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vision for SPIA
SUCCESS i

PIA being Pakistan’s firstisairline is dedicated - -
towards meeting customer expectations, taking

them to their destinations and supporting the nation VISIOI I

to.grow and prosper

PIA’s vision is to be a world class airline meeting customer

expectations  through  excellent  services, on-time
performance, innovative products and absolute safety

[ | [ |
Employee teams will contribute towards making PIA a global
airline of choice through:
J Offering quality customer services and innovative
"""" - products
L Using state-of-the-art technologies
o Ensuring cost-effective measures in procurement and
operations
o Developing Safety Culture

core vaues

Customer Expectations

(Convenience, Care, Affordability)

Service

(Personalized, Courteous, Passionate)
Innovation

(New Ideas, Products, Value Added Services)
Cohesiveness

(Respect for Individuals, Teamwork and Effective Communication)
Integrity

(Business Ethics, Accountability, and Transparency)
Reliability

(Loyalty and Consistency)

Safety

(Passengers, Employees, Environment)
...... . ‘ Social Responsibility

5 i (Welfare, Health, Education)
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committed to
success

eIIent service, security and comfort
e trust within its flyers. It
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Notice is hereby given that 54th Annual General Meeting of the Shareholders of Pakistan International Airlines
Corporation will be held at 10:00 A.M. on Saturday, April 30, 2011 at Pearl Continental Hotel, Club Road,
Karachi to transact the following business:

1.

2.

To receive and adopt the Audited Accounts for the Financial Year ended December 31, 2010 together
with the Auditors’ and Directors’ Reports.

To elect two Directors against vacancies as required under Sections 6 and 7 of PIAC Act 1956 in place of
Mr Mubashir Iftikhar and Malik Nazir Ahmed who have completed their term of office of Directors.

To transact any other business with the permission of the Chair.

By order of the Board

April 08, 2011 Secretary-PIA

Candidature for election as Director: As per Rule 21 of PIAC Rules 1958, a Shareholder not being a
retiring elected Director, shall not be eligible for election as a Director unless he has been recommended
by an elected Director for election as a Director, or unless he or some other Shareholder intending to
propose his name has, at least seven clear days before the Meeting i.e. up to 05:30 P.M., Friday, April
22, 2011 left at the office of Secretary-PIA, PIA Head Office, Karachi, a notice in writing duly signed
signifying his candidature.

Participation in Meeting and Appointment of Proxies: A Shareholder entitled to attend and vote at the
Meeting is entitled to appoint another Shareholder as Proxy. The duly executed instrument of Proxy or
the Power of Attorney or a notarized copy of such Power of Attorney must be lodged at the office
of Secretary-PIA, PIA Head Office, Karachi, not less than 48 hours before the time fixed for holding
the Meeting i.e. up to 10:00 A.M. Thursday, April 28, 2011 unless the Power of Attorney has already
been registered in the Corporation books. Any individual Beneficial Owner of CDC, entitled to attend and
vote at the Meeting, must show his original CNIC or Passport to authenticate his identity along with
Participant ID and CDC Account / Sub-Account Number.

Book Closure: The Shares Transfer Books of the Corporation will remain closed from Friday,
April 15, 2011 to Saturday, April 30, 2011 (both dates inclusive) in order to update the register for the
purpose of determining the voting rights of Shareholders. Transfer documents (Physical Scrip Transfers
/ CDC Transaction IDs) received in order at the office of PIA Share Registrar / Transfer Agent, Central
Depository Company of Pakistan Limited, CDC House, 99 - B, Block - B, S.M.C.H.S, Main
Shahrah-e-Faisal, Karachi, up to 05:30 P.M. by Thursday, April 14, 2011 will be treated as in time
for registration of transfer of Shares.
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geared for

Encouraging teamwork and implementing
employee satisfaction, PIA prides itself on its
business ethics and effective communication
brought together by the different departments of
the company

Board of Directors

Ch. Ahmed Mukhtar
Minister for Defence and Chairman - PIA

Syed Naseer Ahmad
Malik Nazir Ahmed
Mr Javed Akhtar

Lt Gen (Retd) Syed Athar Al
Federal Secretary Defence

Prof. Mian ljaz ul Hassan
Mr Mubashir Iftikhar

Dr Waqgar Masood Khan
Federal Secretary Finance

Mr Husain Lawai

Khawaja Jalaluddin Roomi

Corporate Secretary
Mr Muhammad Shuaib

Head of Internal Audit
Mr Wagar A. Siddiqui

Executive Management

Capt. Nadeem Khan Yousufzai
Managing Director

Mr M. Salim Sayani
Deputy Managing Director

Mr Imraan Ahmed Khan
Director - Marketing

Mr Shahnawaz Rehman
Director - Corporate Planning and HRA&C

Mr Dilawar Fareed Beg
Director - Training & Development

Mr Magsood Ahmed
Director - Engineering & Maintenance

Mr Faisal I. H. Malik
Chief Financial Officer

Mr Khalid Iftikhar
Director - Procurement & Logistics

AVM Aminullah Khan
Director - Precision Engineering Complex

Capt. M. llyas Malik
Director - Flight Operations

Mr Mamoon Rashid
Director - Customer Services

Mr Irshad Ghani
Director - Information Technology

Mr S. Kamran Hasan
Director
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External Auditors

Messrs A. F. Ferguson & Co.
Messrs M. Yousuf Adil Saleem & Co.

Share Registrar

Central Depository Company of
Pakistan Ltd.

Shares Registrar Department
CDC House, 99 - B, Block-B
Sindhi Muslim Cooperative
Housing Society,

Main Shahrah-e-Faisal

Karachi — 74400, Pakistan

Ph: Customer Support Services
(Toll Free) 0800 — CDCPL (23275)
Fax: (92-21) 3432 6053

Email: info@cdcpak.com
Website: www.cdcpakistan.com

Head Office

PIA Building

Jinnah International Airport
Karachi - 72500
PAKISTAN

Website: www.piac.aero

annual report 2010 m



‘@” IA
Pakistan International

Great People to Fly With

board of directors

annual report 2010

Ch. Ahmed Mukhtar

Chairman

Ch. Ahmed Mukhtar, the
Federal Minister for Defence,
was nominated as Chairman of
the Corporation in May, 2008.
He holds a Masters Degree in
Operational Management from
California, USA and also a
Diploma in Plastic Technology
from West Germany. He is
presently a Member of the
National Assembly of Pakistan.
He is an experienced
businessman and had been
Member of Board of Directors
of Services Industries Ltd. He
has also served the nation as
Federal Minister for Commerce
in early 90s. Ch. Mukhtar is a
perfect blend of a
businessman and a politician.

Syed Naseer Ahmad

Director

I .

Malik Nazir Ahmed

Director

Director

Syed Naseer Ahmad is a nominated Director since July, 2008. He
holds a Bachelors Degree from Punjab University and a Post Graduate
fellowship in development planning and multinational corporations,
from the University of Oxford, UK. During his career of 42 years as a
civil servant, he held numerous administrative assignments at the
Provincial and Federal levels which include Secretary & Chairman
Pakistan Railways, Chairman Sui Northern Gas Pipelines Ltd,
Chairman Sui Southern Gas Ltd and PARCO before he retired as
Federal Secretary, Petroleum & Natural Resources. He also remained
Commissioner Rawalpindi & Islamabad, Provincial Secretary for
Health, Agriculture, Forests and Home Departments in Punjab. Syed
Ahmad had the distinction of leading a number of delegations and
represented the Government of Pakistan on numerous missions to
international bodies including UNICEF and WHO. Syed Ahmad is also
Chairman of the Board’s HR Committee.

Malik Nazir Ahmed is an elected Director since March, 2008. He holds
Bachelors Degree from Punjab University. Malik Ahmed is a renowned
Businessman and is presently CEO of Nam International (Pvt.) Ltd,
Namco Associates (Pvt.) Ltd, and Executive Director of Wire
Manufacturing Industries Ltd. (WMIL). Malik Ahmed has attended
various courses in Business and Administration from Lahore Chamber
of Commerce and Industry of which WMIL is a Corporate Member. He
actively participates in welfare activities. He has attended many
Business Forums and Trade Exhibitions within and outside Pakistan.
Malik Nazir is also Member of the Board’s HR Committee and Brand &
Advertisement Committee.

Mr Javed Akhtar is a nominated Director since July, 2008. He holds a
Bachelors Degree from University of Karachi. Mr Akhtar is Chairman
Akhtar Group of Industries and Chairman Fashion Apparel Designing
and Training Institute (FADIN). He is also working as Director of Karachi
Garment City. He was formerly Member Managing Committee and
currently Member General Body of the Federation of Pakistan
Chamber of Commerce & Industry (FPCCI). He was Director of Karachi
Cotton Association. He held the position of Chairman, Pakistan Cotton
Fashion Apparel Exporters Association during 1997-1998 and
2001-2003. Mr Akhtar is also Member of Board’s Audit Commitee,
Brand & Advertisement Committee and HR Committee.
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board of directors

Lt Gen (R) Syed Athar Ali

Director

Prof. Mian ljaz ul Hassan
Director

&0

w

Mr Mubashir Iftikhar

Director

m annual report 2010

Lt Gen (Retd) Syed Athar Ali is a nominated Director since November,
2008. He holds Masters Degrees in War Studies from National
Defence University, Islamabad and International Relations from
Columbia University, USA. He is presently Federal Secretary Defence.
He held various command, staff and instructional appointments which
include command of a Corps and representation of Pakistan on UN
Peace Keeping Mission in Sierra Leone in the dual capacity of Deputy
Force Commander and Chief Military Observer for more than two
years. Lt Gen Ali is a recipient of Hilal-i-Imtiaz (Military). He is also on
the Board of Directors of National Logistics Board, National University
of Science & Technology, National Institute of Modern Languages &
Overseas Pakistanis besides holding Chairmanship of Civil Aviation
Authority, Pakistan International Airlines Investment Ltd, Fauji
Foundation and Defence Housing Authorities (Karachi, Lahore &

Islamabad). He is also Chancellor of Foundation University Islamabad.

Professor Mian ljaz ul Hassan is a nominated Director since July, 2008.
He holds Masters Degree in English from St. John’s College,
Cambridge, UK and Government College Punjab University Lahore.
He did his Bachelor in fine Arts from Punjab University and later
studied in St. Martin’s School of Arts, London. He is Chairman of
National Artist Association of Pakistan. He had been teaching at
historic National College of Arts, Lahore. Prof. Hassan worked as
Cultural Advisor to Ministry of Foreign Affairs in 1997. He is a recipient
of ‘Pride of Performance’ which is the highest national award in the
field of art. Prof. Hassan was appointed as Chairman, National Task
Force for Heritage & Culture in 2009. Prof. Hassan also chaired the
National Committee that prepared the policy and guidelines for 10th
National Five-Year Plan for Culture & Heritage. Prof. Hassan is
Chairman of the Board’s Brand and Advertisement Committee and
Member of the Board’s Audit Committee.

Mr Mubashir Iftikhar is an elected Director since March, 2008. He
holds a Bachelors Degree in Business and Finance from Suffolk
University, Boston, USA. He is a well known businessman and is
presently looking after the general administration of Diamond Group of
Companies where his areas of interest are Finance, Audit, Monitoring
of Purchases/Production and MIS departments. Mr Iftikhar is also
Member of Board’s Audit Committee, Brand & Advertisement
Committee, Finance Committee and HR Committee.

Dr Wagar Masood Khan

Director

Mr Husain Lawai
Director

Khawaja Jalaluddin Roomi
Director

Great People to Fly With
A

Dr Wagar Masood Khan is a nominated Director since December
2010. He is Ph.D in Economics from Boston University
Massachusetts, USA; M.A. in Political Economy, M.A. in Economics
and LL B. At present Dr Khan is working as Federal Secretary Finance.
Prior to this; he held various senior positions during his service with
the Government of Pakistan which includes the positions of Secretary,
Economic Affairs Division, Special Secretary to the Prime Minister,
Secretary Finance, Secretary Textile Industry Division, Additional
Secretary, Finance Division and Additional Secretary to the Prime
Minister. Dr Khan is also Chairman of Board’s Finance Committee.

Mr Husain Lawai is a nominated Director since July, 2008. Presently,
he is President and CEO of Summit Bank Ltd and is a seasoned
banker with vast experience in the banking and financial services
industry. He holds a Masters Degree in Business Administration from
Institute of Business Administration, Karachi. Mr Lawai held the
position of President & Chief Executive Officer at Muslim Commercial
Bank and holds the distinction of establishing Faysal Islamic Bank,
Pakistan branches; the first Islamic Sharia compliant bank (presently
known as Faysal Bank Ltd). He also served as the General Manager,
Emirates NBD Bank for Pakistan and Far East, and as Director,
Security Investment and Finance Ltd, UK. Currently, Mr Lawai is on the
Board of Directors, of GlaxoSmithKline Pakistan Ltd, Sonofi-Aventis
Pakistan Ltd, and on the Implementation & Coordination Board of Civil
Hospital Karachi. Mr Lawai is also Chairman of Board’s Audit
Committee and Member of Board’s Finance Committee.

Khawaja Jalaluddin Roomi is a nominated Director since May, 2010.
He holds a Masters Degree in Business Administration with a
specialization in Marketing from Bahauddin Zakaria University. He has
attended a specialization course in Finance from United Kingdom and
textile courses from Switzerland. Presently, Khawaja Roomi serves on
the Boards of Mahmood Textile Mills Ltd (Group of Industries). He
remained the President of Multan Chamber of Commerce & Industry
as well as D.G. Khan Chamber of Commerce & Industry. He is the
Chairman of All Pakistan Bedsheets & Upholstery Association, and
Chairman Board of Management of Nishtar Medical College Multan
and Nishtar Allied Hospital. Khawaja Roomi belongs to the
respectable Khawaja family of Multan which is involved in business for
more than 100 years. He is also Member of Board’s Audit Committee
and Brand & Advertisement Committee.
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Capt. Nadeem Khan Yousufzai
Managing Director-PIA

Capt. Nadeem Khan Yousufzai
was appointed as Managing
Director-PIA in February, 2011.
He holds a Bachelors Degree
in Avionics from Risalpur
(Peshawar University).Capt
Yousufzai’s entire professional
career has been associated
with aviation industry. He
joined PIA in 1975 as a Cadet
Pilot and has since served as
First Officer and Captain with
Instructor Rating on all types
of aircraft operated by PIA.
Capt. Yousufzai has also
served PIA as Director
(General Services) in mid
1990s. Before his appointment
as Managing Director-PIA,
Capt. Yousufzai served
Pakistan Civil Aviation
Authority as Director General
and Member CAA Board.
Capt. Yousufzai is also
Chairman of Skyrooms (Pvt)
Ltd and Member Boards of PIA
Investments Ltd and its
subsidiary as well as
associated companies.
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regulatory appointments

Mr Faisal I.H. Malik

Chief Financial Officer

=
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Mr Muhammad Shuaib

Corporate Secretary

Mr Wagar A. Siddiqui
Head of Internal Audit

Mr Faisal Imran Hussain Malik is the Chief Financial Officer of the airline since
December 2009. Mr Malik is a member of the Institute of Chartered Accountants
in England & Wales as well as the Institute of Chartered Accountants of
Pakistan. Additionally, he earned a Master’s degree in Economics with first
position in the class and a gold medal for his overall performance. Mr Malik
possesses over 15 years experience in financial advisory and corporate financial
management, gained with reputed local and multinational entities both locally as
well as internationally. Mr Malik is currently a member of the Board of Directors
of PIA Investments Limited, Roosevelt Hotel Corporation USA (owner of the
Roosevelt Hotel, Manhattan, New York), Minhal Finance S.A. (owner of the
Scribe - a five star hotel in Paris), Skyrooms (Pvt) Limited, and Al-Shifa — a trust
for rehabilitation of special children. Mr. Malik is also Chairman of the Board of
Directors of Abacus Distribution Systems Pakistan (Pvt) Limited, which is an
affiliate of Abacus International Pte Ltd, Singapore - one of the key players in the
market for aviation related Global Distribution Systems (GDS). Mr. Faisal Malik
also patronizes and steers sports related activities at PIA.

Mr Muhammad Shuaib is the Corporate Secretary since January 2008.
Besides first class first MBA, he holds an LLB Degree. He is a “Certified
Director” from Pakistan Institute of Corporate Governance (PICG) as
accredited by RiskMetrics Group USA. He participated in various
conferences, seminars and workshops on corporate affairs held in
Pakistan, India, UK, and USA. During his career in PIA, he held the position
of Deputy General Manager (Corporate Affairs), Asstt Corporate Secretary,
and Manager, Managing Director’s Secretariat. Mr Shuaib is ex-officio
Secretary of Board’s Audit Committee as well as other three Committees of
the Board. Voluntarily, Mr Shuaib is associated with PIA Scouts Association
as Asstt Provincial Commissioner. He is also the elected International
Commissioner of Pakistan Boy Scouts Association since October 2009.

Mr Wagar A. Siddiqui is Head of Internal Audit since May 2010. Mr Siddiqui
is a Member of Institute of Chartered Accountants of Pakistan. He holds
certification from Association of Chartered Certified Accountants
(ACCA-UK) and is also Certified Internal Auditor (CIA-USA). Mr Siddiqui
remained associated with Pakistani capital market, carrying over eight
years experience of working in managerial capacities in Central Depository
Company of Pakistan and Securities & Exchange Commission of Pakistan.
Mr Siddiqui has also served as visiting faculty at different educational
institutions. Formerly, Mr Siddiqui was Secretary of Board’s Audit
Committee.
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passion for

Great People to Fly With
Conceiving new ideas and pushing modernism, PIA
is always working towards finding new ways of
providing a safe, comfortable and enjoyable
customer experience as of March 26, 2011

Audit Committee

Mr Husain Lawai Chairman
Mr Javed Akhtar Member
Prof. Mian ljaz ul Hassan Member
Mr Mubashir Iftikhar Member
Khawaja Jalaluddin Roomi Member

Brand and Advertisement Committee

Prof. Mian ljaz ul Hassan Chairman
Malik Nazir Ahmed Member
Mr Mubashir Iftikhar Member
Khawaja Jalaluddin Roomi Member

Finance Committee

Dr Wagar Masood Khan Chairman
Mr Mubashir Iftikhar Member
Mr Husain Lawai Member

Human Resource Committee

Syed Naseer Ahmad Chairman
Malik Nazir Ahmed Member
Mr Javed Akhtar Member

Mr Mubashir Iftikhar Member
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direCtOrS, report year ended December 31, 2010

Striving towards prosperity in the face of adversity,
our faith is unwavering and our commitment to the
nation to be the connecting force that brings us
together remains strong, giving us the determination
to scale new heights and rise above the current
gloom.

Industry Outlook

As the global economy gradually shifts gears and
moves out of recession, the aviation industry has still
not been able to fully recover from the crisis that
engulfed it in the wake of the oil price hike and
financial meltdown. In fact with the recent events in
the Middle East unfolding, oil prices have again
started to climb which casts doubts on the ability of
the aviation industry to return to profitability in the
foreseeable future. However, the record high load
factors, which in the recent past went as high as
78%, along with yields will be the key to determine
the profitability of an airline keeping in view the high
oil prices. In the current economic environment, it is
expected that demand for business travel and cargo
will be more robust than demand for price sensitive
leisure travel. Air travel increased by 7% in the year
2010 and it is expected that after the seasonal dip in
demand during winters is over the demand for air
travel will rise and with the world GDP forecast to
increase by 3.1% during 2011, it is expected that
demand for air travel (both passenger and cargo
segments) would increase by 5.6% and 6.1% in year
2011 respectively.

Our Performance

Although the Corporation is striving to become the
global airline of choice for customers, it is still
predominantly catering to the Pakistani diaspora
worldwide. In this backdrop, the Corporation is
present in all the major markets and covers
destinations most frequented by Pakistanis.

Market Share - 2010

Domestic International

26%
40%

I PIA W Other carriers

The Corporation prides itself for being a full service
carrier, engaged in almost all air transport related
activities; from passenger and cargo transportation to
aircraft and engine maintenance and in-flight catering.
The passenger business with PKR 95,743 million of
revenues (2009: PKR 84,510 million) makes the airline
the local leader in short-haul passenger transportation
and contributes some 89% of total revenues.
Available Seat Kilometers (ASKs) increased to 21,219
million from 19,617 million in 2009 demonstrating
increased capacity with existing fleet. Revenue per
ASK increased by 0.3% to PKR 6.12 mainly due to
increased frequencies to various destinations such as
Jeddah, New York, Sharjah, etc. and the addition of
new destinations of Barcelona and Chicago.

Capacity vs Utilization
25,000

20,000

15,000
10,000
5,000
0

2005 2006 2007 2008 2009 2010

I Capacity (Available Seat Kilometres) M Utilization (Revenue Passenger Kilometres)

Kilometres in Million
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The cargo business generated PKR 6,406 million
(2009: PKR 4,982 million) of revenues, constituting
6% of the Corporation’s total revenues. Cargo is a
key service in a globalised economy where the
competitiveness of businesses depends on their
ability to manage inventory levels and bring
products, particularly perishables and high tech
items to market within very tight time frames. The
cargo capacity (measured in available freight tonnes
kilometers) increased by 8.8%, and cargo vyield
increased to PKR 19.45 mainly due to the increase in
load factor by 9.5% over last year.

Revenue by Segment
120,000

100,000

80,000
60,000
40,000
20,000

0

2005 2006 2007 2008 2009 2010

PKR in Million

M Passenger M Cargo M Engineering services M Handling and related services M Charter  Others
With revenues of PKR 1,250 million (2009: PKR 901
million) the maintenance business although at
present represents a small proportion (1.16%) of the
Corporation’s total revenue but remains a promising
stream of revenue for the airline in the years to come
mainly due to a qualified and skilled work force.

Break down of Revenue by Business Segments
1%
|

6% 2%

I Passenger

W Cargo

W Enginerring Services
Others
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Revenue by Geographical Segments

8% USA / Canada
18% Europe

51% I Middle East / Africa
19% W Asia (Excluding Pakistan)
4% B Pakistan

A brief overview of the overall results of operations
for the year ended December 31, 2010 is given

below:
Year ended December 31

(PKR in million)

Turnover — net 107,531 94,563
Operating Cost & Expenses (106,989) (91,897)
Other Income 2,269 644
Exchange Loss (2,091) (6,502)
Financial Costs (9,300) (9,244)
Loss Before Tax (8,580) (12,434)
Taxation (12,205) 7,486
Loss After Tax (20,785) (4,947)

During the year, the Corporation achieved its highest
ever revenue in excess of PKR 107.532 billion as
compared to PKR 95.564 billion in the year 2009. The
airline also registered an increase in the seat factor
from 70.7% last year to 73.8% in the current year.
However, despite positive year-on-year growth in
revenue of 13.71%, the overall financial position did
not improve materially as compared to last year due
to a host of reasons — most important amongst them
being the rising oil prices in global markets. The
yearly basket price of crude oil increased to US$
77.45 in 2010 from US$ 61.06 in 2009 (source:
OPEC) showing an increase of almost 27%. Fuel
cost (which is uncontrollable in nature) is almost
40.98% of overall airline operating costs.

Operating expenses other than fuel cost decreased
by 3.74% over last year. This is mainly due to the
decrease in exchange loss by PKR 4,409 million over
last year due to stable exchange rate in 2010 as
compared to the devaluation of 6.71% of Pak Rupee

against US Dollar in 2009. During the current year,
the Corporation successfully negotiated with Civil
Aviation Authority in respect of various claims which
resulted in reversal of provision by PKR 1,500 million.
As part of the turnaround strategy, the Corporation
applied rigorous cost control measures which
resulted in decrease in operating costs under various
heads amounting to PKR 234 million. The finance
cost showed a marginal increase of 0.6% mainly due
to increase in working capital loans which was
partially offset by decrease in liabilities relating to
fleet loans, decrease in average LIBOR in 2010 to
0.34% from 0.69% during 2009 and decrease in
average KIBOR to 12.75% from 12.98% in 2009.

In accordance with IAS 12 — Income Taxes, deferred
tax is recognized for all temporary differences between
accounting base of an asset/liability and its tax base.
The recognition of deferred tax does not involve any
cash outflow and is a major judgment area.

During the current year net deferred tax expense of
PKR 11,122 million has been recognized as compared
to a deferred tax income of PKR 8,853 million
recognized last year. This was due to the reversal of
deferred tax asset in respect of unused tax losses
comprising of unabsorbed tax depreciation. The
decrease in deferred tax asset is mainly attributable to
the reduction in surplus on revaluation of property,
plant and equipment amounting to PKR 32,116 million
as a result of the revaluation exercise carried out by an
independent valuer as more fully explained under the
major judgment areas.

The net unrecognized deferred tax asset available on
total unused tax losses amounts to PKR 27,093
million. This amount has not been recognized due to
continuing losses and uncertainty as to the availability
of taxable profit in future. Based on the financial
projections contained in the business plan prepared
by the Corporation, the airline is expected to start
earning profits in the future provided the business plan
is approved by the Government of Pakistan and
significant financial support is provided to the
Corporation. Accordingly, at that stage the
Corporation will be able to recognize deferred tax
asset on account of unabsorbed tax depreciation.

<BPIA
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Major judgment areas
Revaluation of property, plant and equipment

The Corporation uses the policy of revaluing its assets to
market values as provided for in IAS 16 — property, plant
and equipment. Land, buildings and aircrafts are
revalued through independent professional valuers with
sufficient regularity. The last revaluation in respect of land
and buildings was carried out on December 31, 2008 and
for aircrafts on December 31, 2010.

The latest revaluation of aircrafts on December 31, 2010
was carried out by Ascend Worldwide Limited (UK) on
the basis of professional assessment of current market
values which resulted in a revaluation deficit of PKR
32,115 million as compared to surplus of PKR 25,293
million on last year’s revaluation.

The valuer has conducted an extended desktop
appraisal of the aircraft and engines. This does not
include a physical inspection of the aircraft or engines,
but does take into account the maintenance status of the
airframe and heavy components such as engines,
landing gears and auxiliary power units (APUs). The
revaluation is based on the current market value that an
aircraft could best achieve under today's open market
conditions and, therefore, takes into account a thorough
review of recent market activity and known transactions
involving the subject aircraft covering new sales, new
orders, the limited open market and financial activity that
has occurred to date. It additionally considers the
perceived demand for the type of aircraft or engine, its
availability in the market and further takes into account
the expressed views of informed industry sources.
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Due to significant variation in aircraft carrying values
resulting from annual fair valuation of the aircraft that
has resulted in abnormal charges/credits in deferred
tax, the Board has decided to evaluate whether it will
be more appropriate to adopt the cost model
compared to the revaluation model.

Frequent Flyer Program - IFRIC 13

IFRIC 13 - ‘Customer loyalty programmes’ addresses
accounting by entities that operate or otherwise
participate in customer loyalty programmes for their
customers. IFRIC 13 applies to sales transactions in
which the entities grant their customers award credits
that, subject to meeting further qualifying conditions,
can be redeemed in future for free by the customers.

The Corporation operates a frequent flyer programme
that grants travel awards to members of the
programme based on accumulated mileage. The fair
value of credits awarded is estimated by reference to
the fair value of the services for which the award
credits may be redeemed. Determination of the fair
value of the award credits involves estimations, based
on the average of air fares, the value of each award
credit assuming a 100% redemption rate, and
estimating the expected award credit redemption rate.
These estimates are reviewed as and when a
significant change in the assumptions used is

observed and the liability is adjusted annually as
appropriate. The provision for frequent flyer
programme is determined based on the valuation
carried out by an independent professional valuer.

Principal Risks & Uncertainties

The aviation industry has always been exposed to
various risks both internal and external. These risks
are due to the complexities inherent in the business
and the high level of regulations prevalent in different
countries. We believe that our survival depends on
how effectively and efficiently we are able to manage
our risks. Our goal is to set in place a robust system of
risk management that will ensure continuity of airline
operations in the long term.

The Corporation has adopted a pro-active approach
towards managing key business, operational, financial
and strategic risks. Towards this end, the airline has a
dynamic Corporate Safety and Quality Assurance
function whose primary responsibility is to
continuously assess the environment in which the
airline operates and identify and address potential
risks by developing controls to mitigate the same.
Financial risks are managed by deploying quality
human resources in key operational areas to ensure
effective  monitoring of the airline’s exposure in
different areas.

Risk Map

What we are
Brand Ambassador for Pakistan

We are proud to be the most prominent and
conspicuous brand ambassador for Pakistan. The
PIA tail insignia signifies our pride and the values and
ideals we as a nation cherish. With our network of 64
destinations both local as well as global, we truly are
the Pakistani multinational connecting Pakistan to
the world.

Our Customers

With a view to maximizing customer satisfaction we
continuously strive to be the best in our class in terms
of in-flight catering, entertainment and overall
customer service. Maintaining these standards
requires great effort and dedication on the part of our
team across business segments and we take
immense pride in their achievements. We recognize
and value the confidence placed in us by our
customers, which is reflective in our customer loyalty
program ‘Awards +’. We have taken a step further in
providing comfort to our international customers by
extending travel insurance to them during their stay in
Pakistan. All passengers travelling to Pakistan on a
return ticket can opt for such insurance for a minimal
charge of US$ 10 per passenger.
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Contribution to society

Being the national flag carrier and one of the largest
organizations in Pakistan, PIA is committed to
supporting society by means of community
investment programs and various other development
activities. Driven by the highest standards of
corporate governance and social responsibility,
public interest is embedded in our decision making.
Basic components of social responsibility: welfare,
health and education are entrenched in the core
values and philosophy of PIA. During the year 2010,
PIA revived its support to sports by extending
contracts to various talented and promising players.
Owing to the absolute support and encouragement
extended by PIA and the challenging attitude of our
players, PIA reached the podium in all national
tournaments.

2010 was a year that saw one of the worst national
calamities to ever affect Pakistan in the form of
floods. Rising water levels in all major rivers of
Pakistan caused flooding the sights of which had
never been witnessed before in the region's history.
As aresult, at one point in time 1/5th of the total land
area of Pakistan was inundated.

Financial Risk Sources Strategic Risk Sources
Dependence on

Ethnic Base Our contribution

Global & DORGERER Towards the national economy and exchequer

Economic Conditions Political Unrest

Debt Servicing The Corporation is the source of livelihood for more
than 21,500 employees all across Pakistan and
overseas. During the current year, PIA contributed
more than PKR 6.0 billion to the national exchequer in
the form of taxes and duties. We are the biggest
source of revenue for the national aviation regulator —
Key Suppller Risk the Civil Aviation Authority of Pakistan as evidenced
Events causing Long from our market share of 74% in the domestic
Term Network Disruptions market. By serving socio-economic routes and
R . ity providing connections to some of the most remote
Issues in Regions T areas in Pakistan, we impact the lives of ordinary
CO, Emissions iy . . . . .
citizens like no other national institution does.

Hike in Fuel Price -
Currency Fluctuation Competition

Considering the severity of this calamity, PIA at once
activated its Emergency Response Centre and set up
help desks across its network to facilitate flood relief
activities. Further, PIA started free transportation of
relief goods from all over its network to Pakistan,
under which more than 4,000 tonnes of relief goods
were transported to flood affected areas. These
goods along with life boxes were distributed by PIA
management among flood affected people.

IT Disruptions

Ageing Fleet

Employee Relations

Hazard Risk Sources Operational Risk Sources
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Wealth Distributed
to employees

pkr 1 7,340 million

Wealth Distributed
to government

PKR 6,41 4 million

Wealth Distributed
to financiers (interest paid)

PKR 8,073 million
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Regionwise Breakup of Relief Cargo Uplifted

12% 5% M Europe
B USA
21% 36% M Middle East
Rest of Asia

o, Pakistan

w% Canada
The core value of cohesiveness is embedded into the
beliefs of our employees and this was portrayed by
their unconditional support for carrying out relief
activities. In addition to participation in various relief
activities across flood affected areas PIA employees
also contributed one day's salary aggregating to

PKR 13 million towards the Prime Minister's Fund for
Flood Affected Persons.

An in-house Corporate Social Responsibility (CSR)
Committee, duly constituted by the Board provides a
platform to evaluate, update and recommend the
best practices which the Corporation can use to
exemplify its values in a range of initiatives designed
to impact positively on the lives of ordinary
Pakistanis and our employees. Being a responsible
corporate citizen PIA has made social investments in
different areas of social development such as Boy
Scouts Association, Planetaria, Model School, PIA
Cricket Academy, Industrial Training Institute,
Al-Shifa Trust and Baby Day Care Centre.

Pattern of Shareholding

A statement showing the pattern of shareholding in
the Corporation and additional information as at
December 31, 2010 appears on page 29.

The highest and lowest market prices for ‘A’ class
ordinary share of PKR 10 were PKR 4.02 and PKR
1.95 per share, respectively. The highest and lowest
market prices for ‘B’ class ordinary share of PKR 5
were PKR 26.65 and PKR 1.11 per share,
respectively.

Government of Pakistan through Ministry of Defence
holds 82.85% of the shares. PEET holds 9.00%.
Individuals and others hold 7.02% whereas, financial
institutions hold 1.13%.

Changes in Board of Directors

Since the publication of Annual Report 2009,
Khawaja Jalaluddin Roomi and Dr. Wagar Masood
Khan have joined whereas Mr Shaukat Ali Rana, Mr
Salman Siddique and Capt. Muhammad Aijaz
Haroon, have relinquished PIA Board as Directors.
Board extends its warm welcome to the incoming
Directors and wishes to record its appreciation for
the valuable services rendered by the outgoing
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.
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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
seven 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.

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

m. The value of investment of recognized provident
fund and pension funds as at December 31,
2010 were PKR 20,778 million and PKR 11,933
million respectively.

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

1. The Board is responsible for establishing
effective internal control system in the
Corporation to achieve its objectives in the
following categories:
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a) Efficiency and effectiveness of operations
b) Compliance with laws and regulations
c) Reliability of financial reporting

2. The Board has established an Audit Committee
comprising five 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 interalia include the following:

a. Revenue Accounting System
b. Stores & Spares
c. Anti-fraud programs & controls

3. The Corporation’s internal audit function is
headed by a qualified Chartered Accountant.
The internal audit has been further strengthened
by hiring co-sourcing partner Messrs Taseer
Hadi Khalid & Co. (KPMG) since 2010.

Our prospects

The aviation industry has always been prone to
global geo-political changes. Our efforts and results
will always be over shadowed by the global trends in
aviation and the varied risks that airlines face. Our
focus should always be on how to manage those
risks effectively in order to minimize their impact on
our operations.

Our recovery in large part depends very much on
how fast the national economy steers out of the
current economic imbroglio. We remain cautious of
the fact that we may be affected by many external
factors including and not limited to the rising fuel
prices, exchange and interest rate fluctuations,
security situation of the country and also our own
internal shortcomings.

We expect the climb out of losses to be a relatively
slower one but with the challenging attitude and
relentless efforts of our employees, we are confident
that we would be able to achieve our long term goals.
The work we have undertaken over the last couple of
years to restructure our cost base is a positive step in
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our journey towards returning to profitable
operations. Thus we are confident about surviving
through the current economic uncertainties to a
brighter and prosperous future.

Way forward

As of December 31, 2010, the Corporation had
accumulated losses of PKR 92,327 million, with a
negative equity of PKR 62,244 million and incurred
loss after tax for the current year amounting to PKR
20,785 million. The total outstanding liabilities and
obligations of the Corporation were PKR 183,277
million as on December 31, 2010.

Against this backdrop, and considering the critical
and strategic nature of its operations, the
Corporation’s management commenced work on the
development of a comprehensive business
restructuring and turnaround plan to set in place the
right strategies and controls needed to bring the
Corporation back on the path of profitable
operations. The turnaround plan and five year
financial model was approved by the Board of
Directors and the Ministry of Defence. The plan has
also been endorsed by the Sub-committee of the
National Assembly's Standing Committee on
Defence which concurs with the recommendations
contained in the plan.

Further, presentations have been made in respect of
the business plan in meetings with the
representatives of the Ministry of Finance (MoF),
which were chaired by the Finance Minister. As
envisaged in the business plan, the Corporation has
devised a turn-around strategy which entails
operational restructuring and assumes GoP’s
support in terms of providing necessary funding for
recapitalization which includes, among other
measures, extending existing guarantees and
issuance of new guarantees to various financial
institutions by the GoP. As a result of presentations
made in respect of the business plan as set out
above, the Economic Coordination Committee (ECC)
of the Cabinet has in March 2011 accorded approval
for extension in existing guarantees issued to various
financial institutions by the GoP for PKR 8,500 million
and also allowed issuance of new guarantees of PKR
5,000 million.
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Keeping in view the above, management believes
that the business plan will be approved and
accordingly significant financial support will be
provided to the Corporation in the coming years to
ensure its long-term sustainability. The Plan also
provides for the identification of additional fleet
requirement and how it will be financed, measures to
be taken for revenue enhancement, route
rationalization and human resource  cost
rationalization in a way that would ensure optimal
utilization of resources.

On behalf of the Board of Directors, | would like to
take this opportunity to place on record our
appreciation and gratitude to our customers for their
patronage; our employees for their hard work and
dedication; our stakeholders for their valued
services; and lastly the Government of Pakistan for
its continued support and commitment to the
Corporation.

For and on behalf of the board

Ch. Ahmed Mukhtar
Chairman
March 26, 2011
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attendance of directors at board meetings

During the Financial Year 2010, seven Meetings of the Board of Directors were held and the number of

Meetings attended by each Director is given hereunder:-

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

1 Ch Ahmed Mukhtar

Minister for Defence & Chairman-PIA 7 7
2 Syed Naseer Ahmad 7 7
3 Mr Malik Nazir Ahmed 7 6
4 Mr Javed Akhtar 7 6
5 Lt Gen(Retd) Syed Athar Ali

Federal Defence Secretary 7 6
6 Capt. Muhammad Aijaz Haroon

Managing Director-PIA 7 7
7 Prof. Mian ljaz ul Hassan 7 3
8 Mr Mubashir Iftikhar 7 6
9 Mr Salman Siddique *

Federal Finance Secretary 6 1
10 Mr Shaukat Ali Rana** 7 3
11 Mr Husain Lawai 7 7
12 Khawaja Jalaluddin Roomi *** 4 3
13 Dr Waqar Masood Khan ****

Federal Finance Secretary

—_

1

attendance of directors

at audit committee meetings

During the Financial Year 2010, six Meetings of the Audit Committee were held and the number of

Meetings attended by each Director is given hereunder:-

* Relinquished on December 20, 2010
** Relinquished on May 24, 2010

** Nominated on May 24, 2010

*** Nominated in December, 2010

S. No. Name Meetings Held Meetings Attended
during the tenure
1 Mr Husain Lawai 6 6
2 Malik Nazir Ahmed * 4 4
3 Prof. Mian ljaz ul Hassan 6 4
4 Mr Mubashir Iftikhar 6 2
5 Khawaja Jalaluddin Roomi** 2 2
6 Mr Javed Akhtar 2 2

* Relinquished on July 26, 2010
**Nominated on July 26, 2010

Leave of absence was granted to Directors who could not attend some of the Board/Audit Committee Meetings.
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A. F. Ferguson & Co. M. Yousuf Adil Saleem & Co.
Chartered Accountants Chartered Accountants
State Life Building No. 1-C Cavish Court, A-35, Block 7&8
I. I. Chundrigar Road KCHSU, Sharah-e-Faisal

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 Regulation No. 35 (Chapter Xl) 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 obijectively
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 have not
carried out any special review of the internal control system to enable us to express an opinion as to whether
the Board's statement on internal controls covers all controls and the effectiveness of such internal controls.

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 status of 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, 2010.

A. F. Ferguson & Co. M. Yousuf Adil Saleem & Co.
Chartered Accountants Chartered Accountants

Karachi: April 01, 2011
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statement of compliance
with code of corporate governance for the year 2010

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 Company is managed in
compliance with the best practices of corporate
governance.

Pakistan International Airlines Corporation (the
Corporation) has applied the principles contained in
the Code in the following manner:

1. 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. During 2010, all the Directors were
non-executive except for Managing Director.

2. The Directors have confirmed that none of them
is serving on the Boards of more than ten listed
companies, including this Corporation.

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

4. Casual vacancies occurred in the Board during
the year were filled in by appointments made by
the Federal Government.

5. The Corporation has developed “Statement of
Ethics and Business Practices”. This Statement
has been signed by Directors whereas
signatures of employees are being obtained.

6. The Board has developed and 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.
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7.

10.

11.

12.

13.

14.

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 the
PIAC Act 1956, PIAC Rules & Regulations 1958,
and the Code.

The Meetings of the Board held during the year
were presided over by the Chairman. The Board
met at least once in every quarter. Written
notices of the board meetings along with the
agenda and working papers were circulated to
the members. 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. Copies of 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 2009,
there was no change in the position of Corporate
Secretary and Chief Financial Officer whose
appointments had earlier been approved by the
Board. During the year, the position of Head of
Internal Audit was filled in as per the
requirements of the Code.

The Directors' Report for this year has been
prepared in compliance with the requirements of
the Code and fully describes the salient matters
required to be disclosed.

The financial statements of the Corporation have
been duly endorsed by the CEO and CFO before
approval of the Board.

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.

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

15.

16.

17.

18.

19.

20.

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

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.

The Corporation has an Internal Audit Division
which carries out, on a continuing basis, the
audit of various functions at the head office /
stations.

The statutory Auditors of the Corporation have
confrmed 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.

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.

The Corporation is committed to good corporate
governance and appropriate steps are taken to
comply with the best practices.

For and on behalf of the Board

Karachi Ch. Ahmed Mukhtar

March 26, 2011

Chairman-PIA
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