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AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed statement of financial position of Pak China Investment Company
Limited (“the Company”) as at December 31, 2011 and the related profit and loss account,
statement of comprehensive income, cash flow statement and statement of changes in equity
together with the notes forming part thereof (here-in-after referred to as the ‘financial
statements’) for the year then ended and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of
our audit.

It is the responsibility of the Company’s management to establish and maintain a system of
internal control, and prepare and present the above said statements in conformity with the
approved accounting standards and the requirements of the Companies Ordinance, 1984. Our
responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing as applicable
in Pakistan. These standards requirc that we plan and perform the audit to obtain rcasonable
assurance about whether the financial statements arc free of any material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting policics and significant
estimates made by management, as well as, evaluating the overall presentation of the financial
statements. We believe that our audit provides a reasonable basis for our opinion and, after due
verification, we report that:

a)  inour opinion, proper books of account have been kept by the Company as required by the
Companies Ordinance, 1984;

b)  inour opinion:

i) the statement of financial position and profit and loss account together with the
notes thereon have been drawn up in conformity with the Companics Ordinance,
1984 and are in agreement with the books of account and are further in accordance
with accounting policies consistently applied;

i) the expenditure incurred during the year was for the purpose of the Company’s
business; and

iii) the business conducted, investments made and the expenditure incurred during the
year were in accordance with the objects of the Company;

KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan
and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative

("KPMG International"), a Swiss entity.
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¢)  in our opinion and to the best of our information and according to the explanations given
to us, the statement of financial position, profit and loss account, statement of
comprehensive income, cash flow statement and statement of changes in equity together
with the notes forming part thereof conform with approved accounting standards as
applicable in Pakistan, and give the information required by the Companies Ordinance,
1984 in the manner so required and respectively give a true and fair view of the state of the
Company’s affairs as at December 31, 2011 and of the profit, its cash flows and changes in
cquity for the year then ended; and

KPMG Taseer Hadi & Co.

d)  in our opinion no zakat was deductable at source under the Zakat and Ushr Ordinance,
1980 (X VIII of 1980).

ML Bk S

Islamabad KPMG Taseer Hadi & Co.
Dated: 26 March 2012 Chartered Accountants
Engagement Partner

Muhammad Rehan Chughtw?(p(




Pak China Investment Company Limited
Statement of Financial Position
As at December 31, 2011

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Subordinated loans

Liabilitics against assets subject to finance lease
Deferred tax liabilitics

Other liabilities

NET ASSETS

REPRESENTED BY

Share capital

Reserve

Advance against issuc of shares

Unappropriated profit

Surplus/ (deficit) on revaluation of assets - net of tax

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 34 form an integral part of these financial statements.

-

Director /
) P

Managing Director

Note

13

14

15.3
15.4

16

17

2011 2010
Rupees Rupees
1,491,717,118 1.399.836.094
23,226,506 8.736.067
583,954,255 1.264,139.593
4,077,544,264 3.099,786.748
4,437,660,212 5.308.893.009
176,177,287 180,565,507
3,470,790 3,043,945
384,565,310 368,958.964
11,178,315,742 11.633.959.927
106,873,755 1.132,259.095
12,220,140 24,497,667
119,093,895 1.156,756,762
11,059,221,847 10,477,203,165
9,116,400,000 6,457.200,000
388,411,071 285,671,066
- 2.593.499.200
1,553,644,283 1,142,684.261
11,058,455,354 10.479,054,527
766,493 (1.851,362)
11,059,221,847
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Pak China Investment Company [.imited
Profit and Loss Account

For the vear ended December 31, 2017

Mark-up / return /- interest carned
Mark-up / return / interest expensed

Net mark-up / interest income

Provision against non-performing loans and advances
Provision for diminution in the value of investments
Impairment loss on available for sale investments
Bad debts written off directly

Net mark-up / interest income afier provisions
NON MARK-UP / INTEREST INCOME

I'ee. commission and brokerage income

Dividend income

Exchange gain / (loss)

Gain on sale of securitics

Unrealised gain / (loss) on revaluation of investments classified as held for trading
Other income

Total non mark-up / interest income

NON MARK-UP / INTEREST EXPENSES

Administrative expenses

Provision against lending to financial institutions
Other charges

Total non mark-up / interest expenses

Loxtra ordinary / unusual items

PROKFIT BEFORE TAXATION
Taxation - Current
- Prior

- Deferred

PROFIT AFTER TAXATION
Unappropriated profit brought forward

Profit available for appropriation

Basic and diluted earnings per share

The appropriation of profit available is set out in the statement of changes in equity.

The annexed notes 1 1o 34 form an integral part of these financial statements.
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2011 2010
Rupees Rupees
1,312,685,528 1.252.143.235
(47,665,953) (283.898.690)
1,265,019,575 968.244.545
175,398,653 41.360.577
60,929,000 -
85,600,000 60,800.000
321,927,653 102.160.577
943,091,922 860.083.968
8,900,625 15.708.068
63,159,372 (39,020.927)
60,312,850 198,597.196
1,064,468 939,147
133,437,315 176.223.484
208,403,408 180.205.244
521,000 621
208,924,408 180.205.865
867,604,829 862,101,587
334,461,262 316.829.241
21,280,000 (69.383.238)
(1,836,460) 54.289.552
353,904,802 301,735.555
513,700,027 560.366,032
1,142,684,261 694.391.435
1,656,384,288 1.254,757.467
0.57 0.62

Director




Pak China Investment Company Limited
Statement of Comprehensive Income

For the year ended December 31, 2011

2011 " 2010
Rupees Rupees
Profit after tax for the vear 513,700,027 560.566.032
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 513,700,027 560.366.032

The annexed notes 1 1o 34 form an integral part of these financial statements. Yé((”’
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Pak China Investment Company Limited
Cash IFlow Statement
For the year ended December 31, 2011

CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation

Adjustments for:
Depreciation
Amortization
Provision for gratuity
Provision against non-performing loans and advances
Provision for diminution in the value of investments

Impairment loss

(Profit) / loss on disposal of operating fixed assets including write off

Decrease/ (increase) in operating asscts
Lendings to financial institutions
Advances
Others asscts (excluding advance taxation)

Increase/ (decrease) in operating liabilities
Borrowings
Other liabilities (excluding current taxation)

Gratuity paid
Income tax paid

Net cash from / (used in) operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Net investment in 'available-for-sale’ securitics

Net investment in 'held-to-maturity’ sceurities

Capital expenditure

Sale proceeds of property and cquipment disposed-ofT
Net cash (used in) ~ from investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Advance against issuc of shares

Net cash flow from financing activities

Increase in cash and cash equivalent

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at ead of the vear

The antiexed notes 1o 34 form an integral part of these financial statements.
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Note 2011 2010
Rupees Rupees
867,604,829 862.101.587
11,512,903 12.455.905
1,556,722 1.060.640
4,115,883 5.069.114
175,398,653 41.360,577
60,929,000 -
85,600,000 60.800.000
(6,300) 76.829
1,206,711,690 982.924.652
680,185,338 (19.110,563)
695,834,144 (713.591,022)
7,722,458 (148.690.373)
1,383,741,940 (881.391,958)
(1,025,385,340) 156,574,595
(1,253,683) 1,522,642
(1,026,639,023) 158.097.237
(4,586,040) (3.334.885)
(389,623,754) (338.029,756)
(394,209,794) (341.364.641)
1,169,604,813 (81,734.710)
(1,120,259,046) 1.558.588
- 56.570.250
(8,681,404) (6.609.724)
6,300 279.000
(1,128,934,150) 51.798.114
[ 65,700,800 | 65.700.800 |
65,700,800 65.700.800
106,371,463 35.764.204
1,408,572,161 1.372.807.957
23 1,514,943,624
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Pak China Investment Company Limited
Statement of Changes in Equity

For the year ended December 31,2011

Share Statutory Reserve Unappropriated  Advance against issue Total
Capital Profit of shares
(Rupees)
Balance as at January 01, 2010 6.457,200,000 173.597.860 094,391,435 2,527,798 400 9.852.987.695
Total comprehensive income for the year - - 560,366,032 = 360,366,032
Transfer to statutory reserve - 112,073,206 (112,073.206) - -
Transaction with owners recognised directly in equity
Advance against issuc of shares (note 15.4) - - - 65,700,800 65.700.800
Balance as at December 31, 2010 6,457,200,000 285,671,066 1,142,684,261 2,593,499.200 10,479,054,527
Balance as at January 01, 2011 6,457,200,000 285,671,066 1,142,684,261 2,593,499,200 10,479,054,527
Total comprehensive income for the year - - 513,700,027 - 513,700,027
Transfer to statutory reserve - 102,740,005 (102,740,005) - -
Transaction with owners recognised directly in equity
Advance against issue of shares (note 15.4) - - - 65,700,800 65,700,800
Advance against issue of shares converted to equity 2,659,200,000 - - (2,659,200,000) -
Balance as at December 31, 2011 9,116,400,000 388,411,071 1,553,644,283 - 11,058,455,354
NS WM
PN~
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Pak China Investment Company Limited

Notes to the Financial Statements
For the vear ended Pecember 34, 2011

2.1

31

32

s

STATUS AND NATURE OF BUSINESS

Pak Clina vestment Company Limited ("the Company") was incorporated in Pakistan as a limited company on July 27, 2007, The registered office of the
Company is situated at 13th Floor, Saudi Pak Tower, Blue Area, Islamabad. The Company i u 50:50 joint venture between the ‘Government af China’ and
‘Gaovernment of Pakistan' through China Development Bank and Ministry of Finance respectively, The objective of the Company is to invest in infiastructure
profects. both dircetly and through establishment of various subsidiary companies:

The Company has commenced business afier obtuining Certificate of’ Commencement of Business from Securities and Exchange Commussion. of Pakistan
an on 10 January 2008, The Federal Governmient of Pakstan

("SECP"Y on 02 November 2007 and permission to commence business from State Bank of Pak
specified the namie of the Company for the purposes of section. 3{A) of the Banking Companies Ordinance, 1962 on 15 December 2007,

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan, Approved accounting standards
comprise of such International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board as ave notified under the Comparties
Ordinance. 1984, provisions of and directives issued under the Companies Ordinance, 1984 and the dircctives issued by the State Bank of Pakistan (SBP). In case
requirements differ, the provisions of and directives issued under the Companies Ordinance, 1984 and the directives issued by SBP shall prevail.

International Accounting Standard 39, "Financial Instruments: Recognition and Measurement", International Accotmting Standard 40, "Investment Property” and
Inferrintional Financial Reporting Standard 7."Financial Instruments: Disclosure” are not applicable to banking companies in Pakistan. Accordingly. the
requirements of these standards have not been considered in the preparation of these financial statements. However. investments have been classified and valued
in accordance with the requirements prescribed by SBP through varfous cireulars.

Forthcoming accounting standavds/ interpretations

The following standards, amendments and interpretations of approved accounting standards. will be effective for accounting periods beginning on or afier 01
January 2012:

IAS 27 Separate Financial Statements (2011) - (cffective for annual periods beginning on or after ) January 2013). 1AS 27 (2011) supersedes IAS 27 (2008).
Three new standards IFRS 10 - Consolidated Financial Statements, IFRS 11- Joint Arrangements and IFRS 12- Disclosure of Interest in Other Entities dealing
with IAS 27 would be applicable effective | January 2013, 1AS 27 (2011) carries forward the existing accounting and disclosure requirements for separate
financial statements, with some minor clarifications. The amendments are not expected to impact the current trausactions of the Company.

JAS 28 Investments in Associates and Joint Ventures (2011) - (effective for annual periods beginning on or after [ January 2013). 1AS 28 (2011} superscdes TAS
28.(2008). 1AS 28 (2011) makes the amendments to apply 1FRS 5 to an investment, or.a portion of an investiment, in an associate or a joint venture that meets the
criteria to be classificd as held for sale: and on cessation of significant influence or joint control, even if an investment in an associate becomes an investnent in
a joint venture. The amendments are not expected to impact the current transactions of the Company.

" 1AS 19 Employee Benefits (amended 2011) - (effective for annual periods beginning on or after [ January 2013). The amended [AS 19 includes the amendments

that require actuatial gains and losses to be recognised immediately in other comprehensive income; this change will remove the corridor method and eliminate
the ability for entities to recognise all changes it the defined benefit obligation and in plan asscts in profit or loss, which currently is allowed undet IAS 19; and
that the expected return on plan assets recognised in profit or loss is calculated based on the rate used-to discount the defined benefit obligation, The Company
does not plan to adopt this change carly and the extent of the impact has not been determined.

Presertation of tems of Other Comprehiensive Income (Amendments to 1AS 1) - (effective for annudl periods beginning on or afier 1 July 2012). The
amendments require that an entity present separately the:items of other comprehensive income that would be reclassified to profit or loss in the future if certain

conditions are met from those that would never be reclassified to profit or loss, The amendments do not dddress which items are presented in other
camprehensive income or which ifems need to be reelassified. The requirements of other approved accounting standards continue to apply in this vegard. The

amendments are notexpectdd to mpact the carrent tramsactions of the Company.

“ Offsetting, Financial Assets and Financial Liabilities (Amendments to 1AS 32) ~ (effective for amual periods beginning on or after | January 2014). The

amendiments address inconsisiencies it current practice when applyiing the offsetting criteria in IAS 32 Financial lnstruments: Presentation, The amendments
clarify the meaning of “currently has a legally enforceable right of set-off". and that some gross settlement systems muay be consideiéd equivalent 10 net
settlement. The antendmients are not expected to impact the crrent transactions of Company.

IFRIC 20 - Swripping cost in the production phase of a surface mining (cffective for annual periods beginning on or after [ January 2013). The interpretation
requires production stripping ¢ost in a surface mine to be capitalized if certain criteria are met. The amendments have no impact on the unconsolidated {inancial
statements of the Company.

BASIS OF PRESENTATION AND MEASUREMENT
Basis of presentation

These financial statements have been presented fi-accordance with the requirements of format preseribed by SBP’s BSD Cireular No 4 dated February 17, 20006,
Basis of measurement

These financial statements bave been prepared under the historical cost convention as maodified for certain investments which are carried at fair value and defined
benelit gratuity plan which is carried at present value of defined benefit obligations net of fair value of plan assets and unrecognised actiarial Yosses. ‘}ﬁ%



Pak China Investment Company Limited

Notes to the Financial Statements
For the vear ended December 31, 2011

3.3

3.4

4.1

42

4.3

4.4

Furnctional and presentation carrency

The tinancial statements are présented in Pakistan Rupee§ which 1 the Company’s functional curréncy. The amounts have been rounded off 1o the nearest rapee

Critieal accounting estimates and judgements

The preparation of financial statements n ¢onformity with approved accounting standards requires management to make judgements. estimates and assumptions
that affect the application of policies and reported mmount of assets and Habilities, meome and expenses. The estimates and associated asswmptions are based on
storical experience and various other factors that are believed 1o be reasonable under the circumstanices, the results. of which form basis of making the
judpements about carrying values of assets and liabilities which are not readily apparent from other sources. Actual results may differ from these estimates. The
estimates and underlying assumptions are reviewed on an onhgoing basis. Revision to accounting: estimates are recognised in the period in which the estimate is
revised iff1he revision affeets only that period, or in the period o its revision and future periods if the revision affects both current and future periods, Judgement
niade by the management in the application’ of approved accounting standards that have significant effect on the financial statements and estimates with a
stgnificant risk of matertal ndjustment w the next year are discussed it note 32,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting polices applied in the preparation of these financial statements are set ot below. These policies have been consistently appiied to the

period presented.

Cash and cash equivalents

Cash and cash equivalents comprise of cash and balances with treasury banks and with other banks.
Revemte recognition

taking into account effcetive yield on the instrument, except where

Mark-up / return / interest incoine and expenses are recognised on a time proportion basis
recovery is considered doubtful, the income is recognised on receipt basis. Interest / return / mark-up on rescheduled / restructured advances and investments is
recoymised as permitted by the Pradential Regulations issued by SBP.

Gain / (loss) on sale of securitics is recognised in profit and loss account at the time of sale of relevant securitics.

Surplus / {delicit) arising on revatuation of the Company's held for trading investment portfolio is taken to profit and loss account.

Premium or discount on acquisition of investments is capitalised and amortised through profit and loss dccount over the remaining period till maturity,

Dividend income is recogmised when the Company's right 1o receive the dividend is established.

Fee, commission and brokerage income is recognised ag the services are rendered.

Sul¢ and repurchase agreements

Securities sofd subject to a repurchase agreement (repo) are retaingd in the financial statements ‘as investiment and the counter party Hability is incladed in
borrowings. Securitics purchased under an agreemeni to resell (teverse repo) are not recognised in the financial statements as investments and the amount
extended to the counter party is included in lendings to financial institutions. The difference between the purchase/ sale and ve-sale/ rezpurchase price is

recopnised as mark-up income/ expense on a time proportion basis, as the case may be,

Advances

Advances are stated net of provisions for non-performing.advances. Provision for advances is deteomined in accordance with the requircinents of the Prudential
Regulations issued by SBP from time 10 time. Tn addition, a general provision is maintained for advances (Refer note 9.3.2),

Provision against non-performing advanees and general provision is charged to profit and loss account. Advanices are written ofl when there is no realistie

prospect of recovery

Investments

The Company classifies its mvestments as follows:

{a) Held to matority
These me securitics with {ixed or determinable payinents and maturity in respeet of which the Company has the positive intent and ability o hold il matuity, In
accordance with the BSD circular No. 14 dated September 24, 2004 issued by the State Bank of Pakistan, investments classified as ‘held to:maturity' are carried at

amortised cost less Tmpainmesit, i any. Impairment on debt securities is detenmined i accordance with the requitements of Prudemial Regulations issued by SBP

and.inelnded in profit and toss account,

&




Pak China Investment Company Limited

Notes to the Financial Statements
Jeor the year ended December 31, 2011

4.6

4.7

4.8

{h} Available for sale
These are mvestments that do not fall under the held for trading or held 1o msturity categories.

sociated with the investment.

Investments are initially recognised at fair value which includes transaction cos

Premium or discount on acquisition of investments is amortised through the profit and loss account over the remaming period il maturity using effective interest
method.

i necordance with the requirements of SBP. quoted securitics are subsequently re-ineasured to market value, Surplus / {deficit) arising on revalnation of quoted
seeurities clussified as available for sule, s taken to aseparate account shown in the balance sheet below cquity:

fmpaimient loss in respect of investments classified as available for sale {except debt seeurities) i recongmised based on management’s assessment of objective
evidenice of imparment as o vesult of one or more events that may have an impact on the estimated fiture cash flows of the mvestments. A significant or
prolonged decline in fair vaiue of marketable investment below its cost is also considered an objective evidence of impainment, Provisions {or diminution in the

value of debt securities is made as per the Prudential Regulations issued by the SBP and included in profit and loss account, In case of iimpairment of available
for sale quoted sceurities, the cumulative foss that has been recognised directly in equity is removed from cquity and recognised in the profit and loss account.

Profit  loss on sale of investments is credited / charged to the profit and loss acconat currently.

Taxation

Current

Charge for current taxation is based on taxable income at the current rates of taxation afier taking into account tax credits and tax rebates availdble, if any.
Deferred

The Company accounts for deferred taxation using balance sheet liability method on all temporary differences. The amount of deferred tax provided is based on
expeeted manner of realisation or settlement of the carrying amount of assets and liabilitics using the tax rates enacted or substantively enacted at balance sheet
date. A deferred 1ax asset is recognised only 1o the extent that it is probable that future taxable profits will be available and the credits will be utilised. Deferred

Y asset is reduced to the extent that it is no longer probable that the related 1ax benefit will be realised.

Operating fixed assets and capital work-in-progress

Fixed assets are stated at cost less accumulated depreciation and impairment loss (if"any). Capital work in progress is stated at cost less impaiment, if any.

Depreciation is calcufaied on a straight line method to write off the depreciable amount of each asset over its estimated useful life afier taking into account

residual value, if any. Rates of depreciation are specified in Note 10.2 to the financial staicments, Depreciation on additions during the year is charged from the
month of acquisition or the date the asset is available for use and on disposals upto the:month of digposal.

The costs of day-to-day servicing of property and equipment are recognised in profit or loss as incurred.

Gains and losses on disposal of an item of property and equipment are. determined by comparing the proceeds from disposal with the carrying amount of property
and equipiment, and are 1ecognised net within “other incoine™ in profit or loss,

Intangible assets
Intangible assets having finite nseful life are stated at cost iess accumulated amortization and accumulated impairment losses, if any. Such intangible assets are

amortized using the straight line method over their estimated useful lives. The useful lives and amortization méthods are reviewed and adjusted, if appropriate at
each balance sheet date. Intangible asset having an indedinite useful 1ife are stated at acquisition cost, less impairment loss. if any,

Staff Retirement Benefits

Defined benefit plan

The Companty operstes an approved funded grawity scheme for all nts regular employees. Contributions are made in accordance with the actuarial
réconuneidaiion and meluded in profit and loss account. The actuarial valuation is caried out nsing “Projected Unit Credit Methad™ The actuarial gains / Josses

in excess of carridor Hinit (10% of higher of present value of obligation and fair value of plan assets] are recognized over the expected remaining working life of
the employees. The Company has adepted-a policy of récognising transitional liability over a period of 5 years,



Pak China Investment Company Limited

Notes to the Financial Statements
For the vear eneded Decenther 31, 2011

4.10

441

4.13

4.14

4.16

417

4,18

Defined contribution plan

The Company operates a tecogrised provident fund seheme for all ity regular employees for which equal monthly contributions are made both by the Coinpany
and by the employees at the rate of 10% of the basic salary of the employee

fmpairment

The carrving amount of the assets are reviewed at each balance sheet date to determine whether there is any indication of impairment. I any such indication
exists, the asset's recoverable amount is estimated. An impaivment Toss is vecognised whenever the carvying dmount of an asset exceeds its recoverable amount,
fmpaitment losses are reversed when there is an indication that impairment loss niay no longer exist and there has been a change in the estimate used to determine

the recoverable amownt
Foreign curvency

Forcipn currency transactions are recorded at the rates prevailing on the date of transacuons. Monctary assets and fiabilities in foretpn currency are reported
Pakistan Rupees at the rates of exchange prevailing on the balance shieet date. Exchange gains and losses are included in income currently.

Off-setting of financial assets and financial liabilities

“Financial assets’ and ‘financial Habilitics’ are only offset and the net amount is reported in the. balance sheet if the Company has a legal right to set-ofT the
transaction and also mtends either to settle on a net basis or to realise the asset and settle the Jiability simultancously.

Earnings per share

‘e Company presents basic camings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing the profit or loss attributable o ordinary
shareholders of the Company by weighted average number of ordinary shares outstanding during the year including instrument mandatorily convertible into
ordinary shares.

Provision of guarantee claims, off balance sheet items and other provisions

Provision for guarantee claims and other off balance sheet obligations are recognised when intimated and reasonable certainty exists for the Company to settle the

obligation.
Other provisions are recopnised when the Company has a legal or constructive obligation as a result of past cvents, it is probable that an outflow of resources will

be required to settle the obligation and a reliable estimate of the amount can be made. Provisions are reviewed at each balance sheet date and are adjusted to
reflect the current best estimate.

Borrowings

Borrowings other than tepo are recopnized initially at cost being the fair value of consideration received, less attributable transaction costs. Subsequent to initial
recopnition. mark-up bearing borrowings are stated at amoutized cost with any difference between originally recopnized amount and redemption value being
recognized in profit and loss account over the period of borrowing on an effective interest rate basis.

Other liabilities

Other linbilitics are carried at cost which is the fair value of the consideration (6 be paid in the future for goods and services reccived.

Dividend and appropriation to reserve

Dividend and appropriation to reserves, except appropriation which are required by law after the balance sheet date, are recopnised as lability i the Company's
financral statements in the year in which these are approved.

Segment information

A sepment s distingnishuble component of the Company that is engaged in providing products or services (business sepment), or in providing products or
services within a particular cconomic environment (geographical segment), which is subject to risks and rewiirds that are different from those off other segments.
The Company's primary format of reporting is based on business segments.

Business Segments

Following are the main segments of the Company:

Corporate Finance Includes loans, advances and other transactions with corporate customers,
Trading & Sules Undertakes the Company's fund management activities through leveraging and investing in liquid asscts suchas shost tenn placements

It carries out spread hased activitics in the fiiter bank mavket and manages the interest rate risk exposure of the Company.

Geographies] Segroents

The Company's all business sepments operate only in Pakistan. \j‘
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7.2

7.3

CASH AND BALANCES WITH TREASURY BANKS

Cash in hand in locil currency

With State Bank of Pakistn in

local currency eurrent account

With National Bank ol Pakistan in
focal currency current account
foreign currency deposit account

Note

2011 2010
Rupees Rupees
25,000 25,000
7,279,622 6243511
1,250,421 404,837
1.483,162,075 1,393.162,746 -
1,491,717,118 1,399.836,094

The local eurrency current account isanaintamed with SBP as per the requirement to maintain a Jocal currency cash reserve at a sum not lessthan such percentage

of time and deniand lishilites in Pakistan as inay be preseribed from time to time by SBP,

This represents. foreign currency deposit receipt (FDR) of National Bank of Pakistan. The return on this FDR ranges between .55% to 3.70% per annum
(2010:0.70% 10 1%) during the period of placeément and is maturing on 14 June 2012

BALANCES WITH OTHER BANKS
In Pakistan

- Local currency current accounts
- Local currency deposit accounts

LENDINGS TO FINANCIAL INSTITUTIONS

Lending under fetter of placements (LoPs)
Repurchase agreemerit Tending, (Reverse Répo)

All lendings of {he Company are in local currency.

Noste

o

2011 2010
Rupees Rupees

2,238,027 6,843,636
20,988,479 1,892,431
23,226,506 8,736,067
- 964,509,745
583,954,255 299,629,848
583,954,255 1,264,139,593

This is sccured against underlying Government security, The differential between the contracted rate and re-sale price is amortised over the period of related
contiaet and recorded under mark-up / retan / interest earmed. This carries mark-up at the rate of 11.90% (20101 12.75%) per annum with matarity of 4 to 7 days

(2010: 3 days).

Security held as collateral against lending to financial institution

2011 2010
Held by the Further givén as Total eld by the Further given as Totl
Company collateral i Company collateral ’
Rupees Rupees
Market Treasury Bill 583,954,255 - 583,954,255 299,629 848 - 299,629,848
583,954,255 - 583,954,255 299.629,848 - 299,629,848

W
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Pak China Investment Company Limited

Notes to the Financial Statements
Fui the year ended December 31, 2007

Noie 2011 2010

1t FINED ASSETS {Rupees) (Rupees)
Capital work-in-progress .l 156,118,576 149,039,013
Property and equipment 102 18,443,919 28,354,982
intangible asset 1.3 Lo Lei4792 Y

176,177,287

1.1 Capital work-in-progress S
Advarnces to suppliers L861,510
Civil works iy 154257066

S 576

1011 This vepresents value of work w prosress on propeny focated at DIIA Karachi.

L2 Property and eguipoient
2011

. Additions/ Closing . Charge Closing Net book value Rate of
Opening . Opening X TR
{dcletions) halance as at during the halance as at as at depreciation
balance as at N bhalance as at .
Jam 0L, 2011 during the December 31, Jaw G1. 2011 year {on December 31, December 31, perannum
Jan A Jil .
' year 2011 ' deletion} 2011 2011 W
o
Rupees
Vehicles 3,073,716 - 3,073,716 1,610,208 614,743 2,224,951 848,765 20%
Computer and office equipment 17,245,280 1,587,841 18,826,821 10,916,874 4,591,258 15,501,832 3,324,989 33%
(6.300) {6,300)
Furniture and fixtures 13,007,242 14,000 13,021,242 4,944,912 2,603,547 7,548,459 5472,783 20%
Leaschold improvements 12,354,940 - 12,354,940 4,176,595 2,470,988 6,647,583 5,707,357 20%
Eleetrical fittings 6,161,835 - 6,161,835 1,839,442 1,232,367 3,071,809 3,090,026 20%
51,843,013 1,601,841 53,438,554 23,488,031 11,512,903 34,994,634 18,443,920
e S ( e~ nie e e e . o e e
2010
CosT DEPRECIATION S
. itions/ “losil . Charg; ing “losing Rate of
Opening Addlt.lons Closing Opening Charge during Closing Net book value / ate 0
(detetions)/ balance as at theyear (On balance as at depreciation per
balance as at . . balance as at . as at Deceinber
(adjustments)  December 31, deletion/ December 31, anpuni
Jan 01, 2010 N Tan 01, 2010 . 31,2010
during the year 2010 adjustments) 2010 o
Y
Rupees
Vehicles 3.073.7t6 - 3,073.716 995,465 614,743 1,610,208 1,463,508 20%
Computer and office equipment 14,987,451 3,029,629 17,245,280 5,838,142 5,544,350 10,916,874 6,328,406 33%
(744,900) (455,216)
(26,900} (10,402)
Furntiure and fixtures 12,971,358 150,000 13,007,242 2,399,426 2,593,457 4,944 912 8,062,330 20%
(114,116) (47,971)
Leasehold improvements 12,354,940 12,354,940 1,705,607 2,470,988 4,176,598 8,478,345 2%
IHectnical fittings £,101,835 6,161,835 607,075 1,232,367 1,839,442, 4,322,393 20%
49,549,300 3,179,629 51,843,013 11,548,118 12,455,905 23,488,031 28,354,982
(859,016) (503,187)
(26,900} (10,402)
10.2.1 The air value of property and equiy ag per th I estimate is pot materially different from the carrying aimount
10.3 Intangible asset
Amortization . e
Closing . o Tlosi ¢ ‘il ite of
Opening Additions Clasing Opening Amortization Closing Net book valie R I‘f n,
N balance as at balanee as at as at amortization
bilance s af during the balance as at charge for
Jan 01, 2011 vear Décember 31, the vear December 31, December 31, per anogum
] caow MRT TR aew o wu
Compuer software 1,674,479 - 4,674,479 1,502,967 1,556,722 3,059,689 1,614,790 33%
4674479 - 4,674,479 1,502,967 556,722 3.059.680  LO14790
2010 e
; CosT . Amortization
" - “losing, . rtizati “lasing . ateof
Opening Additions / Closiny Opening Amortization Closing Net book value R“\L “!
5 balanee as at - charge for the  balance as at amortization
balance as at adjustment December 31 balance as at car ot December 31, 2 at December Jor anm
Jan 01,2010 during the vear cember 32, Jan 01, 2010 y‘« iy o 312040 pe
, . e AONO D Mustment 2000 %
U ... L4 e S
Compiiter soflware LIRS0 2,042 060 AOH AT 431,928 1,060,640 1,502,967 371512 33%
26,900 16,402
1058100 201aee | aenaat 431,925 06640 1,502,967 3071802

B S TR, 8
!@;ﬁ%



Pak China Investment Company Limited
Notes to the Financial Statements

For the vear ended Decenher 31, 20011

10.4

12.1

13.2

Details of disposal of fixed assets

Particulars of assets Cost Acc“"",llﬂ,wd Book value Sale procecds
dépreciation
Rupees

Assets having book value of less than
R 250.000.- or cost of less than
Rs. 1,000,000 6,300 6,300 - 6,300

2011 6,300 6,300 - 6,300

2010 859.016 503,187 355,829 279.000

Note 2011 2010
DEFERRED TAX ASSETS Rupces Rupees
Debit/ (credit) halances avising on account of:
Recoguised in profit aud loss account
Accelerated tax depreciation allowance 1,378,330 (1,503,160)
Preliminary expenses 351,915 1,055,744
Provision for non-performing loans 38,825,150 17,500,000
Exchange gain-net (36,510,533) (15,008,737)
Provision for gratuity (161,345) 3210
Recognised in equity
(Surplus)/ deficit on revaluation of available for sale invéstments (412,727) 996,888
3,470,790 3,043,945
Movement of deferred tax is as follows:
Opening balance 3,043,945 57,189,957
Credit/ (charge) for the year 1,836,460 (54,289,552)
(Charged)/ credited to equity (1,409,615) 143,540
Closing balance 3,470,790 3,043,945
OTIHER ASSETS
Income / mark-up acerned in jocal currency 121 345,052,860 349,824 359
Income / mark-up accrued in foreign currency 2,706,263 893,151
Advances, deposits, advance rent and other prepayments 13,403,418 18,241,454
Receivable from gratuity fund 460,987 -
Advance tax - net . 22,858,647 -
Others 83,135 -
384,565,310 368,958,964
This balance has been arrived at after adjusting interest in suspense of Rs. 195,186,907 (2010: Rs. 92,633,352).
BORROWINGS
In Pakistan 106,873,755 1,132,259,095
Detatl/ particular of borrowings with respect to currencies and security
In tocal currency, repurchase agreement borrowings - secured - 832,259,095
In local currency, other borrowings -unsecured - 300,000,000
in local currency, SBP Refinance-FFSAP Scheme - unsecured 13.2 106,873,753 -
106,873,755 1,132,259.095

This represents financing facility obtained from SBP under the scheme "Finaneing Facility For Storage of Agri Produce (FFSAPY vide SMEFD circular No.
08 dated June 04,2010 This carries mark up rate of 6.5 % p.a. and is repayable in 14 semi-annual instalments started from 15 July 2011 \é’
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fd4 OTHER LIABILITIES 2011 2010
Rupees Rupees
Mark-up/ return/ interest pavable in local currency 1,750,973 7235016
Payable to suppiicrs 1,162,500 2,611,933
Acerued-expenses 9,306,607 2.895016
Current taxation (Provisions less payments) - 11.023,844
Withholding lax/ federal exeise duty pavable - 117,358
Pavable to gratuity fund - 9,170
Others - 605.330
12,220,140 24 497.667
I3 SHARE CAPITAL
I5.1  Authorised Share Capital
2011 2010
(Number of sharcs) {(Number of sharey)
1.214,000,000 1,214,000,000 Ordinary shares of Rs, 10 cach 12,140,000,000 12,140,000,000
152 lIssued, Subscribed and Paid-up Share Capital
2011 2010
(Number of shares) (Number of shares)
911,640,000 645,720,000 Ordinary shares of Rs. 10 each, issued for cash. 9,116,400,000 6,457,200,000

"Fhe Ministry of Finance (MOF) on behalf of the Government of Pakistan (GOP) and China Development Bank (CDB) on behalf of Government of China
(GOC) each held 455,820,000 ordinary shares of the Company as at December 31, 2011

2011 2010
153.3  Reserves Note Rupees Rupees
Compulsory reserve - statutory seserve 15.3.1 388,411,071 285,671,066 ‘.@
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15.3.1 Compulsory reserve - statutory reserve

P
n

16

17

18.1

According to BPD Circular No. 15 dated May 31, 2004 issued by SBP. an amount not less than 20% of the after tax profits shall be transierred to
create a reserve fund till such time the reserve fund equals the amount of paid-up capital and after that a sum not less than 5% of profit afier tax
shall be eredited to statutory reserve. Therefore in accordance with SBP requirements, the Company is transferring 20% after tax profit for the year
to statutory reserve

During the vear the Company tssued 132,960,000 shares of Rs. 10 each to Ministry of Finance (MOF) dnd China Development Bank (CDB) cach
agaminst advance for issue of shares. The movement in share capital is as {ollows

Number Rupees
Balance as at O January 2011 045,720,000 6,457,200,000
Shares allotted (against cash) 265,920,000 2,659,200,000
Closing balance 911,640,000 9,116,400,000

Reserves as at December 31, 2011 include Rs. 170.84 million (December 31, 2010: Rs. 34.36) in respect of Forced Sale Value (FSV) of mortgaged
residential, commercial, industrial properties (land and building only) and plant and machinery held as collateral against non-performing advances
and investments allowed under BSD circular No 1 of 2011 dated October 21, 2011, Reserves to that extent are not available for payment of cash or
stock dividend.

2011 2010
SURPLUS/ (DEFICIT) ON REVALUATION OF ASSETS - NET OF TAX Rupees Rupees
Surplus/ (deficit) on revaluation of available for sale investments 1,179,220 (2,848,250)
Deferred tax (412,727) 096,888
Surplus/ (deiicit) on revaluation ol available-for-sale securities - Net 766,493 (1,851,362)
CONTINGENCIES AND COMMITMENTS
Transaction related contingent liabilitics
Letters of guarantees 23,420,379 111,379,987
Trade refated contingent liabilitics
Letters of eredit 207,707,400 99,998,542

Commitments
The Company makes commitments to extend credit in the normal course of its business but these being revocable commitments do not attract any
significant penalty or expense if the facility is unilaterally withdrawn except for Rs.252,143 824 (2010: Rs. 653,757,438).

2011 2010

MARK - UP / RETURN / INTEREST EARNED Rupees Rupees
On loans and advances 1o customers 836,160,177 745,778,456
On investments in
- Held-to-maturity securities 51,855,631 55.897.,727
- Available-Tor-sale securities 328,318,287 323,881,984
On deposits with other banks and financial institutions 62,731,904 99,335 499
On securitics purchased under resale agreement 33,619,529 27,249,569

1,312,685,528 1.252.143.235

MARK - UP / RETURN / INYEREST EXPENSED

Other borrowings 10,335,435 18,959,328

fnterest expense on SBP Refinance-IFFSAP Scheme 4,731,726 B

Seeurities sold under repurchase agreements 32,598,792 264,939,362
47,665,953 283,898,690

® ]
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19.2

21

ADMINISTRATIVE EXPENSES

Salaries, allowances and employees™ benefits
Directors” fee

Gratuity

Employer’s contribution to the provident fund
Travelling. conveyance. boarding and lodging,
Rent, rates and taxes

WUtilities

Communication

Office sccurity charges

Professional training and stalt welfare
Donation

Advertisements, periodicals and membership dues
Printing and stationery

Depreciation

Amortization

Auditors' remuncration

Legal, consultancy and other professional services
Repairs and maintenarnice

Insurance

Entertainment

Bank charges

Brokerage fee and commission

Miscelancous

Loss on sale of operating fixed assets

10.2
10.3
19.2

2011 2010
Rupees Rupees
115,667,198 101,781,225

1,557,900 258,000
4,115,883 5,069,114
3,943,745 3.466,748

12,918,347 7.335,676

28,313,129 26,221,184

3,362,864 3,125,389
1,578,426 1,580,085
2,828,000 1,757,000
226,327 238,891
10,000,000 500,000
260,417 1,222,144
2,132,702 1,421,169
11,512,903 12,455,905
1,556,722 1,060,640
850,000 675,000
2,476,255 2,832,224
2,339,662 2,543,123
1,172,729 1,516,325
959,966 889455
188,605 420,239
356,745 2,326,608
84,883 1,432271

- 76,829
208,403,408 180,205,244

This represents donation given to Prime Minister's Flood Reliel Fund. None of the directors or their spouscs had any interestin the donce fund.

Auditors' remuneration

Audit fee

Half yearly review

Special certifications and sundry advisory services
Out of pockel expenses

OTHER CHARGES
Penalty imposed by SBP
TAXATION

Current

Prior

Deferred

Relationship hetween tax expense and
accounting profit

Profit before taxation
Tax at applicable rate ol 35%.

Net tax effect of inadmissible expenses
Other permanent differences

2011 2010
(Rupees) (Rupees)
450,000 425,000
150,000 125,000
200,000 75,000
50,000 50,000
850,000 675,000
521,000 621
334,461,202 316,829,241
21,280,000 (69.383,238)
(1,836,460) 54,289 552
353,904,802 301,735,555
867,604,829 862,101,587
303,661,690 301,735,555
51,422,350 -
(1,179,238) -
353,904,802 301,735,555

¢
K
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BASIC AND DILUTED EARNINGS PER SHARE
Profit for the vear (Rupecs)
Weighted average number of ordinary shares (Number)

Basic/ diluted carings per share (Rupeés)

‘There is no difutive effect on the basic carnings per share-of the Company.

CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks
Balances with other banks

STAFF STRENGTII

Permanent

Temporary / on contractual basis

Own stalf strength at end of the year/ period

Outsourced
Total staff strength

DEFINED BENEFIT PLAN

General description

2011 2010
513,700,027 560,366,032
908,921,967 905.069.920

0.57 0.62

2011 2010
(Rupdes) {Rupees)

1.491,717,118 1.399,836,094

23,226,506 8,736,067

1,514,943,624 1,408,572,161
(Number) (Number)
35 33
1 I
36 34
8 6
44 40

The Company operates an approved funded gratuity scheme for all its regular employees. Contributions are made in accordance with the actuarial

recominendation. Latest actuarial valuation was carried out for the year ended December 31, 2011,

The benefits under the gratuity scheme are payable on retirement at the age of 60 years or carlier cessation of service in lump sum. The benefit is
equal to one month's last drawn basic salary for each year of eligible service or part thereof, subject to a minimum of one year of service.

Principal actuarial assumptions

Discount rate used

Expected rate of return on plan assets

Expected rate of salary increase

Average remaining working lives of employees
Normal retirement age

Reconciliation of payable to defined benefit plan

Present value of the defined benefit obligations
Benelits payable

Fair vaiue of plan asscts

Actuarial (gain)/ loss to'be recognised in later periods
Transitional liability to be recognised later

Balance sheet (asset) / liability as at 31 December 2011

2011 2010
12.50% 13.00%
13.00% 13.00%
1L.50% 12.00%

12 Years 13 Years
60 years 60 years
2011 2010
(Rupees) (Rupees)
8,322,034 8,085,335
- 3,480,000

(6,492,151) (9,830,809)

(1,124,503) 24,196

(1,166,367) (1,749,550)

(460,987) 9.170 C®
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25.6

Movement in defined benefit obligation

Present value of defined benefit obligations at begimning of the year
Current service cost

interest cost

Benelits paid during the vear

Benefits due but not paid during the vear

Actuarial loss 7 (pam) on obligation

Present value of delined benefit obligations at end of the year

Movement in fair value of plan assets

Fair value of plan assets at beginning of the year

Expected return on plan assels

Contributions

Benefits paid during the vear (including Rs. 3,480,000 relating to 2010)
Actuarial loss on plan assets

Fair value of plan agsets at end of the year

Plan asscts consists of the following:

Special Saving Account
Accerued interest
Cash at bank

Movement in defined benefit plan

Opening balance

Charge for the year

Company's contribution to fund during the year
Closing balance

Charge for the defined benefit plan
Transitional liability recognised
Current service cost

Interest cost
Expected return on plan assets

Actual Return on Plan Assets

8,085,333 6,648,481
3,759,612 4419983
1,051,093 797,818
(5,146,040} (259.000)
- (3.480,000)
572,036 (41.,949)
8,322,034 8,083,333
9,830,809 6,098,916
1,278,005 731.870
4,586,040 3,334,885
(8,626,040) (239.000)
(576,663) (75,862)
6,492,151 9.830.809
5,850,000 2,868,000
558,523 254,974
83,628 6,707,835
6,492,151 9,830,809
2011 2010
(Rupees) (Rupees)

9,170 (1,725,059)
4,115,883 5,069,114
(4,586,040) (3,334,885)
(460,987) 9,170

583,183 583,183
3,759,612 4419983
1,051,093 797.818

(1,278,005) (731.870)
4,115,883 5,069,114
701,342 656,008

Comparison of present value of defined benefit obligation , fair value of plan assets and deficit of gratuity fund for the Iast three years is as

follows:

Present vatue of defined benefit obligation
Fair value of plan assets
Delicit/ (surplus)

Experience adjustiments
- on obligations

~on plan assets

Estimated charge for the next year is Rs. -L784,581 (20J0: Rs. 4,115,88

2011 2010 2009
Rupees
8,322,034 8,085,333 6,648,481
(6,492,151) 9,830,809 6,098,916
1,829,883 (1,745476) 349.563
{572,036) 41949 (7,394)
(576,663) (75,862)

-

3).

98916 ‘gﬁ
N
W



Pak China Invesiment Company Finnterd
Notes 1o the Fraancia) Sienients

Fortite war ended Daember 3F 2604

26 COMPENSATION OF DIRECTORN AND EXFOULIVEN
Chuel Eapentnge Dreigs Excentives
2011 e i UE 211 Bl
Ranprers . o
LA TR . .
sesenl senmasention pURIINEA PARREEREN METIRES 49,801,399 EEREIERTIH]
Charye fon defiied beneth plan e FOE 3430914 Y AR)
Contribason to provident fund A0 8T N3RS REER S E772,634 HRG D
Heatand howse peyatesang o 4.3 007 - -
Litditses $91,848 a0 NG TR .
Muedical Sy ERTINAT [EERETH F2435,284 B8]
[SILITN oA g . B
20,725 t0n 248,232 784
Nutitber of petsons i ‘ ot X i < N 15
6.1 Pxevutives menn employees, ptivn than the chine evecnrove wad dited e whose bise aabary eeeed Bow bidecd thamsag papees e inanewt venr The Chiof Bxaeatne and portans PROLVIE
are anlso provaded witl other it melnding fee une afthe Compuns™ manamed . Remuresytics wnd il Beneits o Piescinrs imelnde-tomuneratan and bennfite 1o the Company™
Deputy Managing Dicgistod
17 FATR VALUE OF FINANCIAL, INSTRUMENTS
Far valae iy the smmouns far whieh e asset goutd G exehaiend on fatibie et betwers kiawtedpeatite wilin festes s as L denpth lansaction
Five fate walue of iivesinents o aaed an L prsces and s et at Reuters Pases U008 1 ot i e, P st ted secaities Othet mves ity Tar slinely e pua ke
i o nat avinlable e cared e cost wheh AEORamnes o wiyme aneang
Far value ol fixed term foans and advancis, siher asse wd wther Tabilines esnot he wilcolated with cofbusin ebalobiy due 1 absence 6f currens andd active market Tor such. assels and
atulities and 1¢hable data tepardim miarket mues for suuilar matogiments e Froveans tor st of advances iodoabated oac sshtee with the Company's accauating palicy.
s the aprinon of the maoapemient die s valoe of the remasg Gl wnets and Babdioes v ot g foatiy diffesent Brom th carsvtng values since assatsand labidites are cither short
e ab nature o in the ease of sdvanees ace feeguainly 1eprevest
28 SMENT DETAILS WITH RESPECT TO 1) ISINESS AC1IVITIES

The sepment analysis with PSP T B it 1 followy

Total tncome
Tatal-expense
Net insome (loss)

Sepmentassers - prosy

SILTITEN

Segment non-peforming fanps aed inve
Segetint provision ek poree pios oo
Sepement Tabilities

Sepment tennn on uet assets (IROA " .

Tutal ineome
Towmd axpense
Netsemme (loss)

Seaument assals - [HETN

Sepment non-performng, foans

Sepment Provisiou inchuding peneral maviyion
Sepmuent labilitiey

Sexment retutn an del assats (RELA) o

Corporate

Finance

ERO 2 A VR TR
Q49 nduann

(lm.,}s‘u\ﬁ-iﬁ);

§ PR 000 Rony
i
i [ERTSM

{ orpenee

Fanaee o

P a0

By (it

Sntd

2070 o
w8 £hthers

(Rugegs)

IO A ) RAVETV
1y *f!"_(jl iy
IR SRR TENN PT N
i ;z:; RS i
|
CLEYE Ty (14.497,007)

PR

.
2011 i )
Tradiog & ) Totat
Sales
serermeras HRupees)
LTS S 1,064 468 L3461 22,84
(208974 4UR) (STRSTRO1)
. (207,856 0401y 867,601,870
Caartoetay 1 DAY YRR N Ry —
. H - LTS RIBTIRUITT
{? . (R24,960:865)
; (12,220,140 (119,193 495)
Tl 1 R A L .

Totl

LA 387 it
(A0% X0 433
ROSAOT 387
1022803 (50
270,000,000
(2HR,631 211
{(1.136,75.707)




Pak China lnvestment Company Limited
Notes 1o the Financial Statements
Joir the year ended Decenher 31, 2011

29

29.1

30

3a.1

30.1.)

RELATED PARTY TRANSACTIONS

The Company has related pany refationship with the entities in which s sharcholders ny mierest, key management personned and its divectors. Government of Pakistan (Ministry of
Finance) is a 1efated party of the Company, iherefore all government authorities, agencies, affiliates and other organisations ("Stae-controlled entifies”) are related parties of the Company,

Transactions with these séate-controlied éntities are not very signiftcant and impracticable to quantily for disclosure in these financial statéments

The Company enters into Bansactions with related pasties in the sormal course of business. These transactions were carried out an commercial ferms.and at market rates.

2011 2010
Rupees Rupees

Detaits of halauces nutstanding st year end smd transactiony with related parties are as follows:
Chasped paymens to-provident fund 3.943,745 3.4006,748
Payment wo gratuity Tund 4,586,040 3334885
Chatge for the vear relating o gratuity fund 4,115,883 5,069,114
Placement of LOPs with related party 12.806.316,200 15.701,509,754
Treasury Bills 26,:489,274,215 10.217.844,152
Other borrowings 46,000,000 1,025,000,000
Mark-up receivable on LOPs of refated party ot the year end - unsecured - 7,942,654
Mark-up earned on LOPs during the year 29,861,664 55419233
Mark-up reeeivable on treasury bills at the year end - unsceured 28,206,873 18,672,048
Mark-up earned on treasury hills for the year 77471,896 33,324,067
Mark-up paid on treasury bills for the year 719,060 2,161,645
Mark-up paid on LOP (other borrowings) for the year 64,410 444,133
Purchase of Pakistan Investment Bonds including acerued mark-up 441,216,889 -
Mark~up earned on Pakistan Tavestment Bonds. 19,059,596 B
Remt paid 18,180,364 16,527,884
Receivable/ pavable from/ to grataity fund 460,987 9,170
Advanee received against issue of shares:

China Development Bank {(Government of China) (2010 represents revaluation of balance for issuance of shares) - 63,700,800

Ministry of Finance (Goverhment of Pakistan) 65,700,800 -
Issue of shares

China Development Bank (Government of China) 1,329,600,000

Minsstry of Pinance (Government of Pakistan) 1,329.600,000 -

Key manapement personned inchede Managing Director, Deputy Manuging Director, Chief Financiat Officer and Company Secretary. Their salaries and other benefits other than the fee to
executive directors amount to Rs. $3.6'million (2010; Rs. 34,7 milfion) .

CAPTFAL-ASSESSMENT AND ADEQUACY BASEL I SPECIFIC
Seape of Applications

As per the requirements of SBP, the capital adequacy framework has been applicable on all banks and DFIs. The Company has implemented the capital adequacy framework under Basel - 11
regime on stand atone basis. With o short operating period, the balance sheet of the Company remains relatively unleveraged, Hence the Company is exj d to teq| capital
agaiust the regufatory requircment of minimum capital. The Company remains cognizant of the fict that its going concern status is not dependent only on strong capital bas¢ but its abdlity to
book quahty assets that fits well on the risk and return spectrum it 1s pursuing. Af present, the Conpany 15 depeddent on fts cquity base to incet its capital requirements; however, H 15
comtemplating various options to leveraye its balance sheet in the ensuing years.

Capital Structare

2011 2010
Tier I Capital Rupees Rupees

Sharcholders equity 9,116,400,000 6,457,200,000
Deposit forissuance of shares - 2,593,499.200
Reserve 388,411,071 285,671,066
Unappropriated / unremined profits 1,553,644,283 1,142,684.26]
Less: Adjusimenty :

Book value of intangible asset (1,614,790) (3.171.512)
Deficit on revaluation of available for sale securities - {2.848,230)

Total Tier T Capital Lo 10A13:034.76

Tier 1 Capital
General praviston I
Revaluation Resceves up to 45% 344,922 -

oan Josses subiject o 1 25% of total risk weighted assels 86,275,866 52997213

Total Tier 1 Giipitai

Lligible Tier I Capital
“Fotal Regulatory Capital Base
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Capitad Adequacy

As per BSD Crrenlar No 1 dwied January 1. 2008, the SBI* has vequired all Banks / DFls to adopt standardized approaches for Credit and Market Risk and Basic Indieator / Standardizéd
approach for Opefational Risk under Basel-I1 Regime from January 1, 2008 Pursuant to BSD circular No. 07 dated April 25, 2009 Banks 7 DFIS have to setaside an aimount of capital equivalent
o 10% {(December 11, 201 10%) of thesr risk wetghted assets for conducting business. The New Basel Regime not only covers additional nisks, but aise provides flexibility on capital
assignment against diflerent types of credit risks. Higher quality assets.in each segpment will decrease the eapital requirements.

The Company’s objectives when managing, its capital afe:

a) To comply with the capitial requiremients set by the SBP;
1) To sdfegnard the Company's ability to continue as h foing concern so that it can continue to provide returns to shareholders and benefits to otherstakehalders: and
¢} To maintain 3 strony capital-base Lo support the development of its bustness

Thie prowth prospects of the Company witl be tinked with the macroeconomic environnient. industiy conditions and its ability to attract quality assetls, At present. the Compay has restricled its
markel risk by not participating mesecondary stoek triding, 1015 engaged ih booking guality assets in Joan sezment

The risk 1 by means of'a hierarchy of five risk weights classified according to the:nature-of and reflecting an estimate of credit, market:and other risks assoctted with
each asset and comterparty. taking nio account any eligible collateral or yuarantees. A snnilar réntment is adopted for off-balance sheet exposure, with some adjostments to refleet the more

contineent nature of the potentia fosses

The Company will continue to maintain the vequrred regulatory capual cither through its risk management strategics or by increasing the eapital requirements in line with the business and
capital needs.

.......... 20 1 - O 20 | O
o PR
C:}pﬂnl Risk Weighted Capiital Requiréments  Risk Weighted Assets
Requirenents Asséts
Rupees Rupees.
Credit Risk
Portfolios subject to standardized approach (Stmple) 604,069,742 6,040,697 424 1006879477 7,006,879 474
Market risk
Capital requitemient for porifolios subject to standardized approach - Interest rate risk 192,267,088 1,922,670,877 191,511,214 1.915,112,142
Operational Risk
Capital Requirenient for operational risks 214,229,993 2,142,299,927 198,280,116 1.982,801,164
Total 1,010,566,823 10,105,668,228 1,090,479,277 10,904,792.780
Capital Adequacy Ratio 2011 2010
Rupees Rupees
Total chigible regulatory capital held (a) 11,143,461,352 10,526,031.978
Total Risk Weighted Assets { 10,105,668,228 10,904,792.7780
Capital Adequacy Ratio {2)/ (1) H10.27% 96.53%

RISK MANAGEMENT

The Company is primarily subject to interest rate risk, credit risk, market risk and liquidity risk. The management of Company-is cognizant of these risks.and has put in place requisite parameters
o manage distinct risks within acceptable limits, The approach used for risk ninagement has. taken into account the nature and size of the organization. The core principle behind the rigk
management approach in the Company is that the members of the respective specialized risk collaborate with relevant department in line with the risk management
policies and frame woiks, A dedicated risk managemient function is also {unctioning to identify, quantify, monitor and control these risks,

Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties faited 1o perform as contracted. The management also continuousty monitors the credit
expusure lowards the customers and makes provision against those balances that are considered doubtful for recovery.

Seament by class of husiness 2011
Advances - Gross Confingencies and ¢
Rupees Percent Rupées Percent

Fertlizer 500,000,000 ? 10.20 - -
Power 2,649,461,863 ™.« 5405 153,391,799 3174

297,100,000 - 6.06 - -

112,500,000 {*” 2.30 . -

Dmmunication 300,000,000 % 6.12 - -

TILETLALS 1495 - -

70,000,000 € 143 - -

Cenont zun.nnn,nnu(/ 408 - -
Glass 22,160,000 0.45 277,840,000 5749
Transporl. Starage & Communications - - 52,039.804 10,77

Otrers i 17,398,802 0.37 - -
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Advances - Gross

Conpmgencies and conmiments

Rupees Percent Rupees Percent
Fertilizer 469,239,870 30,760,130 3.56
Poiver 3.428,250,966 562,283,034 64.99
Steel 189,730.497 107369.503 12
Sugar 162.500.000 - -
Telecanmunication 300.000,600
Starage 750,000,000 -
Real Estate 70,000,000
Ceinent 240.000.000 .
Transport, Storage & Camunaeations 10:4,723.300 1944

Others

27 804,889

31.1.2 Segment by sector 2011
vvvvvvvvvv Advanges - Gross Contingencies and commitments
Rupees Percent Rupees Percent
Pubhic/Government - - 52,039,304 10.77
Private 4,901,692,078 100 431,231,799 89.23
4,901,692,078 100 483,271,603 100
2010
Advances - Gross Contingencies and c
Rupees Percent Rupees Percent
Public/Government 877345331 15.67 537.377.969 6211
Private 4.720.180.891 84.33 327151998 3789
5,597.526,222 100 865,135,967 100
3113 Details of non-performing advances and specific provisions by class-of L 2011 R 2010
Specific.Provisions Classifted Specific Provisions
Classified Advances Held Advances {leld
Ripees Rupees
Cement 200,000,000 260,000,000 200.000,000 200,000,000
Real Estate 70,800,000 27,756,000 770,000,000 35,636,000
Telecommunication 300,000,000 150,000,000 - -
570,000,000 377,756,000 270,000,000 235,636,000
3114 Details of non-performing advauces and specific provisions by sector 2011 2010
Specific Provisions Classified Specific Provisions
nssified Advances Meld Advances fleld
RUpees e RUREES
Public/Goveniment - - - .
Private B 570,800,000 377756800 270,000,000 5,636,000
570,000,000 377,756,000 270,000,000 235,636,000
3i.L.5  Geographical Segment Analysis 2011
Profit before Total asscts Contingencies &
taxation employed Net assets employed commitierits
{Rupees)
Pakistan 867,604,829 11,178,315,742 11,059,221,847 483,271,603
. 2010
Contingencies &
Profit before ta Total assets employed  Net assets employed cominitnents
N e v (RUPEES Yoo
Pakistan 862,101,587 11,633,959,927 W0ATI20%108
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Pak China Investment Company Limited
Notes to the Financial Statements

Forthe year eided Lecember 31,

3.2 Voreign exchange ris
332 Foreign exchang k

Forcign exchange risk arises in case of an on balance sheet /7 off balance sheet asset or Hability position when there is adverse exchange rate movement, The

Company has foliowmy exposure in this category of market risk

Pakistan Rupee
Unmnited States Doliar

Pakistan Rupee
United States Doltar

2011
Assets Liabilities Off balance Net currency
sheet items exposure
Rupees
9,505.801,458 119,093,895 - 9,386,707,563
1,483,162,075 - - 1.483,162,075
10,988,963,533 119,093,895 - 10,869,869,638
2010
Assets Liabilitics Off balance Net clirrency
sheet items expostire
Rupees

10,043.614.335
1,393,162.746

1.145,732.918 -

8.897.881.417
1,393.162:746

11,436,777.081

1.145.732.918 R

10,291,044,163

3133 Equaty risk

Equity price risk is the risk to the earnings or capital resulting from an adverse change in the value/ price of equity. The Company's exposure in ¢quity
market is classified in available for sale category with the intent to earni profit based on fundamentals,

314 Capital risk management
The Company’s abjectives when managing capital risks are to safeguard the Company’s ability to continue as a going coneern in order to provide returns for
sharcholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital. In order to maintain or adjust the
capital structure, the Company may adjust the amount of dividend to sharcholders, return of capital to sharcholders, issue new shares or sell assets-to reduce

debt. In terms of BSD circular No, 19 of 2008 issued by SBP, DFIs are required to raise their paid up capital to Rs. 8 billion by December 31, 2011, Upto the
vear end. the Company has a paid up capital of Rs. 9.1 billion.

315 Operatignal risk
Operational risk is the risk of direct or indireet loss resulting {rom inadequate or failed internal processes, people and system of the Company.

The risk management function in the Company monitors the operational risk in order 10 ensure the safeguarding of assets and o mitigate other related risks.

3150 Operational Risk-Disclosures Basel H Specific

The Company lias adopted the Basic Indicator Approach for ascertaining capital requirements for its operational risk. Up to the year end, the Company has
not incurred any loss owing 1o operational risk,

32 ACCOUNTING ESTIMATES AND JUDGEMENTS

321 Provision against non-performing loans and advances
The management reviews the foan portfolio to assess non-performing accounts and expected recovery on a quarterly basis. In determining the non-

performing accounts and provision requirements, the relevant Prudential Regulations issued by SBP, payment status of mark-up-and principal, expected
future cash lows of the business, sceurity position and personal wealth of the directors and owners are taken into account.

32.2  Classification of investments _g{s

{n etassifving imvestments the Company follows the guidance provided in SBP circulm‘w
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For the year ended December 37, 2017

32.3

32.6

32.7

33

34

34.1

342

Impairment of investments

The management determines that 'available-for-sale’ investments are impaired when there has been a significant or prolonged decline in market value! fawr
value below its cost. In making this judgement, the management considers among other factors, the decline in market price below cost by 20% as significant
for 9 months as prolonged For available for sale debt securitics and held to maturity debt securitics, impairment

loss 18 determined on the basis of prudential regulations of SBP.

and 1f the decline in market price pers

Income taxes

In making the estimates for mcome taxes currently payable by the Company. the management looks at the current income tax laws and the decisions of
appellate authoriuies on certain issucs and the appeals of the department pending at various levels of authoritics

Operating fixed assets and intangible asset

The Company reviews the useful lives and residual value of operating fixed assets and intangible asset on a regular basis. Any change in estimates in future
vears might affect the carrving amounts of the respective items of operating fixed assets and intangible asset with a corresponding effect on the depreciation
charge/ amortization and impairment

Contingencies

The Company reviews the status of all the legal cases on a regular basis. Based on the expected outcome and lawyers' judgments, appropriate provision is
made

Valuation of financial instruments

For available for sale treasury bill and PIB investments, the Company uses PKRV rates available at the balance sheet date to ascertain their fair values. For
available for sale quoted term finance certificates, the Company uses quoted market rates available at the balance sheet date to ascertain their fair value.

Gratuity

The Company's gratuity liability is determined using assumptions which are disclosed in note 25 to the financial statements which are uscd for determining
present value of defined benefit obligations and fair value of plan assets. Any change in the assumptions from actual results would change the amount of
unrecognised gains and losses.

DATE OF AUTITORISATION FOR ISSUE

These financial statements were authorised for issue in the Board of Directors meeting held 13 1 i“l;‘-l SRAL
L] T
-

RAL
The Pakistan Credit Rating Agency Limited has issued long term credit rating of AA- and the short term rating of A1+ for the Company.

Captions as prescribed by BSD Circular No. 4 dated February 17, 2006 issued by SBP for which there are no amounts have not been reproduced in these
financial statements except for the balance sheet and profit and loss account.

Syt

Managing Director Dircctor




