ZJS

Jahangir Siddiqui & Co. Ltd.
Annual Report 2007



Contents

Abbreviations

Company Information

Financial Highlights

Director’'s Report to the Shareholders
Board of Directors

Notice of Meeting

Statement of Compliance with the Code of Corporate Governance
Review Report to the Members
Auditors’ Report to the Members
Balance Sheet

Profit and Loss Account

Cash Flow Statement

Statement of Changes in Equity
Notes to the Financial Statements
Consolidated Financial Statements
Pattern of Shareholding

Form of Proxy

04

05

06

08

16

23

27

29

30

32

33

34

35

36

75

129



ZJS

Jahangir Siddiqui & Co. Ltd.

MISSION

Our mission is to build
the most diversified and the
highest quality financial services
organisation in Pakistan.
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VISION

Our vision is to empower
every Pakistani with the right
financial solutions.

Annual Report 2007 | 03



VAN

Jahangir Siddiqui & Co. Ltd.

Abbreviations

AEBL American Express Bank Ltd.

CODs Certificate of Deposits

colc Citibank Overseas Investment Corporation Ltd.
COls Certificate of Investments

DSCs Defence Saving Certificates

FRSH Ford Rhodes Sidat Hyder & Co.

GDP Gross Domestic Product

IFRSs International Financial Reporting Standards
IASs International Accounting Standards

IPO Initial Public Offering

JSBL JS Bank Ltd.

JSCL Jahangir Siddiqui & Company Ltd.

JSCML Jahangir Siddiqui Capital Market Ltd.
JSGCL JS Global Capital Ltd.

JSIBL Jahangir Siddiqui Investment Bank Ltd.
JSIL JS International Ltd.

KIBOR Karachi Inter-bank Offer Rate

NBFls Non Banking Financial Institutions

NBFCs Non Banking Finance Companies

PACRA The Pakistan Credit Rating Agency Ltd.
PIBs Pakistan Investment Bonds

PRE-IPO Pre-initial Public Offer

SBP State Bank of Pakistan

SECP Securities and Exchange Commission of Pakistan
TFCs Term Finance Certificates

UTP Unit Trust of Pakistan
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Company Information

Board Of Directors

Mazharul Haq Siddiqui Chairman
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Ali J. Siddiqui Director
Ali Raza Siddiqui Director
Syed Nizam Ahmed Shah Independent Director
Chief Justice (R) Mahboob Ahmed Independent Director
Siraj Ahmed Dadabhoy Independent Director
Adil Matcheswalla Independent Director
Nauzer Aspi Dinshaw Director

Audit Committee
Syed Nizam Ahmed Shah Chairman
Ali J. Siddiqui Member
Ali Raza Siddiqui Member
Farah Qureshi Secretary

Executive Committee
Munaf Ibrahim
Ali J. Siddiqui

Executive Compensation
Committee
Syed Nizam Ahmed Shah
Chief Justice (R) Mahboob Ahmed

Company Secretary
Farah Qureshi

Chief Financial Officer
Kamran Qadir

Auditors
Ford Rhodes Sidat Hyder & Co.
Chartered Accountants

Legal Advisors
Bawaney & Partners
Sayeed & Sayeed

Share Registrar
Technology Trade (Pvt.) Ltd.
241-C, Block-2, P.E.C.H.S., Karachi

Registered Office
6th Floor, Faysal House
Shahra-e-Faisal
Karachi-75530, Pakistan

Website
WWW.jS.com
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ZJS

Jahangir Siddiqui & Co. Ltd.

Financial Highlights

Operating Results

Total revenue

Operating & administrative expenses
Finance cost

Profit before taxation

Profit after taxation **

Per Ordinary Share (Rupees)

Earnings per share**
Breakup value**

Pay outs

- Cash (% of Face Value)
- Bonus %

Assets & Liabilities

Total assets
Current assets
Current liabilities

Financial Position

Equity attributable to equity
holders' of the parent

Ordinary Shares capital

Preference Shares Class 'A'

Reserves**

Ordinary Shares outstanding ('000)

Ratios

Return on Capital Employed
Return on Total Assets
Current Ratio

Interest Cover Ratio

Price Earning ratio

* numbers based on consolidated financial statements.

** excluding minority interests.

Total Assets
and

Current Assets
(Rupees in '000)

40,000,000

36,000,000 {—

32,000,000

28,000,000 |

24,000,000

20,000,000

16,000,000 — B—

12,000,000 = — F—

8,000,000 1 —

oyl B B I If I—
ji B B BB BB N .

Years

Tolal Assels
Current Assets
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2007* 2006* 2005* 2004*
5,394,368 4,178,314 2,484,566 1,488,093
1,412,308 901,645 576,305 342,619
1,148,906 956,090 408,953 130,623
2,831,041 2,320,579 1,499,308 1,014,851
2,250,780 1,671,520 1,117,087 689,133

72.07 47.76 31.92 21.28

337.33 190.93 124.92 99.02
25 25 25 15
100 - - -
36,959,444 20,660,473 13,981,781 8,901,888
27,803,686 15,393,482 11,151,938 7,197,576
17,983,208 10,630,715 6,714,683 3,391,527
11,806,535 6,682,562 4,372,257 3,465,569
350,000 350,000 350,000 350,000
700,000 - - -
10,756,535 6,332,562 4,022,257 3,115,569
35,000 35,000 35,000 35,000
19.06% 25.01% 25.55% 19.89%
6.09% 8.09% 7.99% 7.74%
1.55 1.45 1.66 2.12
2.96 2.75 3.73 6.28
2.58 3.26 2.90 3.70
Parent's Breakup value
Shareholders Equity per share
(Rupees in '000) (Rupees)
Years Years



2003*

1,095,597
283,182
107,266
705,149
550,975

20.32
78.79

15

6,872,430
5,657,732
3,858,721

1,969,819
250,000

1,719,819
25,000

27.97%
8.02%
1.47
6.14
3.54

2002 *

436,718
136,088
133,610
167,020
133,739

6.24
38.07

22

2,280,797
1,923,955
1,108,703

951,713
250,000

701,713
25,000

14.05%
5.86%
1.74
2.00
4.09

Total Revenue
(Rupees in '000)

6,000,000

5,500,000

5,000,000

4,500,000

4,000,000

3,500,000

3,000,000

2,500,000

2,000,000

1,500,000
1,000,000 T — — — —

500,000 — — — — — —pu—

3,000,000

2,700,000

2,400,000

2,100,000

1,800,000

1,500,000

1,200,000

900,000

600,000

300,000

2001 *

532,517
158,867
154,553
219,097
176,517

8.65
34.87

33
20

2,794,896
2,582,403
1,898,733

711,258
204,000

507,258
20,400

24.82%
6.32%

1.36
2.14
3.94

2000 *

304,454
136,688
82,598
85,168
82,600

4.05
44.27

28
25

1,493,289
1,397,460
777,639

602,061
136,000

466,061
13,600

13.72%
5.53%
1.80
2.00
8.64

Profit Before Taxation
and

Profit After Taxation
(Rupees in '000)

1999

274,876
120,244

30,289
124,343
124,236

9.14
41.00

50

729,934
648,274
165,353

557,541
136,000

421,541
13,600

22.28%

17.02%
3.92
5.10
3.28

1998

252,839
121,677
30,229
100,933
100,023

7.80
36.86

47.5

731,434
647,809
223,188

501,305
136,000

365,305
13,600

19.95%

13.67%
2.90
4.31
3.85

Earnings Per Share
(Rupees)

Profit before taxation
[ Profit after taxation
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ZJS

Jahangir Siddiqui & Co. Ltd.

DIRECTORS’' REPORT TO THE SHAREHOLDERS

Dear Shareholder,

We are pleased to present the audited financial statements and results of operations for Jahangir Siddiqui & Co. Ltd.
("JSCL" or the "Company") along with consolidated financial statements of Jahangir Siddiqui & Co. Ltd. (the “Holding
Company”) and its subsidiaries for the financial year ending June 30, 2007".

During the Year, JSCL continued to consolidate its position as Pakistan's fastest growing financial services business.

The Economy

Pakistan reported yet another year of strong economic growth with overall GDP increasing by 7%. The services sector,
which accounts for 53% of GDP, is credited with being the largest contributor to 2007's economic performance. Per
capita income during the Year increased by 11% to approximately US $ 933.0.

The impressive 8% growth in the services sector was led by continued out performance in the telecommunications
sector. The downside, of course, is that growth and investment in this sector has a limited impact on Pakistan's export
competitiveness.

In the agricultural sector, a bumper wheat crop and strong livestock growth led to a 5% increase in output despite
cotton production coming in below target.

The textile sector as a whole continued to come under pressure from global competition and has experienced minimal
growth. However, there remain pockets of growth in selected textile sub-sectors, such as denim; JSCL has a significant
investment in one such business, and it continues to report strong performance.

Weakness in textile exports and the large oil import bill were the major contributors to a widened trade deficit of
US $13.5 billion in 2007. However, a 26% increase in foreign remittances kept the current account deficit at approximately
US $ 7.8 billion (5.4% of GDP). Substantial foreign exchange inflows during the Year of US $ 8.4 billion in the form of
foreign investment made up for the current account deficit; foreign exchange reserves increased to US $ 15.6 billion
from US $ 13.0 billion the prior Year.

The expansionary fiscal stance of the government coupled with rising foreign inflows complicated inflation management.
The State Bank of Pakistan ("SBP") has a difficult task ahead to limit inflation without tempering economic growth.
This year, it has achieved its inflation limiting goals by reducing surplus liquidity in the banking system. While the SBP
has successfully stabilised inflation, food price inflation remains an area that will require further management.

Equity Markets

2007 turned out to be yet another strong year for Pakistan's equity markets. The Karachi Stock Exchange ("KSE") was
one of the best performing markets in the region. Unlike previous years, 2007 witnessed significant foreign funds'
inflows into the local markets on the back of substantial liquidity flows in general into Asian emerging markets.

The KSE-100 Index registered a 38% gain during the Year compared to a 34% gain in 2006. This took the average
5-year annualised return of the Index to 48%.

Banks have now taken over as the largest listed sector with a 31% weight in market capitalisation versus 21% at the
beginning of 2007. Partly as a consequence of this, the weight of the E&P sector declined to 19% from 29% at the
beginning of the Year.

As most companies, in addition to the Government of Pakistan, operate on a financial calender that ends June 30", unless otherwise specified, all
references to the “Year” are to the fiscal year ending June 30", 2007.
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2007 proved to be a better year than 2006 in terms of new listings and the amount of capital raised. During the Year,
thirteen new companies were listed on the stock exchange, compared to nine companies in 2006. As a result, Rs. 6.5
billion (US $ 108.3 million® ) was raised this Year compared to Rs. 3.6 billion (US $ 60.0 million) in the prior Year from
domestic markets. More significantly, three Pakistani companies raised a total of US $ 1.5 billion via Global Depository
Receipts ("GDRs") issued on the London Stock Exchange.

Debt Markets

A total of eleven listed Term Finance Certificates (corporate bonds) were issued during the Year. The total amount
issued was above Rs. 11.6 billion (US $ 193.3 million) compared to eight issues that raised Rs. 10.1 billion (US $ 168.3
million) in the prior Year. The growing mutual fund and insurance industries are fuelling demand for corporate bonds

and we expect the coming year to be a very strong year for bond issuances.

Business Overview

JSCL is a financial services Holding Company, that also makes long term investments in growing public companies
in Pakistan and engages in principal trading activities. Our financial services business comprises investments in
companies in three operating areas: banking, insurance and other financial services.

Jahangir Siddiqui & Co. Ltd.

Banking Insurance Other Financial Services

JS Bank Ltd.

Commercial Bank EFU General Insurance Ltd.

Banklslami Pakistan Ltd. ;
Islamic Bank EFU Life Assurance Ltd.

Network Microfinance Bank Ltd. Allianz EFU
Microfinance Health Insurance Ltd.

’An exchange rate of Rs. 60.0 per US $ is assumed throughout this document.
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ZJS

Jahangir Siddiqui & Co. Ltd.

Performance of Key Investments

Banking

JS Bank Ltd.

Our most notable transaction this Year was the acquisition of the Pakistan branches of American Express Bank Ltd.
We then merged these assets with our own bank, Jahangir Siddiqui Investment Bank Ltd., and listed the combined
entity, under the name of JS Bank Ltd., on the Karachi Stock Exchange.

JS Bank Ltd. is a young, growing bank that is increasing its branch network, growing assets, and expanding the services
that it offers.

Banklslami Pakistan Ltd.

Our investment in Banklslami Pakistan Ltd. continues to perform well, while the rapid branch expansion plan continues
and deposit mobilisation accelerates.

Insurance

For the calendar year 2006 EFU General Insurance Ltd., EFU Life Assurance Ltd. and Allianz EFU Health Insurance Ltd.
booked combined revenues of Rs. 12.2 billion (US $ 203.3 million), continuing their leadership as Pakistan's largest
insurance group. EFU General Insurance Ltd. consolidated its number one position in the general insurance sector

as the industry leader in terms of premium income and therefore market share in the general insurance business.

Non Bank Financial Services

JS Global Capital Ltd.

During the Year, pursuant to subscription and shareholders' agreements signed between JS Global Capital Ltd. (formerly
Jahangir Siddiqui Capital Markets Ltd.) ("JSGCL") and Global Investment House K.S.C.C., Kuwait ("Global"), JSGCL issuec
10,009,700 Ordinary Shares at a subscription price of Rs. 217 per share (for total proceeds of Rs. 2.2 billion or US $ 36.2
million) to Global. This transaction resulted in a change of status of JSGCL from a subsidiary to an associate of JSCL
as Global and JSCL each hold 43.5% of the equity of JSGCL.

As a result of the investment from Global, to our knowledge, JSGCL is the largest securities firm by regulatory capital,
cementing its position as the leading equity and fixed income broker for the Pakistan market. JSGCL, a separate listed
entity, continued to grow during the Year and has posted strong results in its primary business of securities brokerage.
It has also gained market share and enhanced its financial results.

JS ABAMCO Ltd.

Our asset management subsidiary, JS ABAMCO Ltd., continued on its growth trajectory with approximately Rs. 29.0
billion(US $ 483.3 million) in assets under management at the end of the Year. In 2007, JS ABAMCO Ltd. was successfully
listed on the KSE and its oversubscribed secondary offering raised Rs. 1.3 billion (US $ 21.0 million).
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JS ABAMCO Ltd. also obtained an investment banking license and will enter the investment banking business (effectively
a restricted wholesale banking business) during the Year.

This Year, JS ABAMCO Ltd. floated two new funds, the UTP-Capital Protected Fund and UTP-Capital Protected
Fund II. Additionally, JS ABAMCO Ltd., Standard Chartered Bank (Pakistan) Ltd. and EFU Life Assurance Ltd. are working
together to offer a series of pension products of which JS ABAMCO will be the pension fund manager.

Overseas Subsidiaries

JS International Ltd. and JS International LLP

JS International Ltd. ("JSIL") is a wholly-owned subsidiary of JSCL registered in the Cayman Islands. JSIL has been
established as a holding company for JSCLs business interests outside Pakistan.

JS International LLP was formed in 2006 as a wholly owned subsidiary of JSIL.

Both JS International Ltd. and JS International LLP are responsible for internationalising JSCL businesses. For example,
with regard to JS ABAMCO Ltd., JSIL is structuring and setting up offshore incorporated mutual funds to feed into JS
ABAMCO's Pakistan mutual funds and establishing distribution relationships to sell those funds internationally.

Other holdings

Our investment in Azgard 9 Ltd. ("Azgard 9") has performed admirably after its acquisition of Pak American Fertilizers
Ltd. ("Pak American Fertilizers") for Rs. 16.1 hillion (US $ 268.5 million). After the acquisition, which was the largest
leveraged buy-out by a domestic organisation in Pakistan, Azgard 9 has derived significant operational efficiency from
the plant and continues to expand production capacity.

Our holding in Eye Television Network Ltd. has also performed well after the start of its second channel, Masala, and
the rapid growth in the company's revenue and profitability. The flagship channel, Hum, continued to be highly ranked
in all metropolitan markets by Gallup.

In 2008, Eye Television Network Ltd., which is also a separately listed company on the KSE, will continue to expand
its portfolio of channels and programming.

Financial Results

The Company's after tax profit from continuing operations increased substantially in the current Year to Rs. 2.2 billion
(US $ 37.3 million). The increase was led by capital gains from principal trading activities. Overall revenues from
continuing operations amounted to Rs. 3.4 billion (US $ 56.0 million) as compared to Rs. 1.8 billion (US $ 30.7 million)
during 2006. Operating expenses relating to continuing operations amounted to Rs. 523.0 million (US $ 8.7 million)
as compared to Rs. 316.0 million (US $ 5.3 million) last Year.
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Jahangir Siddiqui & Co. Ltd.

Results of Operations

The financial results for the year ended June 30, 2007 are summarized below:
(Rupees in ' 000)

Profit before taxation from Continuing Operations 2,257,853

Less: Taxation

Current 18,901

Prior (56
18,845

Profit for the year from continuing operations 2,239,008
Loss for the year from discontinued operations (6,227)
Profit after taxation 2,232,781

The basic earning per share from continuing operations is Rs. 63.16
The diluted earning per share from continuing operations is 53.31
The basic and diluted loss from discontinued operations is Rs. 0.18 per share

The fixed income operations of the Company have been discontinued. Accordingly, fixed income operations of the
Company are reported as discontinued operations in the financial statements.

The Directors are pleased to propose the following appropriations out of the free reserves of the Company.
Dividends

The Directors are pleased to recommend:

Cash Dividends:

1. A Cash Dividend @ 25% i.e. Rs. 2.5 per Ordinary Share of the Company subject to approval of shareholders.

2. A Cash Dividend for the year ended June 30, 2007 at 7% per annum per Preference Share subject to approval of
shareholders.

Bonus Shares:

In addition to the cash dividend, Directors recommend the issue of fully paid Bonus Shares in the ratio of one Ordinary
Share for every one Ordinary Share held i.e. 100%, subject to shareholders approval. For this purpose a sum of Rs.
350.0 million will be allocated from the free reserves of the Company and applied to the issuance of 35.0 million fully
paid Ordinary Shares.

Net Asset Value of Underlying Holdings
A key measure of our business performance is the underlying net asset value of our investment holdings.

The net asset value of the Company as at June 30, 2007 was Rs. 8.27 billion (US $ 138.0 million) or Rs. 197.08 (US $ 6.2
per share on a fully diluted basis.
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As at June 30, 2007, the unrealised gain on our listed investment portfolio stood at Rs. 16.03 billion (US $ 267.2
million) or Rs. 381.6 (US $ 6.4) per share on a fully diluted basis. This amount is in excess of the reported book
value of the Company. Further details are available in the notes to the financial statements.

Corporate and Financial Reporting Framework

The Directors confirm compliance with the corporate and financial reporting framework of the SECP Code of
Corporate Governance for the following:

The financial statements present fairly the state of affairs of the Company, the results of its operations, Cash
Flow Statement and Statement of Changes in Equity;

Proper books of accounts of the Company have been maintained;

Accounting policies as stated in the notes to the accounts have been consistently applied;
International Financial Reporting Standards as applicable in Pakistan and the Companies Ordinance, 1984
as stated in the notes attached with the accounts, have been followed in preparation of the financial statements;
The system of internal control is sound in design and has been effectively implemented and monitored;
The Company is financially sound and is a going concern; and

There has been no material departure from the best practices of corporate governance, as detailed in the
Listing Regulations.

No material payment is outstanding on account of taxes, duties, levies and charges.

The statement of key operating and financial data of last ten years appears on Page 06.

The Company operates an approved contributory provident fund for all its employees eligible to the scheme. The
audited financial statements for the year ending June 30, 2007 indicate that the value of investments of the fund
are Rs. 15.30 million (US $ 0.26 million).

Seven meetings of the Board of Directors were held during the Year.

The attendance of Directors at Board meetings were as follows:

Name of Director Meetings Meetings

Eligibility Attended
Mazharul Haq Siddiqui, Chairman Seven Seven
Munaf Ibrahim, Chief Executive Officer Seven Seven
Ali J. Siddiqui, Director Seven Six
Ali Raza Siddiqui, Director Seven Seven
Syed Nizam Ahmed Shah, Director Seven Five
Chief Justice (R) Mahboob Ahmed, Director Seven Seven
Siraj Ahmed Dadabhoy, Director Seven Five
Adil Matcheswalla, Director Six Five
Nauzer Aspi Dinshaw, Director Seven Seven
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