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We stand for National VValues

Great People to Fly With

Corporate Social Responsibility

As a public sector organization and an active corporate citizen, the national flag carrier has a strong relationship
with the community. We consider Corporate Social Responsibility (CSR) as the human face of PIA. It is the
deliberate inclusion of public interest into corporate decision taking, and the honouring of a triple bottom line:
People, Profit and Planet. Some of our engagements in relation to CSR are Boy Scouts Association, Cricket
Academy, Planetaria, Model School, Industrial Training Institute, Sports Division, Al-Shifa Trust and Baby Day
Care Centre. An in-house CSR Committee, duly constituted by the Board provides a platform to evaluate, update
and recommend the best practices as PIA continues to exemplify its values in a range of corporate initiatives
designed to impact positively on the lives of multiple stakeholders.

Pattern of Shareholding

A statement showing the pattern of shareholding in the Corporation and additional information as at December
31, 2009 appears on page 34.

The highest and lowest market prices for ‘A’ class ordinary share of PKR 10 were PKR 5.10 and PKR 2.31 per
share, respectively. The highest and lowest market prices for ‘B’ class ordinary share of PKR 5 were PKR 32.23
and PKR 1.00 per share, respectively.

Government of Pakistan through Ministry of Defence holds 81.01% of the shares. During 2009, the Government
of Pakistan, through Benazir Employees Stock Option Scheme (BESOS) transferred 12% of its shareholding to
employees, which is now held by PIA Employees Empowerment Trust (PEET). Total shares held by PEET is
9.96%. Individuals and others hold 7.83% whereas, financial institutions hold 1.20%.

Changes in Board of Directors

Since the publication of Annual Report 2008, there has been no change in the Board of Directors.

Corporate and Financial Reporting Framework

To comply with the Code of Corporate Governance, the Directors to the best of their knowledge and belief state
that:

a. The Financial Statements prepared by the Management of Pakistan International Airlines Corporation present
fairly its state of affairs, the result of its operations, cash flows and changes in equity.

b. Proper books of account of the Corporation have been maintained.

c. Appropriate accounting policies have been consistently applied in preparation of financial statements and
accounting estimates are based on reasonable and prudent judgment.

d. International Accounting Standards, as applicable in Pakistan, have been followed in preparation of financial
statements.

e. We acknowledge the responsibility of establishment of sound and effective internal control system and
continuous efforts are being made for further improvement and refinement in design and effectiveness of
existing system.

f. There are no significant doubts upon the Corporation’s ability to continue as a going concern.

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

h. Key operating and financial data of last six years in summarized form is annexed to this Report.

i. The reason for non-declaration of dividend / non-issuance of bonus shares is net loss during the year.

j.  During the year, the Board of Directors held six meetings. The attendance record of Directors is annexed
to this Report.

k. The pattern of shareholding as required under Section 236 of Companies Ordinance 1984 and Article XIX
of the Code of Corporate Governance is annexed to the Report.

I.  The Board Members, CEO, CFO, Corporate Secretary and their spouses and minor children have not traded
in PIA Shares during the year.

The value of investment of recognized provident fund and pension fund as at December 31, 2009 were PKR
18,111 million and PKR 10,905 million respectively.
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Fleet

Boeing 747

Total Aircraft 40

Boeing 777

No. of Aircraft

Airbus A310

No. of Aircraft

No. of Aircraft

No. of Aircraft

PIA’s Network

Domestic - 24 Destinations

* Karachi * Faisalabad e Panjgur  Dalbandin

e Islamabad e Sukkur e Mohenjo-Daro e Sialkot

e Lahore e Quetta e Turbat e Nawab Shah
e Peshawar e D.G.Khan e Gwadar * Hyderabad

e Skardu * Rahim Yar Khan e Chitral e D.l. Khan

e Multan  Bahawalpur e Gilgit e Zhob
International - 36 + 2 Destinations

e New York e Istanbul e Dammam Chicago (2010)
e Toronto e Oslo e Riyadh Canton (2010)
e Manchester e Copenhagen e Jeddah

e Leeds * Bangkok e Muscat

 Birmingham < Hong Kong e Kuwait

* London * Beijing e Doha

e Glasgow e Tokyo e Babhrain

e Paris e Kuala Lumpur e Dubai

e Milan e Bombay e Sharjah

* Barcelona e Delhi * Al Ain

e Frankfurt e Katmandu e Abu Dhabi

e Amsterdam  Dhaka * Kabul
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Compliance with Best Practices of Corporate Governance

A Statement showing the status of compliance with the best practices of the Corporate Governance setout in
the Code of Corporate Governance is being published and circulated along with this Report.

Statement of Internal Control

The Board is responsible for establishing effective internal control system in the Corporation to achieve its
objectives in the following categories:

a) Efficiency and effectiveness of operations
b) Compliance with laws and regulations
c) Reliability of financial reporting

The Board has established an Audit Committee comprising four non-executive Directors. The terms of reference
of Audit Committee are in line with the requirements of the Code of Corporate Governance. The Committee is
responsible for oversight of internal audit function as well as external financial reporting. It also carries out
ongoing reviews of internal controls and has identified certain areas for further improvement which inter alia
include the following:

a) Revenue Accounting System
b) Stores and Spares
c) Anti-fraud program and controls

The Corporation’s internal audit function is headed by a qualified Chartered Accountant. The internal audit shall
be further strengthened in the near future by adding further resources and by co-sourcing with a firm of Chartered
Accountants.

Future Outlook

Following the steepest fall in GDP, experienced since 1930s, economic growth is expected to return in 2010.
However, growth is widely expected to vary dramatically between regions. There is a forecast of reasonably
robust growth in the emerging economies. In the US, Europe and Japan, growth will be held back for an extended
period of time while problems of highly leveraged household and bank balance sheets are resolved. The major
challenges ahead of the Corporation are to regain its market share and profitability through achievement of
higher yield, focus on profitable routes, improved revenue management, network optimization, product improvement,
focused management and cost-cutting measures.

As part of continuous planning process and based on current market outlook, we have reviewed our short term
forecasts and a revised strategic plan is being prepared. This plan shall spell-out our future strategies to
turnaround the Corporation and would entail appropriate restructuring of our business, our loans and liabilities,
and further injection of equity/funds.

For long term sustainability, brand building and organizational restructuring is being pursued. Several measures
have already been taken and strategies are being developed to achieve an optimum customer satisfaction
through cabin interior up-gradation, as well as training for cabin crew and other employees.

In pursuit of achieving improvement both in operational and financial efficiency, PIA is currently utilizing its
existing human resource and infrastructure. To achieve these objectives, management intends to convert its
business activities (Speedex, Training Center, engineering MRO, Technical Ground Support, Passenger Handling
and Flight Kitchen) presently carried out under the umbrella of overall operations of PIA into Strategic Business Units (SBUs).

The Board, as well as Management, stay committed, firmly and steadily, to the path of recovery. We acknowledge
full support of Government of Pakistan, employees, our valued customers, bankers and other stakeholders.
Excited by the 83% reduction in the post tax losses, we are confident that measures taken to contain the loss
situation will bring about sustainable improvements in the near future.

For and on behalf of the Board

Ch. Ahmed Mukhtar
Chairman - PIA
March 16, 2010
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Attendance of Directors
at Board Meetings

During the Financial Year 2009, six meetings of the Board of Directors were held and the number of Meetings attended
by each Director is given hereunder:-

S. No. Name Meetings Meetings Held
Attended during the tenure
1. Ch Ahmed Mukhtar
Minister for Defence & Chairman-PIA 4 6
2. Mr Malik Nazir Ahmed 6 6
3. Mr Mubashir Iftikhar 6 6
4, Syed Naseer Ahmad 6 6
5. Mr Javed Akhtar 5 6
6. Capt. Muhammad Aijaz Haroon
Managing Director-PIA 6 6
7. Prof. Mian ljazul Hassan 5 6
8. Mr Hussain Lawai 5 6
9. Mr Shaukat Ali Rana 5 6
10. Dr Wagar Masood Khan *
Federal Secretary Finance 1 1
11. Lt Gen Syed Athar Ali
Federal Secretary Defence 5 6
12. Mr Salman Siddique **
Federal Secretary Finance 1 5
* Relinquished on March 03, 2009
** Nominated on March 16, 2009
Attendance of Directors

at Audit Committee Meetings

During the Financial Year 2009, four meetings of the Audit Committee were held and the number of Meetings attended
by each Director is given hereunder:

S. No. Name Meetings Meetings Held
Attended during the tenure

1. Mr Husain Lawai 3 4

2. Malik Nazir Ahmed 4 4

3. Prof. Mian ljaz ul Hassan 4 4

4, Mr Mubashir Iftikhar 3 4

Leave of absence was granted to Directors who could not attend some of the Board/Audit Committee Meetings.
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M. Yousuf Adil Saleem & Co. Anjum Asim Shahid Rahman
Chartered Accountants Chartered Accountants

Cavish Court, A-35, Block 7&8 1st Floor, Modern Motors House
KCHSU, Shahrah-e-Faisal Beaumont Road

Karachi Karachi

REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH BEST PRACTICES OF CODE
OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate
Governance prepared by the Board of Directors of Pakistan International Airlines Corporation (“the Corporation”)
to comply with the listing regulations of the Karachi, Lahore and Islamabad Stock Exchanges where the Corporation
is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of
the Corporation. Our responsibility is to review, to the extent where such compliance can be objectively verified,
whether the Statement of Compliance reflects the status of the Corporation’s compliance with the provisions
of the Code of Corporate Governance and report if it does not. A review is limited primarily to inquiries of the
Corporation personnel and review of various documents prepared by the Corporation to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the accounting and
internal control systems sufficient to plan the audit and develop an effective audit approach. We are not required
to consider whether the Board’s Statement on internal control covers all risk and controls, or to form an opinion
on the effectiveness of such controls, the corporation’s corporate governance procedures and risk.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Corporation’s compliance, in all material respects, with the best
practices contained in the Code of Corporate Governance, as applicable to the Corporation for the year ended
December 31, 2009.

Chartered Accountants Chartered Accountants
Syed Asad Ali Shah Shahzada Saleem Chughtai

Karachi: March 16, 2010
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Statement of Compliance for 2009

This Statement is being presented to comply with the Code of Corporate Governance (Code) contained in Listing
Regulations of Karachi, Lahore and Islamabad Stock Exchanges for the purpose of establishing a framework of
good governance, whereby a listed Corporation is managed in compliance with the best practices of corporate
governance.

PIA has applied the principles contained in the Code in the following manner:

1.

10.
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PIA is a statutory Corporation existing under Pakistan International Airlines Corporation Act, 1956 which
stipulates that Chairman and eight Directors are nominated by the Federal Government whereas two Directors
are elected by the Shareholders other than the Federal Government. Presently all the Directors are non-
executive except the Managing Director who has been delegated all administrative and financial powers by
the Chairman and is the Chief Executive as per PIAC Act.

None of the Directors is serving on the Boards of more than ten listed companies inclusive of the Corporation.

All the Directors are registered tax payers and none of them has defaulted in payment of any loan to a banking
company, a DFI or an NBFI or being a member of a Stock Exchange, has been declared as defaulter by that
Stock Exchange.

Casual vacancy occurred in the Board during the year, was filled in by appointment by the Federal Government.

The Corporation has developed a "Statement of Ethics and Business Practices". The Statement has been
signed by Directors whereas signatures of employees are being obtained.

The Board has developed and already adopted Vision and Mission Statements, overall corporate strategy
and significant policies of the Corporation. A complete record of particulars of significant policies along with
the dates on which these were approved or amended is available with relevant departments.

The Board exercised powers and took decisions in the general direction and the administration of the
Corporation and its affairs inclusive of material transactions in accordance with PIAC Act 1956, PIAC Rules
& Regulations 1958, and the Code.

The Meetings of the Board held during the Financial Year ended December 31, 2009 were presided over by
the Chairman except two meetings when the Chairman was outside Pakistan and the meetings were chaired
by one of the Board Members as per Section 11 (4) of PIAC Act 1956. The Board met at least once in every
quarter. Written notices of the Board Meetings along with the agenda and working papers were circulated,
Minutes of the Meetings were appropriately recorded and circulated.

The Directors are aware of their duties and responsibilities. An orientation course was arranged for PIA Board
of Directors during the year 2008. PIAC Act 1956, PIAC Rules & Regulations 1958, alongwith Code of Corporate
Governance have been circulated to two directors who joined subsequently.

Since the publication of Annual Report 2008, there was no change in the position of Corporate Secretary
whose appointment had earlier been approved by the Board. Position of Chief Financial Officer was filled in
as per the Code, whereas that of Head of Internal Audit which fell vacant during the said period, is presently
being looked after. Appointment against the same is under process.
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11. The Directors' Report for financial year 2009 has been prepared in compliance with the requirements of the
Code and fully describes the salient matters required to be disclosed.

12. The financial statements of the Corporation were presented to the Board by the CEO and the CFO duly
endorsed under their respective signatures.

13. The Directors, CEO and executives do not hold any interest in the Shares of the Corporation other than that
disclosed in the pattern of shareholding.

14. The Corporation has complied with all corporate and financial reporting requirements of the Code.

15. The Board has formed an Audit Committee comprising four non-executive Directors including the Chairman of the
Committee.

16. The Meetings of the Audit Committee were held to review quarterly, half-yearly, and annual financial statements
of the Corporation prior to their approval by the Board, as per requirement of the Code. The Audit Committee
operates under terms of reference set out in the Code.

17. The Corporation has an Internal Audit Division which carries out, on a continuing basis, the audit of various
Head Office / station functions.

18. The statutory Auditors of the Corporation have confirmed that they have been given a satisfactory rating
under the quality control review program of the Institute of Chartered Accountants of Pakistan (ICAP), and
that they or any of the partners of the firms, their spouses and minor children do not hold Shares of the
Corporation and that the firms and all their partners are in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics as adopted by ICAP.

19. The statutory Auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the Listing Regulations and the Auditors have confirmed that they have observed
IFAC guidelines in this regard.

20. We confirm that all other material principles contained in the Code have been complied with.

For and on behalf of the Board

Karachi Ch. Ahmed Mukhtar
March 16, 2010 Chairman
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Pakistan International Airlines
Corporation

Categories of Shareholders As at December 31, 2009

Number of Shares Held

Categories of Shareholders Number of  Ordinary 'A' Class Ordinary 'B' Class Percentage
Shareholders  of Rs. 10/-Each  of Rs. 5/- Each

Associated Companies, undertakings related parties ~  -------- cemeeeee 0 deeeen

NIT & ICP
National Investment Trust 1 100 - 0.00
Investment Corporation of Pakistan 1 7,825 100 0.00
NBP Trustee Department 1 4,904,352 - 0.21

Directors, CEO and their spouses and minor children

Malik Nazir Ahmed, Director 1 1,800,000 @ --—ee-- 0.08
Mr. Mubashir Iftikhar, Director 1 50,000 @ ----—--- 0.00
Executives 117 17,042 - 0.00

Public Sector Companies and Corporations ~ —e-eem eemeeeee s e

Banks, DFIs, NBFIs, Insurance Companies, 44 28,011,726 3 1.20
Modarabas and Mutual Funds

Shareholders holding 10% or more voting interest 1 1,885,276,556 1,462,515 81.01
(Secretary - Ministry of Defence, Govt. of Pakistan)

PIA Employees Empowerment Trust (PEET) 1 231,855493 - 9.96
Individuals 56,188 71,574,733 33,954 3.08
Others 287 103,787,757 3,427 4.46
TOTAL 56,643 2,327,285,584 1,499,999 100.00

The above two statements include 7,811 Shareholders holding 184,412,815 Ordinary "A' Class Shares and 2,416
Ordinary 'B' Class Shares through the Central Depository Company of Pakistan Limited.
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Pattern of Shareholding

As at December 31, 2009

No. of Shareholders

13,756
31,209
4,939
5,024
841
222
160

96

64

33

34

25

48

13

14

=
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From

1

101

501
1,001
5,001
10,001
15,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
55,001
60,001
65,001
70,001
75,001
80,001
85,001
90,001
95,001
100,001
105,001
110,001
115,001
120,001
125,001
130,001
135,001
145,001
155,001
160,001
165,001
175,001
180,001
195,001
200,001
210,001
215,001
225,001
230,001
240,001
245,001

Shareholdings
To

100

500
1,000
5,000
10,000
15,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
55,000
60,000
65,000
70,000
75,000
80,000
85,000
90,000
95,000
100,000
105,000
110,000
115,000
120,000
125,000
130,000
135,000
140,000
150,000
160,000
165,000
170,000
180,000
185,000
200,000
205,000
215,000
220,000
230,000
235,000
245,000
250,000

Total Shares
Ordinary 'A" Class
Shares of Rs.10/- Each

267,926
8,831,039
4,235,147

12,066,074
6,434,979
2,778,502
2,904,911
2,262,233
1,821,636
1,107,051
1,317,029
1,078,782
2,373,569

684,668

825,021

380,770

751,139

373,265

316,500

332,689

86,049

282,000
2,694,335

517,658

436,500

230,000

356,010

244,000

252,289

531,091

553,561

750,000

159,999

163,500

508,005

532,019

550,000

600,000

401,500

425,380

220,000

459,000

233,135

243,840

250,000

Great People to Fly With

Total Shares
Ordinary 'B' Class
Shares of Rs.5/- Each

13,188
10,471
1,339
12,486
0

[eNeoNeoNoNoNoloNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNe o]
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No. of Shareholders
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56,643

1,

35

From

255,001
260,001
290,001
295,001
310,001
320,001
360,001
370,001
395,001
420,001
425,001
465,001
490,001
495,001
500,001
525,001
565,001
605,001
630,001
800,001
865,001
1,020,001
1,155,001
1,245,001
1,510,001
1,760,001
1,795,001
2,295,001
2,440,001
2,995,001
3,240,001
3,915,001
4,025,001
4,900,001
4,960,001
4,965,001
9,210,001
9,360,001
10,535,001
13,370,001
15,745,001
16,875,001
19,105,001
231,855,001
885,275,001

Shareholdings
To

260,000
265,000
295,000
300,000
315,000
325,000
365,000
375,000
400,000
425,000
430,000
470,000
495,000
500,000
505,000
530,000
570,000
610,000
635,000
805,000
870,000
1,025,000
1,160,000
1,250,000
1,515,000
1,765,000
1,800,000
2,300,000
2,445,000
3,000,000
3,245,000
3,920,000
4,030,000
4,905,000
4,965,000
4,970,000
9,215,000
9,365,000
10,540,000
13,375,000
15,750,000
16,880,000
19,110,000
231,860,000
1,885,280,000

Total Shares
Ordinary 'A" Class
Shares of Rs.10/- Each

258,500
525,154
291,500
1,200,000
310,450
320,808
361,653
372,500
400,000
425,000
426,745
465,723
490,500
499,500
500,185
529,500
567,504
608,000
630,067
800,600
867,500
1,020,740
1,157,500
1,248,023
1,510,001
1,765,000
1,800,000
2,300,000
2,440,257
3,000,000
3,241,466
3,916,884
4,029,000
4,904,352
4,960,500
4,965,119
9,212,000
9,364,142
10,535,389
13,374,500
15,750,000
16,876,347
19,108,125
231,855,493
1,885,276,556

2,327,285,584

Total Shares
Ordinary 'B' Class
Shares of Rs.5/- Each

[eNeoNeoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoloNoNoNolNo
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1,462,515

1,499,999
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Six-year Summary

2009
OPERATION
Route Kilometers 380,917
Revenue Kilometers Flown (000) 80,108
Revenue Hours Flown 132,155
Available Torme Kilometers (000) 2,933,253
Available Seat Kilometers (000) 19,859,050
TRAFFIC
Revenue Passengers Carried {000) 5535
Revenue Passengers Kilometers (000} 13,891,225
Passenger Load Factar (%) 70
Revenue Freight Tonne Kilometers (000) 270,310
Kgs. of Excess Baggage & Cargo (000} 95,393
Kgs. of Mail {000) 702
Revenue Tonne Kilometers (000) 1,525,293
Revenue Load Factor (%) 52
Avg, Pax Stage Distance (Statute Kilometers) 2,510
FINANCIAL
Operating Revenue (Rs. in million) 94,563.77
Operating Expenses (Rs. in million) 08.628.76
Operating Profit/(loss) (Rs. in million) (4.064.99)
Profit/loss) aflter tax (Rs. in million) (5.822.43)
Fixed Assets (Rs. in million} 133.647.52
Current Assets (Rs. in million) 16,880.56
Current Liahilities (Bs. in million) 68.817.62
Long-Term Debts (Rs. in million) 105,418.23
MNet Worth (Rs. in million) {49,054.75)
Jet Fuel Prices (Rs. per US Gallon) 149.39
Cost per A. T. K. (Rs.) 33.62
RATIOS
Earnings per share (Rs.) (2.72)
Net assels per share (Rs.) 42 57
Debt equity ratio NA
Current ratio 0.25
SHARE PRICES (Rs. 10 Share)
High 5.10
Low 231
Closing 2.61
PERSONNEL
Average No. of Empolyees 17,944
Revenue per Employee (Rs.) 5,269,938
A. T K. per Employee 163,467

311,131
79.580
132,378
2934626
19,528,207

5,617
13.925.297
71
319,835
111,088
778
1,580,507
34

2,479

88,863.26
120,499.38
(31,636.12)
(36,138.64)
115,123.49
15.039.28
72.528.40
96.,926.21
{47,522.42)
216.04
41.06

(17.79)
33.29
NA
0.21

7.65
L.70
3.51

18,036
4.926.994
162,709

2007 2006
383.574 446,570

80,759 88,302
132,416 141.479

3,125,558 3,369,288
20,313,265 22,092,475

3,415 3,732
13,680,916 15,124,413
67 G4
350,758 427,006
115,229 121.174
1127 1410
1,593,349 1,801,026
5l 54

2,527 2,639

70,480.73 T70,587.15
76,415.81 79,164.37
(5.935.08) 18.577.22)
{13,398.71) {12,763.42)
95,600.63 79,062.44
13,251.33 18,353.43
52,611.55 41,025.29
74,284.84 62, 65089

(12,465.57) (788.03)
132.93 123.55
24.29 23.49
(6.61) (6.80)

32,91 35.08

NA NA

0.25 0.45

11.30 16.30
.10 7.05

6.30 7.05
18,149 18,282
3,883,450 3.861.019
172.217 184,295

2005

343,525
82,550
134,039
3,102,805
20,816,469

5,498
14,506,683
70

410,991
124,852
1,433
1,729,220
a6

2,638

64,074.47
67.075.58
(3,001.11)
(4.411.66)
51,376.33
12.756.55
21,237.10
38,099.18
10,446.30
102.05
21.62

(2.33)
29.85

4.15

0.60

19,263
3.326,298
161,076
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2004

354,664
80.087
130,977
2973437

20,353,863

5,120

13.519.847

b
402,359
118,151

1.649
1,634,825
35

2,641

57,788.08
55, B72.08
1.916.00
2,306.60
49,604.39
19.716.29
18.950.09
4251785
13,441.19
71.68
18.79

L.76
45.59
3.52
1.04

26.70
5.90
13.70

19,634
2.943.266
151.443
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