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Directors’ Review
For the half year ended December 31, 2009

The Board of Directors of Standard Chartered Services of Pakistan (Private) Limited, the management
company of Standard Chartered Modaraba is pleased to present the unaudited accounts for the Six
months period ended December 31, 2009.

1. Economic Outlook

The year 2009 ended on a positive note for Pakistan. The economic recovery, albeit slow, is gaining
momentum and is built on strong fundamentals. Pakistan entered a USD 11.3bn IMF Stand-By Arrangement
(SBA) in November 2008, when it faced a balance-of-payments crisis after official FX reserves dwindled
to USD 6bn (0.8 months of import cover) and the Pakistani rupee (PKR) lost 28% of its value in 2008.
Since then, policy makers have undertaken difficult and unpopular reforms, including reducing power
subsidies, raising taxes and maintaining tight monetary policy to reduce the large fiscal and external
deficits. The successful implementation of these measures has helped to tackle inflation, build up the
FX reserves and restore investor confidence. FX reserves have strengthened to USD 15bn end of 2009
(from USD 6.6bn in 2008), helping to stabilise the PKR, which depreciated by 6% in 2009 after weakening
by 28% in 2008. The stable currency has helped to bring down inflation, which slowed to 10.5% y/y in
December 2009 from 23.3% in December 2008. This gave the central bank room to cut the policy rate
by 250bps to 12.5% by end 2009. Manufacturing output has also picked up, rising by 2.6% y/y in Q4-
2009 after declining by 7% in first three quarters of 2009.

The IMF Board endorsed the government’s progress in implementing key fiscal and exchange rate
reforms, releasing USD 1.2bn after a successful third IMF staff review. The reforms aim to address the
most severe constraints on economic growth, including a debilitating power crisis and limited government
resources due to low tax collection. The focus is on creating fiscal room for the government to increase
investment spending to support growth. The measures are also expected to limit the accumulation of
public debt, which rose to nearly USD 100bn (56.8% of GDP) at end-FY09 (ended 30 June 2009) from
USD 78bn (54.1% of GDP) in FYO7. Encouraged by the reforms, the World Bank has also pledged USD
6.5bn in soft loans to Pakistan over the 2010-13 period.

Fiscal reforms, including the removal of power subsidies and the introduction of VAT, are expected to
increase the government’s fiscal room by nearly 3% of GDP (USD 5.3bn) in the FY11 budget. This will
not only limit the build-up of public debt, but will also provide the government with valuable resources
to increase investment spending. Power-sector reforms will bring 2,200MW of additional power online
in 2010, ending the debilitating power crisis that has hit manufacturing output and paralysed economic
activity. GDP growth is expected to accelerate to 4% y/y in FY11 from 2.5% in the current fiscal year.
However, the recovery faces strong headwinds from the uncertain political and security environment.
Inflationary pressures have also resurfaced and will force the central bank to maintain a tight monetary
stance, keeping the recovery weak in the near term.

2. Financial Highlights

Financial results are summarized as under: Six months ended
December 31
2009 2008
Rupees in thousand

Net Investment in ljarah Finance / Sukuk Certificates/ Murabahah 3,387,466 3,014,377
Receivable

Certificate Holders’ Equity 886,788 882,970
Revenues 197,204 209,936
Operating Expenses 22,080 21,079
Financial Charges 120,237 116,901
Net Profit 38,053 63,251
3. Review of Operations

During the period under review the Modaraba’s net profit before taxation reduced by 35.26% to Rs.
40.95 million as compared to Rs. 63.25 million during the corresponding period of last year mainly due
to adoption of IFAS-2 “ljarah” as stated in note 2.4 of the condensed interim financial statements. If the
Modaraba had continued to account for ljarah contracts as finance leases its net profit before taxation
would have been higher by 24.54% to Rs. 81.08 million as compared to Rs. 65.10 million during the
corresponding period last year. The portfolio of ljarah finance, Murabahah finance and Sukuk investment
stood at Rs. 3,387 million compared to Rs. 3,014 million for the corresponding period last year, showing
an increase of 12.38%.

The growth in the business is driven mainly by effective marketing approach with selective clientele
operating in stable industrial segments leading to better returns. The asset portfolio has a good mix of
multi-nationals, large and medium sized local corporate and selective SME relationships.

Standard Chartered Modaraba has a well diversified asset portfolio comprising of plant & machinery,
motor vehicles and equipment. Moreover, Modaraba’s sector wise exposure is closely monitored and
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exposure is not beyond 20% in any industrial segment. During the period under review, Modaraba booked
fresh disbursements to the tune of Rs. 688 million under various segments compared to Rs. 779 million
during the corresponding period last year. Despite a sizeable business pipeline, your Modaraba adopted
a cautious and selective approach given the prevalent market conditions and the anticipated slow down
of the economy.

We will continue to place emphasis on customer service with focus on quality clients.

4. Credit Rating

The Pakistan Credit Rating Agency Limited (PACRA) has maintained the ratings of your Modaraba as
AA+ (Double A plus) and A1+ (A one plus) for long-term and short-term respectively. These ratings indicate
low expectation of credit risk and very strong capacity for timely payment of financial commitments.
5. Acknowledgement

The Board appreciates the support of regulatory authorities, certificate-holders, customers and business
partners and look forward to their support in future.

The Board also acknowledges the commendable efforts of the staff members of Standard Chartered
Modaraba without which the Modaraba’s success could not have been possible.

Badar Kazmi
Chairman

February 22, 2010
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Auditors’ Review Report
For the half year ended December 31, 2009

AUDITORS’ REPORT TO THE CERTIFICATE HOLDERS ON REVIEW OF CONDENSED INTERIM
FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying condensed interim balance sheet of Standard Chartered Modaraba
as of December 31, 2009 and the related condensed interim profit and loss account, condensed interim
statement of comprehensive income, condensed interim cash flow statement and condensed interim
statement of changes in equity together with the notes forming part thereof (here-in-after referred to as
the condensed interim financial information) for the half year then ended. Standard Chartered Services
of Pakistan (Private) Limited is responsible for the preparation and presentation of this condensed interim
financial information in accordance with approved accounting standards as applicable in Pakistan. Our
responsibility is to express a conclusion on this condensed interim financial information based on our
review. The figures of the condensed interim profit and loss account for the quarters ended December
31, 2008 and 2009 have not been reviewed as we are required to review only the cumulative figures for
the half year ended December 31, 2009. The financial statements of the Modaraba for the year ended
June 30, 2009 and half year ended December 31, 2008 were audited and reviewed respectively by
another auditor whose reports dated September 25, 2009 and February 27, 2009 expressed an unqualified
opinion/conclusion on those financial statements.

Scope of Review

We conducted our review in accordance with the 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 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 as of and for the half year ended December 31, 2009 is not

prepared, in all material respects, in accordance with approved accounting standards as applicable in
Pakistan.

A.F. Ferguson & Co.
Chartered Accountants

Dated: February 22, 2010

Karachi.
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Standard Chartered Modaraba
Condensed Interim Balance Sheet (Unaudited)
As at December 31, 2009

Note

ASSETS

Current assets

Cash and bank balances

ljarah rentals receivable

Advances, deposits, prepayments and other receivables
Short-term Murabaha receivable

Current portion of Diminishing Musharika

Current portion of investment in Sukuk certificates 4
Current portion of net investment in ljarah finance 5
Taxation recoverable

Total current assets

Non-current assets

Loans and advances to executives

Long-term portion of Diminishing Musharika

Long-term portion of investment in Sukuk certificates 4
Long-term portion of net investment in ljarah finance 5
liarah assets

Fixed assets in own use 6
Total non-current assets

Total Assets
LIABILITIES AND EQUITY

Current liabilities

Musharika finance 7
Murabaha finance

Current maturity of security deposits

Creditors, accrued and other liabilities

Advance ljarah rentals received

Current portion of redeemable capital

Deferred Murabaha income

Unclaimed profit distribution

Total current liabilities

Non-current liabilities

Long-term portion of security deposits
Long-term portion of redeemable capital
Total non-current liabilities

Total Liabilities
Certificate holders' equity

Certificate capital

Authorised certificate capital
50,000,000 (June 30, 2009: 50,000,000)
certificates of Rs 10 each

Issued, subscribed and paid-up certificate capital
28,500,000 (June 30, 2009: 28,500,000) certificates of
Rs. 10 each issued as fully paid in cash

16,883,530 (June 30, 2009: 16,883,530) certificates of
Rs. 10 each issued as fully paid bonus

Statutory reserves
Unappropriated profit

CONTINGENCIES AND COMMITMENTS 8

(Un-audited) (Audited)
December 31, June 30,
2009 2009

Rupees Rupees
68,978,399 42,741,602
41,801,685 18,870,752
2,117,457 39,881,274
131,567,123 136,053,809
687,634 544,204
20,535,716 13,392,858
674,785,406 762,896,707
8,712,556 8,354,708
949,185,976 1,022,735,914
205,273 274,419
22,494,600 18,574,983
38,214,284 58,482,142
647,124,997 966,599,037
1,875,238,644 1,366,866,901
3,632,004 3,649,699

2,586,909,802

2,414,447,181

3,536,095,778

3,437,183,095

74,217,339 232,514,635
100,000,000 130,000,000
54,165,198 69,754,049
124,440,387 127,235,236
79,619,892 57,219,026
1,765,914,619 | | 1,411,261,852
- 4,840,932

24,389,733 19,970,920
2,222,747,168 2,052,796,650
300,690,198 ‘ | 296,348,546
125,870,000 164,420,000
426,560,198 460,768,546

2,649,307,366

2,513,565,196

500,000,000 500,000,000
285,000,000 285,000,000
168,835,300 168,835,300
453,835,300 453,835,300
379,924,092 372,313,424

53,029,020 97,469,175
886,788,412 923,617,899

3,536,095,778

3,437,183,095

The annexed notes from 1 to 16 form an integral part of these condensed interim financial statements.

For Standard Chartered Services of Pakistan (Private) Limited

(Management Company)

Badar Kazmi Syed Zaheer Mehdi
Chairman Chief Executive
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Standard Chartered Modaraba

Condensed Interim Profit and Loss Account (Unaudited)
For the half year and quarter ended December 31, 2009

liarah finance income

liarah rentals earned

Profit on Sukuk certificates
Income on Murabaha transactions
Income on deposits with bank

Financial charges

Depreciation on assets under ljarah
arrangements

Reversal / (provision) in respect of ljarah

finances
Provision in respect of Sukuk certificates

Other income

Operating expenses

Modaraba management company fee
Profit for the period before taxation
Provision for workers® welfare fund

Taxation
Profit for the period after taxation

Other comprehensive income / (loss) for
the period

Total comprehensive income / (loss) for
the period

Earnings per certificate

Note

4.1

10

Half year ended

Quarter ended

December 31, December 31,
2009 2008 2009 2008
(Restated) (Restated)

Rupees Rupees Rupees Rupees
103,803,049 174,500,473 52,694,918 95,025,925
286,005,859 44,167,723 156,886,908 12,745,979
1,471,903 5,789,378 690,472 2,878,096
4,840,932 12,121,086 - 7,925,491
3,557,506 470,372 2,160,012 400,412
399,679,249 237,049,032 212,432,310 118,975,903
(120,237,349)  (116,900,953)  (59,246,906) (62,447,065)
(206,028,898) (32,349,876)  (113,273,176) (9,274,577)
73,413,002 87,798,203 39,912,228 47,254,261
613,500 (1,678,174) - (1,653,719)
(10,000,000) - (9,000,000) -
64,026,502 86,120,029 30,912,228 45,600,542
3,553,457 5,237,274 2,228,194 3,589,483
(22,079,598) (21,078,637)  (12,350,023) (9,956,811)
45,500,361 70,278,666 20,790,399 39,233,214
(4,550,036) (7,027,867) (2,079,040) (3,923,321)
40,950,325 63,250,799 18,711,359 35,309,893
(2,896,987) - (2,896,987) -
38,053,338 63,250,799 15,814,372 35,309,893
38,053,338 63,250,799 15,814,372 35,309,893
0.84 1.39 0.35 0.78

The annexed notes from 1 to 16 form an integral part of these condensed interim financial statements.

For Standard Chartered Services of Pakistan (Private) Limited
(Management Company)

Badar Kazmi
Chairman

Syed Zaheer Mehdi

Chief Executive

Cyrus J. Masani
Director
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Standard Chartered Modaraba

Condensed Interim Cash Flow Statement (Unaudited)

For the half year ended December 31, 2009

Half year ended

Half year ended

Note December %elcggnol?r
31,2009 (Reétated)
CASH FLOW FROM OPERATING ACTIVITIES Rupees Rupees
Profit for the period 38,053,338 63,250,799
Adjustments for non-cash charges and other items:
Depreciation on fixed assets in own use 489,509 698,570
Depreciation on fixed assets under ljarah arrangements 206,028,898 32,349,877
Loss on disposal of fixed assets 71,326 -
Profit on disposal of assets under ljarah arrangements (26,682) -
(Reversal)/ provision in respect of ljarah finances (613,500) 1,678,174
Provision in respect of Sukuk certificates 10,000,000 -
Profit on Sukuk certificates (1,471,903) (5,789,378)
Income on deposits with bank (3,557,506) (470,372)
Profit on:
- Redeemable capital 103,982,814 41,904,157
- Murabaha finance 10,728,915 -
- Musharika finances 2,354,291 74,993,081
327,986,162 145,364,108
366,039,500 208,614,907
(Increase) / decrease in operating assets
Advances, deposits, prepayments and other receivables 37,645,569 40,934,051
ljarah rentals receivable (22,930,933) (9,971,537)
Murabaha finance 4,486,686 (103,526,952)
Diminishing musharika (4,063,047) (4,740,665)
Investment in Sukuk certificates 3,125,000 -
Purchase of assets under ljarah arrangements (725,950,939) (537,477,603
Proceeds from disposal of assets under ljarah arrangements 11,576,981 -
Investment in ljarah finance -net 408,198,841 538,886,952
Loans and advances to executives 69,146 (26,057)
(287,842,696) (75,921,811)
Increase / (decrease) in operating liabilities
Creditors, accrued and other liabilities 5,333,404 6,268,624
Advance ljarah rentals received 22,400,866 18,142,900
Deferred Murabaha income (4,840,932) 2,743,651
Security deposits (11,247,199) 10,332,866
11,646,139 37,488,041
89,842,943 170,181,137
Profit received / (paid) on:
- Sukuk certificates 1,590,151 1,547,158
- Redeemable capital (103,158,336) (45,429,638)
- Murabaha finances (8,667,616) -
- Musharika finances (13,368,320) (42,708,165)
Taxes paid (357,849) (47,037)
(123,961,970) (86,637,682)
Net cash generated from operating activities (34,119,027) 83,543,455
CASH FLOW FROM INVESTING ACTIVITIES
Fixed capital expenditure (618,140) (405,995)
Proceeds from disposal of fixed assets 75,000 -
Income on deposits with bank 3,557,506 470,372
Net cash (used in) / generated from investing activities 3,014,366 64,377
CASH FLOW FROM FINANCING ACTIVITIES
Redeemable capital less repayments 316,102,766 (11,171,452)
Murabaha finances less repayments (30,000,000) -
Profit paid to certificate holders (70,464,012) (53,103,863)
Net cash generated from / (used in) financing activities 215,638,754 (64,275,315)
Increase in cash and cash equivalents 184,534,093 19,332,517
Cash and cash equivalents at the beginning of the period (189,773,033) (973,021,280)
Cash and cash equivalents at the end of the period 11 (5,238,940) (953,688,763)

The annexed notes from 1 to 16 form an integral part of these condensed interim financial statements.

For Standard Chartered Services of Pakistan (Private) Limited
(Management Company)

Badar Kazmi
Chairman

Syed Zaheer Mehdi
Chief Executive

Cyrus J. Masani
Director
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Standard Chartered Modaraba
Condensed Interim Statement of Changes in Equity (Unaudited)
For the half year ended December 31, 2009

Certificate  Premiumon  Statutory Unappropriated  Total

capital modaraba reserve profit
certificates
Rupees Rupees Rupees Rupees Rupees

Balance as at June 30, 2008 453,835,300 55,384,700 296,148,913 86,963,580 892,332,493
Profit distribution for 2008 @ Rs. 1.6
per certificate - - - (72,613,648) (72,613,648)
Profit after taxation for the half year

ended December 31, 2008 - - - 65,099,725|| 65,099,725
Impact arising on account of adoption

of IFAS 2 as disclosed in note 2.4 - - - (1,848,927)(| (1,848,927)
Profit after taxation for the half year

ended December 31, 2008-restated - - - 63,250,798 63,250,798
Transfer to statutory reserve - - 13,019,945/ (13,019,945)| -
Impact arising on account of adoption

of IFAS 2 as disclosed in note 2.4 - - (369,785) 369,785 -
Transfer to statutory reserve-restated - - 12,650,160 (12,650,160) -
Balance as at December 31, 2008 453,835,300 55,384,700 308,799,073 64,950,570 882,969,643
Balance as at June 30, 2009 453,835,300 55,384,700 316,928,724 97,469,175 923,617,899
Profit distribution for 2009 @ Rs. 1.65

per certificate - - - (74,882,825) (74,882,825)
Profit after taxation for the half year

ended December 31, 2009 - - - 38,053,338 38,053,338
Transfer to statutory reserve - - 7,610,668 (7,610,668) -
Balance as at December 31, 2009 453,835,300 55,384,700 324,539,392 _ 53,029,020 886,788,412

The annexed notes from 1 to 16 form an integral part of these condensed interim financial statements.

For Standard Chartered Services of Pakistan (Private) Limited
(Management Company)

Badar Kazmi Syed Zaheer Mehdi Cyrus J. Masani
Chairman Chief Executive Director
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Standard Chartered Modaraba
Notes to and forming part of the Condensed Interim Financial Statements (Unaudited)

For the half year ended December 31, 2009

2.1

2.2

2.3

2.4

STATUS AND NATURE OF BUSINESS

Standard Chartered Modaraba (the Modaraba) was formed under the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980 and the Rules framed there under and is
managed by Standard Chartered Services of Pakistan (Private) Limited. The Management Company
is a wholly owned subsidiary of Standard Chartered Bank (Pakistan) Limited. The address of its
registered office is Standard Chartered Bank Building, I. I. Chundrigar Road, Karachi, Pakistan.

The Modaraba is a perpetual modaraba and is primarily engaged in leasing of plant, machinery,
motor vehicles (both commercial and private), computer equipment etc. The Modaraba may also
invest in commercial and industrial ventures suitable for the Modaraba. The Modaraba is listed on
the Karachi and Lahore Stock Exchanges.

BASIS OF PREPARATION
Statement of compliance

These condensed interim financial statements have been prepared in accordance with approved
accounting standards as applicable in Pakistan. Approved accounting standards comprise of such
International Financial Reporting Standards (IFRS) issued by the International Accounting Standards
Board as are notified under the Companies Ordinance, 1984, the requirements of Companies
Ordinance, 1984, the Modaraba Companies and Modaraba (Floatation and Control) Ordinance,
1980, Modaraba Companies and Modaraba Rules, 1981 and directives issued by the Securities
and Exchange Commission of Pakistan (SECP). Wherever the requirements of Companies Ordinance,
1984, the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980, the
Modaraba Rules, 1981 and directives issued by SECP differ with the requirements of IFRS, the
requirements of the Companies Ordinance, 1984, the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980, the Modaraba Rules, 1981 or directives issued by SECP
prevail.

These condensed interim financial statements are un-audited. However, a limited scope review has
been performed by the external auditors in accordance with the requirements of clause (xxi) of the
Code of Corporate Governance.

Islamic Financial Accounting Standards - 1

The Securities and Exchange Commission of Pakistan notified the Islamic Financial Accounting
Standard 1 (IFAS-1) issued by the Institute of Chartered Accountants of Pakistan relating to
accounting for Murabaha transaction undertaken by a bank / financial institution, effective for
financial periods beginning on or after January 1, 2006. The standard had not been adopted by
the Modaraba pending resolutions of certain issues, e.g. invoicing of goods, recording of inventories,
etc. During the current period, the Modaraba has adopted IFAS-1 after obtaining certain clarifications
in respect of afore-mentioned issues from the Shariah advisor of the Modaraba Association of
Pakistan. However, the adoption of the above standard does not have any impact on the presentation
of the Modaraba's condensed interim financial statements for the half year ended December 31,
2009.

Islamic Financial Accounting Standards - 2

During the year ended June 30, 2008, Islamic Financial Accounting Standard 2 'ljarah’ issued by
the Institute of Chartered Accountants of Pakistan which was notified by the Securities and Exchange
Commission of Pakistan vide an SRO 431(1)/ 2007 dated May 5, 2007. Under the above IFAS 2,
the ‘ljarah’ transactions shall be accounted for in the following manner:

- Mujir (lessors) shall present the assets subject to ljarah in their balance sheet according to
the nature of the asset, distinguished from the assets in own use.

- Costs, including depreciation on the assets given on ljarah, incurred in earning the ljarah
income shall be recognized as an expense.

- ljarah income shall be recognized in income on an accrual basis as and when the rental
becomes due, unless another systematic basis is more representative of the time pattern in
which the benefit of the use derived from the leased asset is diminished.

The above IFAS was operative for financial statements covering the period beginning on or after
July 1, 2007 and is required to be followed on those ljarahs which commence after the above
mentioned date. However, vide its letter No. SC/ M/ RW/ SCM /2009 dated March 9, 2009, SECP
allowed that in case of Modarabas, IFAS-2 shall be applied for ljarah transactions executed on or
after July 1, 2008.
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Standard Chartered Modaraba
Notes to and forming part of the Condensed Interim Financial Statements (Unaudited)
For the half year ended December 31, 2009

3.1

3.11

3.1.2

3.2

Consequently, in preparation of these condensed interim financial statements the Modaraba has
accounted for leasing transactions executed before July 01, 2008 as finance leases consistent
with prior years and has treated the leasing transactions executed on or after July 01, 2008 in
accordance with the requirements of IFAS 2.

The above directive of SECP requiring all modarabas to account for new leases in accordance with
IFAS 2 with effect from July 1, 2008 was issued on March 9, 2009 after publication of the Modaraba's
condensed interim financial statements for the half year ended December 31, 2008. As a result
the above change could not be incorporated in the condensed interim financial statements for the
half year ended December 31, 2008. However, the financial statements for the year ended June
30, 2009 incorporated the requirements of IFAS 2 with effect from July 1, 2008. Accordingly, the
comparative information of the condensed interim profit and loss account, condensed interim cash
flow statement and condensed interim statement of changes in equity for the quarter and half year
ended December 31, 2008 have been restated. The above change has also resulted in restatement
of earnings per certificate for the period ended December 31, 2008.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these condensed interim financial statements
are the same as those applied in the preparation of the annual audited financial statements of the
Modaraba for the year ended June 30, 2009 except for the changes mentioned below:

IAS 1 (revised), ‘Presentation of financial statements’. The revised standard prohibits the presentation
of items of income and expenses (that is, ‘non-owner changes in equity’) in the statement of
changes in equity. It requires non-owner changes in equity to be presented separately from owner
changes in equity. All non-owner changes in equity are required to be shown in a performance
statement, but entities can choose whether to present one performance statement (the statement
of comprehensive income) or two statements (the income statement and statement of comprehensive
income). Where entities restate or reclassify comparative information, they are required to present
a restated statement of financial position as at the beginning comparative period, in addition to
the current requirement to present statements of financial position at the end of the current period
and the comparative period.

The Modaraba has applied IAS 1 (revised) from July 1, 2009, and has chosen to present all non-
owner changes in equity in one performance statement - statement of comprehensive income
(profit and loss account). The Modaraba does not have any items of income and expenses
representing other comprehensive income. Accordingly, the adoption of the above standard does
not have any significant impact on the presentation of the Modaraba's condensed interim financial
statements and does not require the restatement or reclassification of comparative information.
As the change in accounting policy only impacts presentation aspects, there is no impact on
earnings per certificate.

IFRS 8, 'Operating segments' became effective for annual periods beginning on or after January
1, 2009. IFRS 8 replaces IAS 14, ‘Segment reporting’. The new standard requires a ‘'management
approach’, under which segment information is presented on the same basis as that used for
internal reporting purposes. The adoption of this standard has not resulted in identification of any
new reportable segment.

The following new standards and amendments to existing standards are mandatory for the first
time for the financial year beginning July 1, 2009:

IAS 39 (amendment), ‘Financial instruments: Recognition and measurement’. The amendment was
part of the IASB’s annual improvements project published in May 2008. The definition of financial
asset or financial liability at fair value through profit or loss as it relates to items that are held for
trading was amended. This clarifies that a financial asset or liability that is part of a portfolio of
financial instruments managed together with evidence of an actual recent pattern of short-term
profit taking is included in such a portfolio on initial recognition. The adoption of the amendment
did not have a significant impact on the Modaraba's condensed interim financial statements.

IFRS 7 (amendment) ‘Financial instruments: Disclosures’. The amendment requires enhanced
disclosures about fair value measurement and liquidity risk. In particular, the amendment requires
disclosure of fair value measurements by level of a fair value measurement hierarchy. The adoption
of the amendment results in additional disclosures, which would be detailed in the financial
statements for the year ending June 30, 2010, but does not have an impact on the Modaraba's
financial position or performance.
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Standard Chartered Modaraba
Notes to and forming part of the Condensed Interim Financial Statements (Unaudited)
For the half year ended December 31, 2009

There are other standards, amendments and interpretations that were mandatory for accounting
periods beginning on or after July 1, 2009 but were considered not to be relevant or did not have
any significant effect on the Modaraba's operations.

(Un-audited) (Audited)
Note December 31, June 30,
4. INVESTMENT IN SUKUK CERTIFICATES 2009 2009
- Held to maturity Rupees Rupees
4.1. Investment in Sukuk Certificates 68,750,000 71,875,000
Less: Provision for doubtful Sukuk Certificates 41.1 10,000,000

58,750,000 71,875,000

Less : Current portion of investment in Sukuk
Certificates 20,535,716 13,392,858
38,214,284 58,482,142

4.1.1 As at December 31, 2009, profit of Sukuk certificates of Shahraj Fabrics (Private) Limited was
overdue by 374 days. In accordance with the requirements of the Prudential Regulations for
Modaraba, the investment has been classified under the category 'sub-standard" and the
management has made a provision of 20 percent of the outstanding balance as at December
31, 2009. In addition, the management has also suspended the amount of profit.

4.2. Particulars of investment in Sukuk Certificates

Name of Company Rate Term Amount

(Rupees)
Security Leasing Corporation Limited 14.61% 5 years 18,750,000
Shahraj Fabrics (Private) Limited 14.56% 5 years 40,000,000

(Un-audited) (Audited)

December 31, June 30,

2009 2009

5. NET INVESTMENT IN IJARAH FINANCE Rupees Rupees

ljarah contracts commencing upto 30 June 2008 - 1,321,910,403 1,729,495,744
accounted for as finance leases

Less: Current portion of net investment in ljarah finance 674,785,406 762,896,707

647,124,997 966,599,037

December 31, 2009 June 30, 2009
Not later than  Later than one Not later than Later than one
one year and less than Total one year and less than Total
five years five years
Rupees

720,646,890 488,551,009 1,209,197,899 864,727,156 828,599,478 1,693,326,634
Instalment contract receivables 78,087,800 219,148,108 207,236,088 _102,020,961 258,504,952 360,615,913
Add: Residual value 798,734,780 707,699,207 1,506,433,987 966,748,117 1,087,194,430 2,053,042,547

111,617,974 60,574,210 172,192,184 196,117,285 120,595,393 316,712,678
4,080,539 - 4,080,539 4,694,039 - 4,694,039
8,250,861 - 8,250,861 3,040,086 - 3,040,086

674,785,406 647,124,997 1,321,910,403 762,896,707 966,599,037 1,729,495,744

Less: Unearned finance income
Allowance for potential ljarah losses
Mark-up held in Suspense

(Un-audited) (Audited)
December 31,  June 30,

2009 2009
5.1 Allowance for potential ljarah losses Rupees Rupees

Balance at beginning of the period / year 4,694,039 2,122,551
Specific provision reversed during the period (119,259) (94,206)
General provision / (reversal of provision)
during the period (494,241) 2,665,694

(613,500) 2,571,488

4,080,539 4,694,039
Specific provision 224,156 343,415
General provision 3,856,383 4,350,624

4,080,539 4,694,039
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Standard Chartered Modaraba
Notes to and forming part of the Condensed Interim Financial Statements (Unaudited)
For the half year ended December 31, 2009

8.1

8.2

10.

(Un-audited) (Un-audited)
December 31, December 31,
2009 2008
Rupees Rupees
FIXED ASSETS IN OWN USE
Additions at cost during the period
- Furniture and fittings 128,740 -
- Computer equipment 489,400 405,995
618,140 405,995
Disposals at cost during the period
- Computer equipment 1,315,598 -
(Un-audited) (Audited)
December 31, June 30,
2009 2009
Rupees Rupees
MUSHARIKA FINANCE
Musharika with :
- an associated undertaking - secured 74,217,339 232,514,635

The total facility for musharika finance available from Standard Chartered Bank (Pakistan) Limited
amounts to Rs. 1,200 million (June 30, 2009: Rs. 1,200million). The estimated share of profit
payable on this facility ranges from Rs. 0.3721 to Rs. 0.3907 (June 30, 2009: Rs.0.3918 to Rs.
0.4849) per rupee one thousand per day. The facility is secured against hypothecation over the
moveable leased out assets of the Modaraba.

CONTINGENCIES AND COMMITMENTS

During the year 2000-2001, the Sales Tax Department had issued a show cause notice to the
Modaraba in which it was alleged that during July 1997 to June 2000, the Modaraba had received
a total amount of Rs.364,882,919 on which sales tax was due. However, no specific amount in
respect of the alleged sales tax liability was mentioned in the show cause notice. By an order dated
29 January 2002, the Collector, Collectorate of Customs, Sales Tax and Central Excise decided
the case against the Modaraba to the extent that the liabilities towards sales tax should be
determined on the basis of amount received after 16 June 1998. The department has not determined
the liability under this order and no demand notice has been issued so far. An appeal against this
order was filed before the Appellate Tribunal (AT) and after hearing the case AT was pleased to
allow the appeal and set aside the order passed against the Modaraba. In view of the decision of
the Tribunal in favour of the Modaraba, no provision has been made in these condensed interim
financial statements in respect of the afore-mentioned matter.

An agreement was executed between Haleeb Foods and a consortium of financial institutions. As
per terms of the agreement, Meezan Bank Limited had to provide Inland Usance L/C facility of
PKR 213.6 Million to Haleeb Food Limited on behalf of all the participating institutions for procurement
of packaging material from Tatra Pack. The Modaraba's assigned limit was Rs.12.00 Million
calculated on the basis of pro rata share. The Modaraba's outstanding balance of this facility was
11.85 Million as at December 31, 2009. The facility will expire in September 2010.

PROVISION FOR WORKERS" WELFARE FUND

The Finance Act 2008 made certain changes to Workers' Welfare Fund Ordinance, 1971. Through
these amendments Workers' Welfare Fund (WWF) is payable @ 2% on the higher of the profit
before taxation as per the financial statements or return of income. During the current period, the
management has made a provision of Rs. 2.9 million (including an amount of Rs. 2.08 million
relating to the prior year ended June 30, 2009) in respect of this liability.

TAXATION

As per the Second Schedule to the Income Tax Ordinance, 2001, the income of a non-trading
modaraba is exempt from income tax provided that it distributes 90% of its profits to its certificate
holders for the year after making appropriation for statutory reserves. The modaraba intends to
avail this exemption by distributing 90% of its profits to its certificate holders after making appropriation
for statutory reserves. Accordingly, no provision in respect of current and deferred tax has been
made in these condensed interim financial statements.
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Standard Chartered Modaraba
Notes to and forming part of the Condensed Interim Financial Statements (Unaudited)

For the half year ended December 31, 2009

11. CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the cash flow statement comprise of the following balance
sheet amounts:

December 31, December 31,
2009 2008
Rupees Rupees
Cash and bank balances 68,978,399 15,444,667
Musharika Finance (74,217,339) (969,133,430)
(5,238,940) (953,688,763)

12. RELATED PARTIES TRANSACTIONS

The related parties of the Modaraba comprise of holding company, management company, fellow
subsidiary, staff retirement funds, directors and key management personnel. Transactions with
related parties other than remuneration and benefits to key management personnel (which are
employed by the management company) under the terms of their employment are as follows:

Half year ended
December 31,

2009 2008
(Un-audited) (Un-audited)
(Restated)
Rupees Rupees
Holding company
Lease rentals received 4,242,566 4,205,728
Profit on musharika finance 2,354,291 74,993,081
Profit on deposit account 3,557,506 470,372
Bank charges and commission 3,171,329 3,715
Charge for reimbursement of actual salaries and benefits 2,272,713 2,698,837
Staff retirement benefits funds
Contribution to the staff provident fund 604,493 578,024
Contribution to the staff gratuity fund 503,553 407,734
Management company
Management fee 4,550,036 7,027,867
Other related party
Reimbursement of portion salaries and benefits 757,788 -
Key management personnel remuneration
Salaries and benefits 4,774,308 3,806,640
Contribution to the staff provident fund 308,316 164,664
Contribution to the staff gratuity fund 150,660 144,942
No. of persons 3 2

The Modaraba enters into transactions with related parties for lease of assets, borrowings under
Musharika finances and other general banking services. These transactions are based on a transfer
pricing policy under which all transactions are carried out on agreed terms. The balances with
related parties have been disclosed in the respective notes.

13.  SEGMENT INFORMATION

As per IFRS 8, operating segments are reported in a manner consistent with the internal reporting
used by the chief operating decision-maker. The Chief Executive Officer of the Management
Company has been identified as the chief operating decision-maker, who is responsible for allocating
resources and assessing performance of the operating segments.

The Chief Executive Officer is responsible for the Modaraba’s entire product portfolio and considers
the business to have a single operating segment. The Modaraba’s asset allocation decisions are
based on a single integrated investment strategy and the Modaraba’s performance is evaluated
on an overall basis.
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Standard Chartered Modaraba
Notes to and forming part of the Condensed Interim Financial Statements (Unaudited)

For the half year ended December 31, 2009

14.

15.

16.

The internal reporting provided to the Chief Executive Officer for the Modaraba’s assets, liabilities
and performance is prepared on a consistent basis with the measurement and recognition principles
of approved accounting standards as applicable in Pakistan.

There were no changes in the reportable segments during the period.

The Modaraba is domiciled in Pakistan. All of the Modaraba’s income is from investments in entities
incorporated in Pakistan.

The Modaraba has a diversified product portfolio whereby resources have been allocated.

The Modaraba also has a diversified certificate holder population. As at December 31, 2009, there
were only three (June 30, 2009: three) certificate holders who each held more than 10% of the
Modaraba'’s certificate capital. Their holdings were 10%, 10% and 11.24% (June 30, 2009: 10%,
10% and 11.24%) respectively.

CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified wherever necessary, for the purposes

of comparison and better presentation. Significant rearrangements and reclassifications during the

period are as follows:

- The comparative information of the condensed interim profit and loss account, condensed
interim cash flow statement, condensed interim statement of changes in equity and earnings
per certificate for the quarter and half year ended December 31, 2008 have been restated on
account of reasons explained in note 2.4. The effect of restatement on the condensed interim
profit and loss account is summarised below:

Effect on half Effect on
year ended quarter ended
December 31, December 31,
2008 2008
Rupees Rupees

Increase in ljarah rentals 44,167,723 12,745,979

Increase in depreciation on ljarah assets (32,349,877) (9,274,577)

Decrease in ljarah finance income (13,872,209) (3,168,073)

Increase / (decrease) in modaraba management
company fee 205,436 (30,332)

Net effect (1,848,927) 272,997

(Decrease) / increase in earnings per certificate (0.04) 0.01

GENERAL

Figures have been rounded off to the nearest rupees.

DATE OF AUTHORISATION

These financial statements were authorised for issue on February 22, 2010 by the Board of Directors

of the Management Company.

For Standard Chartered Services of Pakistan (Private) Limited
(Management Company)
Badar Kazmi Syed Zaheer Mehdi Cyrus J. Masani
Chairman Chief Executive Director
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