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Directors’ Report

The Board of Directors of Escorts Investment Bank Limited takes pleasure in presenting 

before you, the un-audited Financial Statements, for the half year ended December 31, 2008 

duly reviewed by the external auditors as required by the Code of Corporate Governance.

During the period under review Pakistan passed through its worst economic crisis in 

decades, with massive trade and budget deficits, plunging foreign currency reserves and 

flight of capital, making the economy stagnant, and dependent on US aid and International 

Monetary Fund (IMF) bailout. 

In addition, the Financial Sector of the country witnessed a severe liquidity crunch, the record 

freeze of the Capital Markets for 111 days and a virtual halt in the lending activities by the 

Commercial Banks. This impacted the earnings potential of all the participants within the 

financial system including the smaller institutions with NBFCs being no exception. Mutual 

Funds, Leasing Companies, Investment Banks, some Commercial Banks and Modarabas 

have all faced liquidity issues, though in varying degrees and borrowings on the Money 

Market Counter had either not been available or made available at exorbitant rates. The 

freeze of the Capital Markets had a negative effect on investments, as they could not be 

liquidated and saw a massive plunge in their values which has to be recognized within the 

Calendar Year 2009. All of the above contributed to technical defaults by some institutions, at 

the money market counters and increased financial costs amidst no business activity.

In spite of all this, Escorts Investment Bank was able to demonstrate its resilience in terms of 

asset quality, highly liquid position and excellent asset liability maturity profile. However, due 

to immense slowdown in the Economic Activity as stated above, the overall business 

performance of our Bank remained slow. The Bank has been very proactive during these 

tough times and acted very cautiously which is evident from the following facts:

! As a matter of prudence in turbulent times, the level of leverage was brought down from 

6.05 times of Equity as at June 30' 2008 to 2.25 times of Equity as at December 31' 2008, 

which is reflected in the reduced size of the Balance Sheet.

! Short term Borrowings were adjusted in accordance with the Management decision to not 

invest in the short term assets during the current economic crisis

! Investments in Capital Markets related activities were successfully curtailed in 

anticipation of the worsening Capital Markets situation.

! High liquidity position of the Bank was maintained throughout the period of economic and 

political turmoil in the country.

! JCR VIS Credit Rating Company Limited has reaffirmed the Short Term Credit 

Rating of the Company at “A-1” (Single A one) while Medium to Long Term Credit 

Rating has also been reaffirmed at “A” (Single A) with stable outlook.
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The above measures have translated in the following Operating results for the half year 
ended December 31, 2008:

It would be important to note that as explained in Note 7.4 to the Financial Statements, the 
Management feels that the impairment loss of Rs. 113 Million based on market values of 
securities as at December 31' 2008 cannot be considered to be a fair reflection of equity values. 
Therefore, the same has not been charged to the profit and loss account and has been taken to 
the Equity instead as per permission granted by Securities and Exchange Commission of 
Pakistan (SECP) vide notification SRO 150 (1)/2009 dated February 13' 2009. However, if the 
Capital Markets situation does not improve and share prices do not recover, this impairment 
loss would have to be routed through the profit and loss account during the four quarters of the 
Calendar Year 2009.

During this period, our Bank has also separated the Brokerage Business by forming a wholly 
owned company (Escorts Capital Limited) in compliance with the NBFC Regulations with effect 
from November 21' 2008. The company is now fully operational; systems and processes are in 
place with regulatory compliance and transparency as its profound objective. 

Future Outlook

Our Bank, while remaining cautious and prudent during the prevailing economic and political 
meltdown, is focused on capitalizing on every opportunity that may arise as a result of any ease 
in the current situation that would add value for all our stakeholders. Our Bank has been 
continuously fine-tuning its business model to adjust itself to extremely volatile and negative 
trends in the market. However, relying on our prudent and proactive risk management that has 
always helped us  maintain our best position in the NBFC Sector, we are hopeful of weathering 
the storm during 2009, which we believe is going to be the most challenging Calendar Year for 
the entire Financial Sector particularly for the NBFCs.

Acknowledgement

The Board of Directors would like to take this opportunity to express their appreciation for the 
employees of the Bank, for their commitment, hard work and cooperation throughout these 
testing times. The Bank recognizes and records its gratitude for all their efforts.

Rashid Mansur

President & CEO/Director 

Lahore: 28 February  2009

For and on behalf of the Board
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Independent Report on Review of Condensed Interim
Financial Information to the members of

Escorts Investment Bank Limited

Introduction

We have reviewed the accompanying condensed interim balance sheet of Escorts 

Investment Bank Limited as at 31 December 2008 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 then 

ended (condensed interim financial information). Management is responsible for the 

preparation and presentation of this condensed interim financial information in 

accordance with approved accounting standards as applicable in Pakistan relating to 

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 condensed interim financial 

information consists of making inquiries, primarily of persons responsible for financial 

and accounting matters, and applying analytical and other review procedures. A 

review is substantially less in scope than an audit conducted in accordance with 

International Standards on Auditing 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.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that 

the accompanying condensed interim financial information is not prepared, in all 

material respects, in accordance with approved accounting standards as applicable 

in Pakistan for interim financial reporting.

The figures for the quarter ended 31 December, 2008 in the condensed interim profit 

and loss account have not been reviewed and we do not express a conclusion on 

them.

KPMG Taseer Hadi & Co.

Chartered AccountantsLahore:

28 February 2009
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Chief Executive Director

Condensed Interim Balance Sheet

As at 31 December 2008

31-Dec-08 30-Jun-08

Rupees Rupees

Note (Un-audited) (Audited)

ASSETS

                         
                             

EQUITY AND LIABILITIES

5

6

7

8

                   

7.3

9

10

The annexed notes 1 to 14 form an integral part of this condensed interim financial information. The details of
valuation of investments, impairment and impact on profit and loss account are given in note 7.4.
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Chief Executive Director

Condensed Interim
Profit and Loss Account (Un-Audited)

For the quarter and half year ended 31 December 2008

4,839,420

1,322,223

20,827,434

57,266,732

1,379,085

17,727,592

103,362,486

19,155,856

23,068,508

395,832
 

23,290,682

2,842,005

39,877,217

113,663

 

108,743,763

(5,381,277)

(2,652)

(5,383,929)

(0.12)

12,233,856

2,137,249

70,924,171

77,689,120

34,266,461

2,320,180

           

199,571,037

       

38,286,202

         

20,650,471

         

11,148,477
         

56,529,814
         

2,637,009

          

62,351,122

         

253,674

             

191,856,769

       

7,714,268

          

11,533,250

19,247,518

0.44

12,969,172

3,066,561

78,323,892

154,017,111

5,667,554

19,146,600

273,190,890

55,930,555

42,657,218

6,309,662

64,855,314

5,684,010

92,420,125

241,840
268,098,724

5,092,166

(235,589)

4,856,577

0.11

23,149,372

4,437,000

152,734,970

164,919,031

66,773,219

          

4,404,575

        

416,418,167
 

87,274,607 
41,756,236

 
15,762,970

 
99,898,039

 

5,274,018

 

123,127,642

 

446,500

 

373,540,012

 

42,878,155

8,274,415

51,152,570

1.16

31-Dec-0731-Dec-0831-Dec-0731-Dec-08

RupeesRupeesRupeesRupeesNote

Quarter ended Half year endedINCOME

Profit on financing

Mark-up on lease finance

Return on placements

Return on investments 11

Fees and commission

        

Other income

       

     

EXPENSES

Return on certificates of deposit

      

Return on term finance certificates

      

Mark-up on short term running finance
           

Mark-up on borrowings from financial
institutions

      

Amortization of premium on held to
maturity investments

        

Administrative and other operating expenses

      

Other financial charges

           

     

Profit before taxation

       

Taxation

Profit after taxation

(Loss)/Earnings per share-basic and diluted

The annexed notes 1 to 14 form an integral part of this condensed interim financial information. The details of valuation of
investments, impairment and impact on profit and loss account are given in note 7.4.
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Chief Executive Director

Condensed Interim
Cash Flow Statement (Un-Audited)

For the half year ended  31 December 2008

31-Dec-08 31-Dec-07

Rupees Rupees

                   

The annexed notes 1 to 14 form an integral part of these financial information.
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Chief Executive Director

Condensed Interim
Statement of Changes in Equity

(Un-Audited)

For the half year ended  31 December 2008

The annexed notes 1 to 14 form an integral part of these financial information.
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Condensed Interim
Notes to the Financial Statements

(Un-Audited)

For the half year ended  31 December 2008

1 LEGAL STATUS AND NATURE OF BUSINESS

Escorts Investment Bank Limited ("the Company") is a public limited company incorporated in Pakistan under the 
Companies Ordinance, 1984. The Company was incorporated in Pakistan on 15 May 1995 and started its 
commercial operation on 16 October 1996. The Company is listed on the Karachi and Lahore stock exchanges. 
Escorts Investment Bank Limited is licensed to carry out investment finance services as a Non-Banking Finance 
Company under Section 282C of the Companies Ordinance, 1984 and Non-Banking Finance Companies 
(Establishment and Regulations) Rules, 2008. The registered office of the Company is situated at Escorts 
House, 26 Davis Road, Lahore.

JCR VIS Credit Rating Company Limited has reaffirmed the Short Term Credit Rating of the Company  at “A-1” 
(Single A one) while Medium to Long Term Credit Rating has also been reaffirmed at  “A” (Single A) with stable 
outlook.

2 BASIS OF PREPARATION

This condensed interim financial information is un-audited but subject to limited scope review by auditors and 
have been prepared in accordance with the requirements of the approved Accounting Standards as applicable in 
Pakistan relating to interim Financial Reporting. This condensed interim financial information does not include all 
the information required for full annual financial statements, and should be read in conjunction with the financial 
statements of the Company for the year ended 30 June 2008.   

This condensed interim financial information is being submitted to the shareholders as required by Section 245 of 
the Companies Ordinance, 1984.   

3 ACCOUNTING POLICIES

The accounting policies applied for the preparation of this condensed interim financial information are the same 
as those applied in preparation of the annual audited financial statements of the Company for the year ended 30 
June 2008.

4 ESTIMATES

The preparation of condensed interim financial information requires management to make judgments, estimates 
and assumption 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 signifciant judgements made 
by management in applying the Company's accounting policies and the key sources of estimation uncertainty 
were the same as those that were applied to the financial statements for the year ended 30 June 2008.

31 December 2008
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7.1 These include Rs. Nil (30 June 2008 Rs. 1,401,417,949) investment in shares sold in future market with 
settlement dates subsequent to period end.

7.2 During the period the Company has reclassified its investment portfolio of listed securities as at 01 July 
2008 valuing Rs 112.848 million from "Held for Trading" to "Available for sale" category.

7.3 SURPLUS/(DEFICIT) ON REVALUATION OF INVESTMENTS

7.4 The Karachi Stock Exchange (Guarantee) Limited (“KSE”) placed a “Floor Mechanism” on the market 
value of securities based on the closing prices of securities prevailing as on August 27, 2008. Under the 
“Floor Mechanism“, the individual security price of equity securities could vary within normal circuit 
breaker limit, but not below the floor price level. The mechanism was effective from 28 August 2008 and 
remained in place until 15 December 2008. Consequent to the introduction of “Floor Mechanism” by KSE, 
the market volume declined significantly during the period from 27 August 2008 to 15 December  2008. 
There were lower floors on a number of securities at 31 December 2008. The equity securities have been 
valued at prices quoted on the KSE on 31 December 2008.

Furthermore, Securities and Exchange Commission of Pakistan ("SECP") vide notification SRO 150 
(1)/2009 dated 13 February 2009 has allowed that the impairment loss, if any, recognized as on 31 
December 2008 due to valuation of listed equity investments held as “Available for Sale’ to quoted market 
prices may be shown under the equity.  The amount taken to equity including any adjustment/effect for 
price movements shall be taken to Profit and Loss Account on quarterly basis during the year ending 31 
December 2009. The amount taken to equity at 31 December 2008 shall be treated as a charge to Profit 
and Loss Account for the purposes of distribution as dividend.
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The impairment loss based on market values as at 31 December 2008 has been determined at Rs 

113.449 million. In view of the “Floor Mechanism” as explained above and current economic conditions in 

the country, the management believes that these are “rare circumstances’’ and the plunge in equity 

markets cannot be considered to be a fair reflection of equity values. Therefore recognition of impairment 

for ‘Available for Sale’ equity securities through Profit and Loss account will not reflect the correct financial 

performance of the Company.

The recognition of impairment loss based on market values as at 31 December 2008 would have had the 

following effect on these condensed interim financial information:

This represents clean placements with financial institution  and carries mark-up 18.5% per annum (2008: 
11% per annum).

8.1

8.2 Securities held as collateral - Market Value

These represent secured placements for a maximum period of upto 70 working days and carry mark-up 
ranging from 17% to 20 per annum (2008: 10.20% to 17.19%)

11ESCORTS INVESTMENT BANK LIMITED



12 ESCORTS INVESTMENT BANK LIMITED



31-Dec-08 31-Dec-07

31-Dec-08 30-Jun-08

12 TRANSACTIONS WITH RELATED PARTIES 

The related parties and associated undertakings comprise, subsidiary company, local associated companies, 
staff retirement funds, directors and key management personnel. Transactions with related parties and 
associated undertakings other than remuneration and benefits to key management personnel under the term 
of employment are as follows:
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Chief Executive Director

13

This condensed interim information was authorized for issue on 28th February 2009 by the Board of Directors 
of the Company.

14
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Chief Executive Director

Condensed Interim
Consolidated Balance Sheet (Un-audited)

As at 31 December 2008

The annexed notes 1 to 15 form an integral part of this condensed interim financial information. The
details of valuation of investment, impairment and impact on profir and loss account are give in note 8.4.

consolidated 

ASSETS

Note

31-Dec-08
Rupees

(Un-audited)
         

30-Jun-08
Rupees

(Audited)
        

EQUITY AND LIABILITIES

8.3

10
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31-Dec-0731-Dec-0831-Dec-0731-Dec-08

RupeesRupeesRupeesRupeesNote

Quarter ended Half year ended

Chief Executive Director

Condensed Interim Consolidated
Profit and Loss Account (Un-Audited)
For the quarter and half year ended  31 December 2008

INCOME

12

Profit on financing

Mark-up on lease finance

Return on placements

Return on investments

Fees and commission

Other income

EXPENSES

Return on certificates of deposit

Return on term finance certificates

Mark-up on short term running finance

Mark-up on borrowings from financial
institutions

Amortization of premium on held to
maturity investments

Administrative and other operating
expenses

Other financial charges

Profit before taxation

Taxation

Profit after taxation

(Loss)/Earnings per share-basic
and diluted

4,839,420

1,322,223

20,827,434

57,266,732

1,379,085

17,828,858

103,463,752

18,445,903

23,068,508

395,832

23,290,682

2,842,005

39,994,663

113,663

108,151,256

(4,687,504)

(235,589)

(4,923,093)

(0.11)

         
         

       

       
         

 

 

 
 

 

 

 

12,233,856

2,137,249

70,924,171

77,689,120

34,266,461

2,320,180

199,571,037

38,286,202

20,650,471

11,148,477

56,529,814

2,637,009

62,351,122

253,674

191,856,769

7,714,268

11,533,250

19,247,518

0.44

12,969,172

3,066,561

78,323,892

84,267,111

5,667,554

21,273,837

205,568,127

55,172,657

42,657,218

6,309,662

64,855,314

5,684,010

93,470,946

241,840

268,391,647

(62,823,520)

(235,589)

(63,059,109)

(1.43)

        
          

        

        
        

23,149,372

4,437,000

152,734,970

164,919,031

66,773,219

4,404,575

416,418,167

87,274,607

41,756,236

15,762,970

99,898,039

5,274,018

123,127,642

446,500

373,540,012

42,878,155

8,274,415

51,152,570

1.16

The annexed notes 1 to 15 form an integral part of this condensed interim consolidated financial information. The details of
valuation of investment, impairment and impact on profit and loss account are give in note 8.4.
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Condensed Interim Consolidated
Cash flow statement (Un-Audited)

For the half year ended  31 December 2008

The annexed notes 1 to 15 form an integral part of these condensed interim consolidate financial information.

Chief Executive Director

31-Dec-0731-Dec-08
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Condensed Interim Consolidated
Statement of Changes in Equity (Un-Audited)

For the half year ended  31 December 2008

The annexed notes 1 to 15 form an integral part of these condensed interim consolidate financial information.

Chief Executive Director
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Condensed Interim Consolidated
Notes to the Financial Statements (Un-audited)

For the half year ended  31 December 2008

1 LEGAL STATUS AND NATURE OF BUSINESS

Escorts Investment Bank Limited and its subsidiary company ("The Group") comprises of holding Company 
Escorts Investment Bank Limited (EIBL) and a wholly owned Subsidiary company Escorts Capital Limited 
("ESCAP").

EIBL ("the Company") is a public limited company incorporated in Pakistan under the Companies Ordinance, 
1984. The Company was incorporated in Pakistan on 15 May 1995 and started its commercial operation on 16 
October 1996. The Company is listed on the Karachi and Lahore stock exchanges. Escorts Investment Bank 
Limited is licensed to carry out investment finance services as a Non-Banking Finance Company under Section 
282C of the Companies Ordinance, 1984 and Non-Banking Finance Companies (Establishment and 
Regulations) Rules, 2008. The registered office of the Company is situated at Escort House, 26 Davis Road, 
Lahore.

ESCAP ("the Subsidiary") was incorporated as a public limited company in Pakistan on 5 June 2008 under the 
Companies Ordinance, 1984 and became a wholly owned subsidiary company of EIBL in June 2008. The 
subsidiary is principally engaged in brokerage business. The registered office of the subsidiary is situated at 
Escorts House, 26 Davis Road, Lahore.

2 BASIS OF PREPARATION

This condensed interim consolidated financial information of the Group ("financial statements") is un-audited and 
have been prepared in accordance with the requirements of the approved Accounting Standards as applicable in 
Pakistan relating to interim Financial Reporting. These financial statements do not include all the information 
required for full annual financial statements, and should be read in conjunction with the financial statements of the 
Group for the year ended 30 June 2008.   

3 ACCOUNTING POLICIES

The accounting policies applied for the preparation of these financial statements are the same as those applied in 
preparation of the annual audited consolidated financial statements of the Group for the year ended 30 June 
2008.

4 ESTIMATES

The preparation of financial statements requires management to make judgments, estimates and assumption 
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 signifciant judgements made by management in 
applying the Company's accounting policies and the key sources of estimation uncertainty were the same as 
those that were applied to the financial statements of the groupt for the year ended 30 June 2008.

5 BASIS OF CONSOLIDATION

The basis of consolidation for the preparation of this financial statements are the same as those followed in 
preparation of the annual audited consolidated financial statements of the Group for the year ended 30 June 
2008.

31 December 2008
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31-Dec-08

31-Dec-08

8.1 These include Rs. Nil (30 June 2008 Rs. 1,401,417,949) investment in shares sold in future market with 
settlement dates subsequent to period end.

8.2 During the period the Company has reclassified its investment portfolio of listed securities as at 01 July 
2008 valuing Rs 112.848 million from "Held for Trading" to "Available for sale" category.

8.3 SURPLUS/(DEFICIT) ON REVALUATION OF INVESTMENTS

31-Dec-08

8.4 The Karachi Stock Exchange (Guarantee) Limited (“KSE”) placed a “Floor Mechanism” on the market 
value of securities based on the closing prices of securities prevailing as on August 27, 2008. Under the 
“Floor Mechanism“, the individual security price of equity securities could vary within normal circuit 
breaker limit, but not below the floor price level. The mechanism was effective from 28 August 2008 and 
remained in place until 15 December 2008. Consequent to the introduction of “Floor Mechanism” by KSE, 
the market volume declined significantly during the period from 27 August 2008 to 15 December  2008. 
There were lower floors on a number of securities at 31 December 2008. The equity securities have been 
valued at prices quoted on the KSE on 31 December 2008.

Furthermore, Securities and Exchange Commission of Pakistan ("SECP") vide notification SRO 150 
(1)/2009 dated 13 February 2009 has allowed that the impairment loss, if any, recognized as on 31 
December 2008 due to valuation of listed equity investments held as “Available for Sale’ to quoted market 
prices may be shown under the equity.  The amount taken to equity including any adjustment/effect for 
price movements shall be taken to Profit and Loss Account on quarterly basis during the year ending 31 
December 2009. The amount taken to equity at 31 December 2008 shall be treated as a charge to Profit 
and Loss Account for the purposes of distribution as dividend.
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The impairment loss based on market values as at 31 December 2008 has been determined at Rs 
113.449 million. In view of the “Floor Mechanism” as explained above and current economic conditions in 
the country, the management believes that these are “rare circumstances’’ and the plunge in equity 
markets cannot be considered to be a fair reflection of equity values. Therefore recognition of impairment 
for ‘Available for Sale’ equity securities through Profit and Loss account will not reflect the correct financial 
performance of the Company.

The recognition of impairment loss based on market values as at 31 December 2008 would have had the 
following effect on these condensed interim financial information:

2008

9 SHORT TERM PLACEMENTS

31-Dec-08

This represents clean placements with financial institution  and carries mark-up 18.5% per annum (2008: 
11% per annum).

9.1

31-Dec-08

9.2 Securities held as collateral - Market Value

These represent secured placements for a maximum period of upto 70 working days and carry mark-up 
ranging from 17% to 20% per annum (2008: 10.20% to 17.19%)
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11.1 Contingencies

11 CONTINGENCIES AND COMMITMENTS

There is no material change in the status since the last audited published financial statements of the 
group for the year ended 30 June 2008.

11.2 Commitments

31-Dec-08

31-Dec-0731-Dec-0831-Dec-0731-Dec-08

RupeesRupeesRupeesRupees

Quarter ended Half year ended

12 RETURN ON INVESTMENTS

10 TERM FINANCE CERTIFICATES

31-Dec-08

Capital gain on investments
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TRANSACTIONS WITH RELATED PARTIES 

The related parties and associated undertakings comprise, local associated companies, staff retirement funds, 
directors and key management personnel. Transactions with related parties and associated undertakings other 
than remuneration and benefits to key management personnel under the term of employment are as follows:

13

31-Dec-08 31-Dec-07

31-Dec-08 30-Jun-08
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Chief Executive Director

This condensed interim consolidated information was authorized for issue on 28th February 2009 by the 
Board of Directors of the Group.

financial 
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