, the Non Banking Finance 
Companies (NBFCs) Rules, 2003 (the Rules), Non Banking Finance Companies and Notified Entities 
Regulations, 2008 (the Regulations) and directives issued by the SECP. In case where requirements 
differ, the provisions of or directives issued under the Rules, the Regulations and Companies Ordinance, 
1984 have been followed.

 These condensed interim financial statements (un-audited) are being submitted to shareholders as 
required by Listing Regulations of Karachi, Lahore and Islamabad Stock Exchanges and section 245 of the 
Companies Ordinance, 1984.

2.2  The financial statements are presented in Pak Rupees, which is the Company’s functional and presentation 
currency.

3  ACCOUNTING POLICIES AND ESTIMATES 

 The accounting policies and basis for accounting estimates adopted for the preparation of these condensed 
interim financial statements (un-audited) are consistent with those followed in the preparation of the Company’s 
annual financial statements for the year ended June 30, 2011.

 These interim financial statements (un-audited) are in condensed form and should be read in conjunction with 
the annual audited financial statements of the Company for the year ended June 30, 2011.

4  RISK MANAGEMENT POLICIES 

 Risk management policies are consistent with those disclosed in the financial statements for the year ended 30 
June, 2011.

5.1 The investments in the listed equity securities and mutual funds held as available for sale are valued at 
prices quoted on stock exchanges and relevant net value as at September 30, 2011.

5.2 This represent Flying Board & Paper Products Limited’s Term Finance Cerificates having profit rate of 6 
Months KIBOR plus 150 bps with no floor no cap. The maturity date of the issue is July 20, 2014.

5.3 This represents impairment loss recognised in accordance with S.R.O 150(I)/2009 dated February 13, 
2009 issued by Securities and Exchange Commission of Pakistan.
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Selected Notes to the Condensed Interim Financial Statements
For the Quarter ended September 30, 2011 (Un-audited)  

7.1 Term loan due from customers is secured against property and pledge of listed securities. The rate of 
return on these loans ranges from 16.50% to 25% (June 30, 2011: 17% to 19.75%) per annum. 

8.1 The internal rate of return on leases ranges from 6.01% to 25.96% (June 30, 2011: 8.50% to 25%)  per 
annum. Certain leases rentals have been hypothecated against long term finance obtained (refer note 
11.)
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Selected Notes to the Condensed Interim Financial Statements
For the Quarter ended September 30, 2011 (Un-audited)  

9.1 The above statement shows cost of additions to and disposals from property, plant and equipment during 
the quarter ended September 30, 2011.

11.1 These represent long term finances availed from financial institutions and are secured by hypothecation of 
specific leased assets and associated lease rentals and carry mark-up ranging from 9.20% to 15.8% per 
annum.

11.2 This represents third issue of registered and listed TFCs issued by the Company to financial institutions, 
trusts and general public. These are secured by way of a first exclusive charge on specific leases including 
lease rental and receivables against lease with 25% margin available at all times to the TFCs holders on 
total outstanding amount of the issue. 

 The TFC holders approved the restructured payment terms of the TFCs with effect from September 13, 
2010. As per the restructuring agreement, tenor for the repayment of TFCs has been extended by 4 years 
according to which the final redemption shall take place in March 2017 instead of March 2013 and the 
principal redemption shall take place in monthly installments starting from the month of September 2010. 
Markup rates have been reduced to 6% for the first 24 months from the restructuring date, 8% for a fur-
ther period of 24 months (till the 48th month) and thereon markup shall be paid at the rate of one month 
KIBOR (Offer Side). 
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Selected Notes to the Condensed Interim Financial Statements
For the Quarter ended September 30, 2011 (Un-audited)  

12  SUB-ORDINATED DEBT  

 This represents long term financing obtained from the Holding Company. Through a resolution passed by board 
of directors of Holding Company and endorsed by board of directors of the Company, the long term finance 
aggregating to Rs. 333,208,499 has been converted into an interest free, unsecured debt sub-ordinated to all 
other debts of the company.

13.1 The properties of the Company were revalued as at September 28, 2008. The revaluation was carried out 
by an independent valuer, Messer Tracom (Private) Limited on the basis of professional assessment of 
present market values and resulted in surplus of  Rs.33,769,445, over the written down value. 

 Had there been no revaluation the carrying amount of the revalued assets would have been as follows;

 14.1  The Company has also filed various claims for the recovery of defaulted amounts. 

 14.2  The Company has been issued with a notice under section 14 of the Federal Excise Act, 2005. In the notice 
it has been alleged that the Company has not paid Federal Excise Duty (FED) in terms of section 3 read with 
Entry 8 of Table-II of the first schedule to the Federal Excise Act 2005 for the periods 2007-08, 2008-09 & 
2009-10. Accordingly Rs. 126,204,794 has been alleged to be recoverable. The above amount of FED has 
been imposed on all the income of  the Company for the three years including mark up income earned on 
finance lease contracts.

 According to the Company’s tax advisor, FED is applicable in respect of document fee, front end fee and 
syndicate lease income. These represent services rendered by leasing companies in respect of finance 
lease which are funded services. These services for the periods 2007-08 and 2008-09 are not chargeable 
to FED because of the reason that for those years FED was chargeable to services which were non-funded. 
However for the periods 2009-10 due to amendment in entry 8 the said services are chargeable able to 
FED as provisions of the Federal Excise Act, 2005. According, the amount of liability comes out to Rs. 
198,530.

 The above has been communicated to the authorities in reply to the notice. However no order in this regard 
has been passed. 
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15  CAPITAL MANAGEMENT POLICIES AND PROCEDURES 

 The minimum equity requirement applicable to Company (Leasing License) under the amended NBFC 
regulations, 2008 is Rs. 350 million. The Company has requested the Securities and Exchange Commission of 
Pakistan(SECP) for relaxtion in the requirement and is hopeful that this request will be accepted based on the 
condition of the business environment and the company’s position in the overall leasing sector and as well as its 
past performance.

 The equity of the company qualifying for ensuring compliance with minimum equity requirement comprises the 
following :        
   

 As at September 30, 2011, the equity of the company (excluding unrealized gain/(loss) on revaluation of available 
for sale as allowed by (SECP) as noted above aggregates to negative Rs 12,760,330 as against the required 
minimum equity requirement of Rs.350 million.

Selected Notes to the Condensed Interim Financial Statements
For the Quarter ended September 30, 2011 (Un-audited)  
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Selected Notes to the Condensed Interim Financial Statements
For the Quarter ended September 30, 2011 (Un-audited)  

17  TRANSACTIONS WITH RELATED PARTIES AND ASSOCIATED UNDERTAKINGS   

 The related parties comprises Saudi Pak Industrial & Agricultural Investment Company Limited, related group 
companies, key management personnel and companies in which directors are common or a director hold 
office. 

 Aggregate transactions with related parties and associated undertakings which are not disclosed in respective 
notes are as follows:

 19  RECLASSIFICATION  

 Corresponding figures have been rearranged and reclassified to reflect more appropriate presentation of events 
and transactions for the purposes of comparisons.

 20  DATE OF AUTHORIZATION  

 These condensed interim financial statements were authorized for issue on October 31, 2011 by the Board of 
Directors.

Nayyar Alam Ilyas Muhammad Anwar 
Acting Chief Executive Officer  Chairman






