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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 31 December 2012, 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 purpose of our audit. The financial statements of the Company for the year ended 31 December 2011
were audited by another firm of Chartered Accountants, whose report dated 26 March 2012 expressed an
unqualified opinion therean,

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 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 require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of any material misstatement. An audit includes examining, on a test basis, of
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting policies 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) in our gpinion, proper books of account have been kept by the Company as required by the Companies
Ordinance, 1984;

(b) in our opinion:

D] the statement of financial position and profit and loss account together with the notes thereon
have been drawn up in conformity with the Companies Ordinance, 1984 and are in agreement
with the books of account and are further in accordance with accounting policies consistently
applied, except for the change as disclosed in note 4.2 to the financial statements, with which
we concur,

Cii) the expenditure incurred during the year was for the purpose of the Company's business; and

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

(c 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 31 December 2012 and of the profit, its comprehensive income,
cash flows and changes in equity for the year then ended; and

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

Chartered Accountan;‘;}

Audit Engagement Partner: Khurram Jameel
Date: 25 June 2013

Place: Islamabad

A memoer firm of Lrast & Young Global Limited




PAK CHINA INVESTMENT COMPANY LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2012

2012 2011
Note Rupees Rupees

ASSETS
Cash and balances with treasury banks 5 92,588,077 1,481,717,118
Balances with other banks 6 1,686,035,087 23,226,506
Lendings to financial institutions 7 934,033,000 583,954,255
Investments 8 8,020,870,732 4 077 544,264
Advances 9 4,590,087,974 4,437 660,212
Fixed assets 10 219,538,864 176,177,287
Deferred tax assets 13 - 3,470,790
Other assets 11 429,686,708 384 565,310

15,972,840,442 11,178,315,742
LIABILITIES
Bills payable - -
Borrowings 12 4,139,032,168 106,873,755
Depaosits and other accounts - -
Subordinated loans - -
Liabilities against assets subject to finance lease - -
Deferred tax liabilities 13 2,351,263 -
Other liabilities 14 62,602,328 12,220,140

4,203,985,759 119,093,895

NET ASSETS 11,768,854,683 11,059,221,847
REPRESENTED BY
Share capital 15 9,116,400,000 §,116,400,000
Reserve 523,231,035 388,411,071
Unappropriated profit 2,092,924,141 1,553,644,283

11,732,555,176 11,058,455,354
Surplus on revaluation of available for sale securities 16 36,299,507 766,493

11,768,854,683 11,059,221,847
CONTINGENCIES AND COMMITMENTS 17

The annexed notes 1 to 35 form an integral part of these financial statements.
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Mark-up / return / interest earned
Mark-up f return / interest expensed
Net mark-up / interest income

Provision against non-performing loans and advances

Provision for diminution in the value of
available-for-sale investments

Impairment loss on available-for-sale investments

Bad debts written off directly

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

Fee, commission and brokerage income

Dividend income

Exchange gain

Gain on sale of available-for-sale securities

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

Other provisions / write offs

Other charges

Total non mark-up / interest expenses

Extra ordinary / unusual items

PROFIT BEFORE TAXATION

Taxation - Current
- Prior
- Deferred

PROFIT AFTER TAXATION

Basic and diluted earnings per share

Note

18

18.1

9.3

8.3
8.8

19

20

21

22

The annexed notes 1 to 35 form an integral part of these financial statements.
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PAK CHINA INVESTMENT COMPANY LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2012

2012
Rupees

1,308,462,920

{98,390,861)

2011
Rupees

1,313,743,696

(47.665,953)

1,210,072,059

1,266,077,743

17,945,300 175,398,653
75,864,000 60,929,000
79,660,047 85,600,000
173,469,347 321,927,653
1,036,602,712 944,150,090
12,936,730 8,900,625
121,608,232 63,159,372
98,024,055 60,312,850
90,294 6,300
232,659,311 132,379,147
232,153,273 208,403,408
32,100 521,000
232,185,373 208,924,408
1,037,076,650 867,604,829
376,700,664 334,461,262

- 21,280,000
(13,723,836) (1,836,460)
362,976,828 353,904,802
674,099,822 513,700,027
0.74 0.57
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PAK CHINA INVESTMENT COMPANY LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2012

2012 2011
Rupees Rupees
Profit after taxation 674,099,822 513,700,027
Other comprehensive income -
Total comprehensive income for the year 674,099,822 513,700,027

The annexed notes 1 to 35 form an integral part of these financial statements.

Surplus on revaluation of available for sale investments is required to be shown separately below equity as 'surplus
on revaluation of assets' in accordance with the requirements specified by the SBP. Accordingly, this has not been
included in the statement of comprehensive income.
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PAK CHINA INVESTMENT COMPANY LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012

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 available-for-sale investments
Impairment loss on available-for-sale investments
Gain on sale of fixed assets

Decrease/ (increase) in operating assets
Lendings to financial institutions
Advances
Others assets

Increase/ {decrease) in operating liabilities
Borrowings
Other liabilities

Gratuity paid
Income tax paid

Net cash generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Investments made during the year - net
Capital expenditure

Sale proceeds of fixed assets

Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Advance received against issue of shares

Increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

The annexed notes 1 to 35 form an integral part of these financial statements.
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2012 2011
Rupees Rupees

1,037,076,650 867,604,829
14,273,818 11.512,903
1,117,267 1.556,722
6,127,739 4,115,883
17,945,300 175,398.653
75,864,000 60,929,000
79,660,047 85,600,000
(90,294) (6,300)

1,231,974,527

1,206,711,690

(350,078,745)
(170,373,062)
(72,248,978)

680.185.338
695,834,144
7,722,458

(592,700,785}

4,032,158,413
956,477

1,383,741,940

(1,025,385,340)
(1,253,683)

4,033,114,890

(1,026,639,023)

(1,858,782)
(304,003,602)

(4.586,040)
(389,623.754)

(305,862,384)

{394,209,794)

4,366,526,248

1,169,604 ,813

(4,044,184,339)
(58,752,663)
90,294

(1,120,259,046)
(8.681,404)
6,300

(4,102,846,708)

(1,128,934 150}

65,700,800

263,679,540

1,514,943,624

106,371,463

1,408,572,161

1,778,623,164

1,514,943,624
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PAK CHINA INVESTMENT COMPANY LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2012

Share Statutory Unappropriated Advance against
capital reserve profit issue of shares Total
{Rupees}
Balance as at 01 January 2011 6,457,200,000 285,671,066 1,142,684,261 2,593,499,200 10,479,054,527
Profit after taxation - - 513,700,027 - 513,700,027
Other comprehensive income - - - - -
Total comprehensive income for the year - - 513,700,027 - 513,700,027
Transfer to statutory reserve - 102,740,005 (102,740,005 -
Advance received against issue of shares - - - 65,700,800 65,700,800
Issue of shares 2,659,200,000 - - (2,659,200,000) -
2,659,200,000 - - (2,593,499,200) 65,700,800

Balance as at 31 December 2011 9,116,400,000 388,411,071 1,553,644 ,283 - 11,058,455,354
Profit after taxation - - 674,099 822 - 674,099,822
(Other comprehensive income - - - - -
Total comprehensive income for the year - - 674,099,822 - 674,009,822
Transfer to statutory reserve - 134,819,964 (134,819,964) - -
Balance as at 31 December 2012 9,116,400,000 523,231,035 2,092,924,141 - 11,732,555,176

The annexed notes 1 to 35 form an integral part of these financial statements.

According to BPD Circular No. 15 dated 31 May 2004 issued by SBP, an amount not less than 20% of the after tax profits shall be transferred
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
after tax shall be credited to statutory reserve. Accordingly, the Company has transferred 20% of its after tax profit for the year to statutory
reserve.
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2.2

31

3.2

4.1

PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

LEGAL STATUS AND NATURE OF BUSINESS

Pak China Investment Company Limited ("the Company”) was incorporated in Pakistan as a public limited company in
27 July 2007. The registered office of the Company is situated at 13th Floor, Saudi Pak Tower, Blue Area, Islamabad
The Company Is a 50:50 joint venture between the 'Government of China' and 'Government of Pakistan’ through China
Development Bank and Ministry of Finance respectively. The objective of the Company is to invest n infrastructure
projects

The Company has commenced business after obtaining Certificate of Commencement of Business from Securities and
Exchange Commission of Pakistan ("SECP") on 02 November 2007 and permission to commence business from State
Bank of Pakistan (SBP) on 10 January 2008.

BASIS OF PRESENTATION AND MEASUREMENT
Basis of presentation

These financial statements have been presented in accordance with the requirements of format prescribed by SBP's
BSD Circular No 4 dated 17 February 2006.

Basis of measurement

These financial statements have been prepared under the historical cost convention as modified for certain investrments
which are revalued at fair value and defined benefit plan which is measured at present value.

These financial statements are presented in Rupees which is the Company’s functional and presentation currency.
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 (IFRS3) issued
by the International Accounting Standards Board (IASB) as are notified under the Companies Ordinance, 1984,
provisions of and directives issued under the Companies Ordinance, 1984 and the directives issued by the SBP. In case
requirements differ, the provisions of and directives issued under the Companies Ordinance, 1984 and the directives
issued by SBP shall prevail.

The SBP vide BSD Circular No. 10, dated 26 August 2002 has deferred the applicability of International Accounting
Standard (IAS) 39, "Financial Instruments: Recognition and Measurement' and IAS 40, "Investment Property" for
banking companies/DFIs till further instructions, Further, according to the notification of SECP dated 28 April 2008, IFRS
- 7 "Financial Instruments: Disclosure” has not been made applicable for banks/DFIs. Accordingly, the requirements of
these standards have not been considered in the preparation of these financial statements.

SIGNIFICANT ACCOUNTING POLICIES
Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires management to
make judgments, estimates and assumptions that affect the application of policies and reperted amount of assets and
liabilities, income and expenses. The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the results of which form basis of
making the judgments 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 ongoing
basis. Revision to accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of its revision and future periods if the revision affects both current and future
periods. Judgment made by the management in the application of approved accounting standards that have a significant
effect on the financial statements and estimates with a significant risk of material adjustment in the next year are
discussed in note 33.
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4.2

4.3

4.4

PAK CHINA INVESTMENT COMPANY LIMITED
Standards effective in current year

The accounting policies adopted in the preparation of these financial statements are consistent with those of the
previous financial year except that the Company has adopted "IAS 12 — Income Taxes - Recovery of Underlying Assets
{Amendment)” which became effective during the year. However, The adoption of the above amendment did not have
any material effect on the financial statements.

Accounting standards not yet effective

The following revised standards and interpretations with respect to approved accounting standards as applicable in
Pakistan would be effective from the dates mentioned below against the respective standards or interpretations.

Effective date
{accounting
period)
Standard or interpretation beginning

IAS 1 — Presentation of Financial Statements - Amendments to revise the way other comprehensive 01 July 2012
income is presented

IAS 19 — Employee Benefits - Amended Standard resulting from the Post-Employment Benefits and 01 January 2013
Termination Benefits projects

IFRIC 20 — Stripping Costs in the Production Phase of a Surface Mine 01 January 2013

The Company expects that the adoption of the above amendments and interpretation of the standards will not materially
affect the Company's financial statements in the period of initial application other than the amendments to 1AS-19 "
Employee Benefits'. Such amendments range from fundamental changes to simple clarifications and re-wording. The
significant changes include the following:

- For defined benefit plans, the ability to defer recognition of actuarial gains and losses (i.e., the corridor approach)
has been removed. As revised, actuarial gains and losses are recognised in other comprehensive income when
they occur. Amounts recorded in profit and loss will remain limited to current and past service costs, gains or losses
on settlements, and net interest income (expense). All other changes in the net defined benefit asset (liability) will
recognise in other comprehensive income with no subsequent recycling to profit and loss.

- Objectives for disclosures of defined benefit plans are explicitly stated in the revised standard, along with new or
revised disclosure requirements. These new disclosures include quantitative information of the sensitivity of the
defined benefit obligation to a reasonably possible change in each significant actuarial assumption.

In addition to the above, amendments to various accounting standards have alsoc been issued by the IASB. Such
improvements are generally effective for accounting periods beginning on or after 01 January 2013. The Company
expects that such improvements will not have any material impact on the Company's financial statements in the period of
initial application.

Further, following new standards have been issued by IASB which are yet to be notified by the SECP for the purpose of
applicability in Pakistan.

Effective date
{accounting

period}
Standard beginning
IFRS 10 - Consclidated Financial Statements 01 January 2013
IFRS 11 - Joint Arrangements 01 January 2013
IFRS 12 - Disclosure of Interests in Other Entities 01 January 2013
IFRS 13 - Fair Value Measurment 01 January 2013

Cash and cash equivalents

Cash and cash equivalents comprise of cash and balances with treasury banks and other banks.
fteasi)



4.5

4.6

4.7

PAK CHINA INVESTMENT COMPANY LIMITED
Lendings to / borrowings from financial institutions
Sale under repurchase agreement
Securities sold with a simultansous commitment to repurchase at a specified future date (repos) continue to be
recognised in the staterment of financial position and are measured in accordance with accounting policies for
investments. Amounts received under these agreements are recorded as repurchase agreement borrowings. The
difference between sale and repurchase price is amortised as expense over the term of the repo agreement.
Purchase under resale agreement
Securities purchased with a corresponding commitment to resell at a specified future date (reverse repos) are not
recognised in the statement of financial position. Amounts paid under these agreements are included In reverse
repurchase agreement lendings. The difference between purchase and resale price is accrued as income over the term
of the reverse repo agreement.

Other borrowings

These are recorded at the proceeds received. Mark-up on such borrowings is charged to the profit and loss account on a
time propertion basis.

Investments

The Company classifies its investments as follows:
Held to maturity

These are securities with fixed or determinable payments and maturity in respect of which the Company has the positive
intent and ability to hold till maturity.

Availabie for sale
These are investments that do not fall under the held for trading or held to maturity categories.
Investments are initially recognised at fair value plus transaction costs associated with the investments.

Premium or discount en acquisition of investments is amortised through the profit and loss account over the remaining
period till maturity using effective interest method.

In accordance with the requirements of the SBP, quoted securities, other than those classified as held to maturity are
subsequently stated at market values. Investments classified as held to maturity are carried at amortised cost.

Surplus / deficit arising on revaluation of quoted securities classified as available for sale is kept in a separate account
shown in the statement of financial position below equity.

Impairment loss in respect of investments classified as available for sale {except debt securities) is recongnised based
on management's assessment of objective evidence of impairment as a result of one or more events that may have an
impact on the estimated future cash flows of the investments. A significant or prolonged decline in fair value of
marketable investment below its cost is also considered an objective evidence of impairment. Provisions for 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 impairment of available for sale quoted securities, the cumulative loss that has been recognised
directly in equity is removed from equity and recognised in the profit and loss account,

Advances

Advances are stated net of provisions for non-performing advances. Provision is determined in accordance with the
requirements of the Prudential Regulations and other directives issued by the SBP. in addition to specific provision, the
Company also maintains a general provision.

Provision against non-performing advances and general provision is charged to profit and loss account. Advances are
written off when there is no realistic prospect of recovery.
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4.8

4.9

4.10

PAK CHINA INVESTMENT COMPANY LIMITED
Fixed assets
Property and equipment
These are stated at cost less accumulated depreciation and impairment, if any.

Depreciation is calculated on a straight line method to write oft the depreciable amount of each asset over its estimated
useful life after taking into account residual value, if any. Depreciation on additions during the year is charged from the
month of acquisition or the date the asset 1s available for use and on disposals upto the month of disposal The useful
lives, residual value and decpreciation methods are reviewed and adjusted, if appropnate, at each reporting date.

The costs of day-to-day servicing of property and equipment are recognised in profit or l0ss as incurred.

Gains and losses on disposai of an item of property and equipment are determined by comparing the proceeds from
disposal with the carrying amount of property and equipment, and are recognised net within “other income” in profit or
loss.

Capital work-in-progress
These are stated at cost less impairment, If any.
Intangible assets

Intangible assets having finite useful life are stated at cost less accumulated amortization and impairment, if any. These
are amortized using the straight line method over their estimated useful lives. The useful lives, residual value and
amortization methods are reviewed and adjusted, if appropriate, at each reporting date.

Impairment

The carrying amount of fixed assets are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, the asset's recoverable amount is estimated. An impairment loss is recognised
whenever the carrying amount of an asset exceeds its recoverable amount. Impairment losses are reversed when there
is an indication that impairment loss may no fonger exist and there has been a change in the estimate used to determine
the recoverable amount.

Taxation
Current

Charge for current taxation is based on taxable income at the current rates of taxation after taking into account tax
credits and tax rebates available, 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 expected manner of realisation or settlement of the carrying amount of
assets and liabilities using the tax rates enacted or substantively enacted at balance sheet date. A deferred tax asset is
recognised only to the extent that it is probable that future taxable profits will be available and the credits will be utilised.
Deferred tax asset is reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Revenue recognition

Mark-up / return / interest income and expenses are recognised on a time propertion basis taking into account effective
yield on the instrument, except where recovery is considered doubtful, the income is recognised on receipt basis.
Interest / return / mark-up on rescheduled / restructured advances and investments is recognised as permitted by the
Prudential Regulations issued by SBP.

Gain f (loss) on sale of securities is recognised in profit and loss account at the time of sale of relevant securities.
Dividend income is recognised when the Company's right to receive the dividend is established.

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



4.11

4,14

4.15

4.16

417

PAK CHINA INVESTMENT COMPANY LIMITED
Staff retirement benefits
Defined benefit plan

The Company operates an approved funded gratuity scheme for all its regular employees. Contributions are made in
accordance with the actuarial recommendation and included in profit and loss account. The actuarial valuation is carried
out using "Projected Unit Credit Method”. The actuarial gains / losses in excess of corndor limit (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 adopted a policy of recognising transitional liability over a period of 5 years.

Defined contribution plan

The Company operates a recognised provident fund scheme for all its regular employees for which equal monthly
contributions are made both by the Company and by the employees at the rate of 10% of the basic salary of the
employee.

Fareign currency translation

Foreign currency transactions are recorded at the rates prevailing on the date of transactions. Monetary assets and
liabilities in foreign currency are reported in Rupees at the rates of exchange prevailing on the reporting date. Exchange
gains and losses are included in income currently.

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 recognised when the Company has a legal or constructive obligation as a result of past events, 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 reporting date and are adjusted to reflect the current best estimate.

Financial instruments
Financial assets and financial liabilities

Financial assets and financial liabiliies are recognised at the time when the Company becomes a party to the
contractual provision of the instrument. Financial assets are de-recognised when the contractual right to future cash
flows from the asset expires or is transferred along with the risk and reward of ownership of the asset. Financial liabilities
are de-recognised when obligation is discharged, cancelled or expired. Any gain or loss on de-recognition of the
financial asset and liability is recognised in the profit and loss account of the current period.

Offsetting

‘Financial assets’ and ‘financial liabilities’ are only offset and the net amount is reported in the Statement of Financial
Paosition if the Company has a legal right to set-off the transaction and also intends either to settle on a net basis or to
realise the asset and settle the liability simultaneously.

Earnings per share

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

Dividend and appropriation to reserve

Dividend and appropriation to reserves, except appropriation which are required by law after the date of statement of
financial position, are recognised as liability in the Company's financial statements in the year in which these are
approved.

Segment information

A segment is distinguishable component of the Company that is engaged in providing products or services (business
segment), or in providing products or services within a particular ecenomic environment {geographical segment), which
is subject to risks and rewards that are different from those of other segments. The Company's primary format of
reporting is based on business segments.
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5.1

6.1

6.2

71

7.2

7.21

PAK CHINA INVESTMENT COMPANY LIMITED
Business Segments
Corporate Finance Includes loans, advances and other transactions with corporate customers.
Trading and Sales Undertakes the Company's fund management activities through leveraging and
investing in liquid assets. [t carries out spread based activities in the inter bank market
and manages the interest rate risk exposure of the Company.

Geographical Segment

All the Company's business segments operate only in Pakistan.

2012 2011
CASH AND BALANCES WITH TREASURY BANKS Note Rupees Rupees
Cash in hand in local currency 15,528 25,000
With SBP in local currency current accounts 5.1 91,448,008 7,279,622
With National Bank of Pakistan in
- local currency current account 1,124,541 1,250,421
- foreign currency deposit account - 1,483,162,075

92,588,077 1491717118

Represent current accounts maintained with SBP as per the requirement to maintain a local currency cash reserve at a
sum not less than such percentage of time and demand liabilities in Pakistan as may be prescribed from time to time by
SBP.

2012 2011
BALANCES WITH OTHER BANKS Note Rupees Rupees
In Pakistan
- {ocal currency current account 16,000,414 2,238,027
- local currency deposit accounts 6.1 14,815,545 20,988 479
- fareign currency deposit account 6.2 1,655,219,128

1,686,035 087 23,226 506
These carry interest rates ranging from 5% to 7% (2011: 6% to 8%) per annum.

This carries interest rate of 2.75% per annum.

LENDINGS TO FINANCIAL INSTITUTIONS

In local currency
- Repurchase agreement lendings (Reverse Repo) 71872 934,033,000 583,954 255

This carries mark-up rate of 7% (2011: 11.9%) per annum and have matured in January 2013.

Security held as collateral against lendings to financial institutions

2012 2011
Held by the  Further given Held by the Further given
Company as collateral Total Company as collateral Total
Rupees smmmmmmammnc e R UPBEG oo n e mamnaaan
Market Treasury
Bills 934,033,000 - 934,033,000 _ 583,854,255 - 583,954, 255

As of 31 December 2012, the market value of the above securities amounted to Rs.934.342 million {2011; Rs.584.501
million).
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8 INVESTMENTS

8.1  Investmenis by type

Available-for-sale

Market Treasury Bills

Pakistan Investment Bonds

Listed Term Finance
Certificates

Un-listed Term Finance
Ceitificates

Ordinary shares of a lisled
compary

Sukuks

Held-to-maturity
Unlisted Term Finance
Certificates

Investments at cost
Proviston for diminution in
value of investments

Investments - net of provisions
Surplus on revaluation of
available-for-sale securities

Total investments

8.2  Investment by segments

- Market Treasury Bills
- Pakistan Investment Bonds

Term Finance certificates
- Listed
- Unlisted

Other investments
- Sukuks

Investments at cost

Investments - net of provisions

Total investments

Opening balance
Charge for the year
Closing balance

8.3.1

Available for sale securities

Federal Government Securities

Unlisted Term Finance Certificates

Note

8.4
85

8.6

B.Y

8.3

Fully paid up ordinary shares -listed

PAK CHINA INVESTMENT COMPANY LIMITED

Provision for diminution in value of investments

2012 2011
Held by Given Held by Given
the Company as collateral Total the Company as collateral Total
Rupees Rupees

2,308,279,604 3,115,983,996  5,424,263,600 1,602,461 860 1,602 461,860
430,204,678 - 430,204,678 431,024,266 - 431,024,206
245,385,184 - 245,385,184 245,483,456 245,483,456
1,049,328,872 - 1,049,328 872 857,520,755 857 520,755
138,089,196 - 138,089,186 153,600,000 - 153,600,000
502,117,056 - 502,117,056 528,773,827 - 528,773.827
4,673,404,590 3,115,983,996 7,789,388 586 3,818,864,204 - 3,818,864, 294
312,429,750 - 312,429,750 318,420,750 - 318,429,750
4,985,834 340 3,115,983,996  8,101,818,336 4,137,204 044 - 4,137,294,044
{136,793,000) - (136,793,000) (60,929,000) - {60,829 000)
4,849,041,340 3,115,983,996 7965025336 4075365044 4.076.365,044
52,572,202 3,273,194 55,845,396 1,179,220 1,179,220
4,901,613,542 3,119,257,190  8,020,B70,732 4,077 544,264 - 4,077,544 264

2012 2011

Note Rupees Rupees

8.4 5,424,263,600 1,602 461,860
8.5 430,204,678 431,024 266
5,854,468,278  2,033,486,156
8.6 245,285,184 245,483,456
8.7 1,361,758,622 1,175,950,508
1,607,143,806 1,421,433,961
a.8 138,089,196 153,600,000
8.9 502,117,056 528,773,927
8,101,818,336 4137294 044
8.3 (136,793,000) (60,929,000)
7,965,025,236  4,076,365,044
55,845,396 1,178,220

Surplus on revatuation of available-for-sale securities

8.3  Provision for diminution in the value of Investments

Particulars of provision in respect of type and segment

8,020,870,732

4,077,544,264

60,829,000 -

75,864,000 60,929,000
136,793,000 60,920,000
136,793,000 60,928,000

E—i5rtd 14

The above provision has been computed after considering the benefit of forced sales value (FSV) of collaterals amounting to Rs.105.455 million {2011:
Rs.109.7 mitlion). The FSV benefit is not allowed for distribution of cash or stock dividend to sharehclders.

8.4 These carry interest rates ranging between 9.28 % 10 10.44% (2011; 11.76% to 11.85%) per annum with redemption periad of three to six manths
{2011: one year). These securities have an aggregate face value of Rs.5,550 million (2011: Rs.1,693 miltion}.



PAK CHINA INVESTMENT COMPANY LIMITED

8.5  This canies interest at the rate of 11.5% (2011 11.5%) per annum with reaempien penod af faur years (20171 five years) Thase secuniies have
aggregate face value of Rs 448 1 million (2011, Rs.448.1 militon)

an

8.6  Represents 49.136 (2011: 45 136) cerificaies of Rs 5.000 each of Askar Bank Limited The market vaiue of these certificates amounts to Rs 270.9
million (2011 Rs.251.3 milion} as at 31 December 2012 with a rating of AA These carry inlerest at the rate of 6 months KIBOR pius 2.5% (2011 &
months KIBOR plus 2.5%) per annum and have a redempticn period of 7 years (2011 & YEAIS)

8.7  Unlisted Term Finance Certificates

MNo. of certifiates of

Rs.5,000 each Rating . Cost
Note 2012 2011 2012 2011 2012 2011
Rupees

Avallable-for-sale
Bank Alfalah Limited 30,000 30,000 AA- Ad- 149,820,000 149 880,000
Aqgritech Limited 8.7.2 40,000 40,000 D D 199,760,000 199,760,000
Agntech Limited 1,695 1,695 8] D 8,473,305 8,475 000
Pakistan Mational Shipping

Coerparation {PNSC) - - AA- AA-IAT+ 230,134,810 220,145,755
Azgard Nine Limited 8.7.2 36,000 35,000 D ] 115,130,757 178,280,000
Azgard Nine Limitad 9,214 - o] - 46,070,000 -
Bank Al Habib Limited 20,000 20,000 Akl AR 99,940,000 95,680,000 |
Standard Chartered Bank Limited 40,000 - AAA - 200,000,000 -

1,049 328,872 BS7.520.755
Held-to-maturity

Avarl Hotels Limited 74,400 75,000 A A- 312,429,750 318,429,750
1,361,758 622 1,175,950.505

* As per the agreement between the Company and PNSC, 60,000 certificates will be issued upen full disburserment,

8.7.1 These carry interest rates of 3 months to 6 months KIBOR + 0.75% to 3.25% {2011, 3 months KIBOR + 1.25% to 6 months KIBOR + 2.50%) with a
redemption pericd of 2-9 years (2011: 2-10 years ).

8.7.2 These sscurities have been clazsified as non-perfarming in accordance with the requirements of Prudential Regulations. However, in terms of SBR
directives, the Company has availed refaxalion in respect of provisioning against these securities to the extent of Rs. 136,793 milon (2011 Rs B0 928
millicn).

8.8  Represents 11,832,836 ordinary shares of Re.10 each of Agritech Limited. The market value of these shares at year end was s 138.085% million
During the year. the Company has recognized an impairment loss of Rs.79.66 mitlion, being the difference of cost and marke! value of these shares.

8.9  Represents Sukuk Certificates of Liberty Power Technology Limited. These carry mars-up at the rate of 3 months KIBOR plus 3% (2011 3 mentns
KIBOR plus 3%) per annum, with a rating of A+ (2011: AA-). The sukuks have a radametion period of 8 yvears {2011, 10 years).

2012 2011
Note Rupees Rupees

g ADVANCES
In Pakistan
Advances 5,044,258 313 4 BB3 793276
Staff loans 27,806,827 17.898.802
Advances- gross 5,072,065,140 4801692078
Provisions against non-performing loans and advances
Specific provision 92&93 1394,742,000) (377.756.0001
General provision 9.3 (87,235,166} _IBB,275 B

{481,977 166) {464.031 886

Advances - net of provision 4.,590,087,974 4 437 660,212

9.1 Particulars of advances - gross

911 Inlocal currency 5,072,065,140 4 501632 078

9.1.2 Short term {upto one year) B -
Long term (over one year) 5,072,065,140 4 901 692 078
5,072,065,140 4901692078
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I PAK CHINA INVESTMENT COMPANY LIMITED
2012 2011
Note Rupees Rupees
10 FIXED ASSETS
Capital work-in-progress 101 172,454,526 156,118,576
Property and egqupment 10.2 46,586,815 18,443,919
intangible assets 10.3 497,523 1,614,792
219,538,864 _ 176,177,287
10.1 Capital work-in-progress
Advances 10 supphers - 1,861,510
Civil works 172,454,526 154,257,066
1011 172,454,526 156,118,575
I 10.1.1 Represents vaiue of work in progress on property (land and building) located at DHA Karachi.
10.2  Property and equipment
NET
BOOK
l COS5T DEPRECIATION VALUE
As at Additions 1 As at As at (:t::’g:a‘:“g”g As at As at deﬂrit‘:i;'im
01 January  (deletions} 31 December 01 January ye: 9N 31 December 31 December p
deletions) per annum
l 2012 Rupees %
Vehicles 3,073,716 37,357,893 40,431,609 2,224,951 4,325,045 6,549,996 33,881,612 20%
Computers and office
equipment 18,826,821 5,058,820 22,681,841 15,501,832 3,641,171 17,939,203 4,742,638 33%
{1,203,800) (1,203,800)
Furniture and fixtures 13,021,242 - 13,021,242 7,548,459 2,604,247 10,152,706 2,868,536 20%
Leasehold improvements 12,354 940 - 12,354,940 6,647,583 2,470,988 9,118,571 3,238,369 20%
Electrical fittings 6,161,835 - 6,161,835 3,071,808 1.232,367 4,304,176 1,857 658 20%
53,438,554 42,416,713 94,651,467 34,994,634 14,273,818 48,064,652 46,586,815
(1,203,800} (1,203,800}
NET
BOOK
COsT DEPRECIATION VALUE
As at Additions / As at As at '(122'?:3?:'3:9 As at As at de:fi‘;;fion
01 January  (deletions}) 31 December 01 January deletions) 31 December 31 December per annum
l 2011 Rupees o
Vehicles 3,073,716 - 3,073,716 1,610,208 614,743 2,224,951 848,765 20%
Camputers 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 5472783 20%
Leasehold improvements 12,354 940 - 12,354,940 4,176,585 2,470,988 6,64?,533 5,707,357 20%
Electrical fittings 6,161,835 - 6,161,835 1,836 442 1,232 367 3,071,809 3,090,026 20%
51,843,013 1,601,841 53,438,554 23,488,031 11,51 2,903 34,994,634 18,443,920
(6,300} {6,300}
l 10.3 Intangible assets
NET
BOOK
COST AMORTISATION VALUE
As at Additions § As at As at ﬁ:aefge d”g"g As at As at m’:iti‘:;fion
01 January  (deletions) 31 December 01 January ye‘ar( " 31 pecember 31December °
deletions) per annum
2012 Rupees %
l Computer softwares 4,674,479 - 4,674,479 3,059,689 1,117,267 4,176,956 497,523 3355
NET
BOOK
COST AMORTISATION VALUE
As at Additions / As at As at C‘:‘”‘J'z d”g"g As at As at R*’n‘." °:
01 January (deletions) 31 December 01 January e ye_ar( n 31 December 31 December amortisation
deletions) per annum
l 2011 Rupees %
Computer softwares 4,674 479 - 4,674,479 1,502,967 1,556,722 3,059 689 1,614,790 33%
10.4  During the year, computers and office eguipment having bock value of Rs Mil were sold for Rs.90 294 to employees of the Campany in accordance wath the
Company's policy.
E-téain



13 DEFERRED TAX LIABILITIES

Note
Recognised in profit and loss account
Accelerated tax depreciation
Exchange gain
Provision for gratuity
Provision for non-performing loans and advances
Provision for dimunition in the value of available-for-sale investments
Impairment loss on available-for-sale investments
Others
Recognised in equity
Surplus on revaluation of available for sale investments
Movement of deferred tax is as follows:
Opening balance
Charge to profit and loss account
Credited to equity
Closing balance
14 OTHER LIABILITIES
Mark-up/ return/ interest payable in local currency
Accrued expenses
Provision for tax - net
Payable to gratuity fund 25

Others

15 SHARE CAPITAL

15.1  Authorised capital
2012 2011
Number of shares
1,214,000,000 1,214,000,000 _Ordinary shares of Rs. 10 each
15.2  Issued, subscribed and paid-up share capital

2012 2011
Number of shares

911,640,000 911,640,000 Ordinary shares of Rs. 10 each, issued for cash

PAK CHINA INVESTMENT COMPANY LIMITED

at the rate of 6.5% (2011: 6.5%) per annum and is repayable in 14 semi-annual installments starting fram July 2011

2012 2011
Note Rupees Rupees
11 OTHER ASSETS
Income /! mark-up accrued inlocal currency 389.474.325 345,052 860
Income / mark-up accrued in foreign currency 1,870.624 2,706,263
Advances, deposits and prepayments 38,276,675 13,403,418
Receivable from gratuity fund 25 - 460 987
Advance fax - net - 22,858,647
Others 65,084 83,135
429,686,708 384,565,310
12 BORROWINGS
In Pakistan 4,139,032,168 106,873,755
12.1  Particulars of borrowings with respect to currencies
In local currency 4,139,032,168 106,873,755
12.2  Details of borrowings
Repurchase agreement borrowings - secured 12.2.1 3.116,600,529 -
Call meney borrowing from a financial institution - unsecured 12.2.2 932,000,000 -
Borrowtng from SBP - unsecured 12.2.3 90,431,639 106,873,755
4,139,032,168 106,873,755
12.2.1 These carry mark-up rates ranging from 8% to 9.4% (2011 nil) per annum and have matured in January 2013,
12.2.2 This carries mark up at the rate of 6.95% per annum and has matured in January 2013.
12.2.3 Represents financing facifity obtained from SBP under the scheme "Financing Facility For Storage of Agri Produce”. This carries mark up

2012 2011
Rupees Rupees
1,878,500 1,378,330
{79,275,230) (36.510,533)
1,332,790 {161,345)
17,500,000 17,500,000
47,877,550 21325150
27,881,016 | -
- 351.915
17,194,626 3,883,517
(19,545,889} (412,727)
{2,351,263) 3,470,790
3,470,790 3,043,945
13,723,836 1,836,460
{19,545,889) (1.409.615)
{2,351,263) 3470790
5,089,493 1,750,873
3,649,584 10,469,167
49,425,711 -
3,807,970 -
628,570 -
62,602,328 12,220,140

12,140,000,000

12,140,000.000

9,116,400,000

9.116,400,000

EyFt



16

17

18

19

SURPLUS ON REVALUATION OF AVAILABLE
FOR SALE SECURITIES

Market Treasury Bills

Pakistan investment Bonds

Term Finance Certificates

Related deferred tax

CONTINGENCIES AND COMMITMENTS

Transaction retated contingent liabilities
Letters of guarantees

Trade related contingent liabilities
Letters of credit

Commitments to extend credits

PAK CHINA INVESTMENT COMPANY LIMITED

2012 2011
Rupees Rupees
6,174,700 {1,343,371)
24,067.451 (3.314,515)
25,603,245 5,837,106
55,845,396 1179220
{19.545,889) {412,727)
36,299,507 766,493
- 23,420,379
- 207,707,400

The Company makes commitments to extend credit in the normal course of its business but these being revocabie
commitments do not attract any significant penalty or expense if the facility is unilaterally withdrawn except for

Rs.34.898 million {2011: Rs.252.144 million).
MARK - UP / RETURN / INTEREST EARNED

On loans and advances
On investments in

- Held-to-maturity

- Available-for-sale

On deposits with banks
On securities purchased under resale agreements

MARK - UP / RETURN / INTEREST EXPENSED

On borrowings with SBP and financial institutions
On securities sold under repurchase agreements

ADMINISTRATIVE EXPENSES

Salaries, allowances and other henefits
Directors’ fee

Gratuity

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

Utilities

Communication

Office security charges

Professional training and staff welfare
Donations

Advertisements, periodicals and membership fees
Printing and stationery

Depreciation

Amortization

Auditors' remuneration

Legal, consultancy and other professional services
Repairs and maintenance

Insurance

Entertainment

Bank charges

Miscellaneous

2012 2011
Note Rupees Rupees
657,421,317 837.218,345
45,289,317 51,855,631
504,769,011 328,318,287
550,058,328 380,173,918
56,537,617 62,731,904
44,445,658 33,619,529

1,308,462,920 1313743656

42,611,313 15,067,161

55,779,548 32,698,792

98,380,861 47,665,953

120,549,006 115,667,198

1,115,700 1,557,900

6,127,739 4,115,883

4,318,608 3,943,745

25,948,123 12,918,347

30,397,227 28,313,129

4,518,496 3,362,864

3,147,619 1,578,428

3,476,380 2,828,000

2,580,195 226,327

- 10,000,000

1,728,261 260,417

1,878,866 2,132,702

10.2 14,273,818 11,512,903
10.3 1,417,267 1,556,722
18.1 877,500 850,000
2,103,843 2,476,255

2,856,725 2,339,662

2,236,887 1172729

1,068,825 959,866

277,822 188.605

1,554,366 441,628

232,153,273 208,403 408

£u et



19.1

20

21

21.1

21.2

22

23

24

25

25.1

PAK CHINA INVESTMENT COMPANY LIMITED

Note

Auditors’ remuneration

Audit fee

Half yearly review

Special certifications and sundry services
{ut of pocket expenses

OTHER CHARGES
Penalty imposed by the SBP
TAXATION

Current
Priar
Deferred

211

Relationship between tax expense and
accounting profit

Profit before taxation

Tax at applicable rate of 35%.
Tax effects of - inadmissible expenses
- other prepayment differences

2012 2011

Rupees Rupees
475,000 450,000
150,000 150,000
230,000 200,000
22,500 50,000
877,500 850,000
32,100 521,000
376,700,664 334 461,262
- 21,280,000
(13,723,836) {1,836,460)
362,976,828 353,804,802

1,037,076,650

867,604,829

362,976,828 303,661,690
- 51,422,350
- (1,179,238)
362,976,828 353,504,802

The income tax returns of the Company have been filed and are deemed assessed up to and including the tax year
2012. However, for the tax year 2009, the assessment of the Company was amended by the Taxation Officer by
disallowing "provision against lending fo financial institutions" amounting to Rs.94.518 million. The Company is
contesting the above decision before the Appellate Tribunal and based on the advice of its tax advisor, is confident
that the ultimate outcome of the above matter will be in the Company’s favour. Accordingly, no provision is considered

necessary in these financial statements in this respect.

BASIC AND DILUTED EARNINGS PER SHARE
Net profit for the year (Rupees)
VWeighted average number of ordinary shares {Number}

Basic/ diluted earnings per share (Rupees)

There is no dilutive effect on the basic earnings per share of the Company.

CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks
Balances with other banks

STAFF STRENGTH

Permanent
Temporary / on contractual basis
Company's own staff strength

Qutsourced
Total staff strength

DEFINED BENEFIT PLAN

General description

2012 2011
674,099,822 513,700,027
911,640,000 908,921,967

0.74 0.57

2012 2011

Rupees Rupees
92,588,077 1,481,717,118

1,686,035,087

23,226,506

1,778,623,164

1,5614,843,624

Number
of employees

Number
of employees

36 35
- 1
36 36
10 8
16 a3

The Company operates an approved funded gratuity scheme for all its regular empioyees. Contributions are made in
accordance with the actuarial recommendation. Latest actuarial valuation was carried out as at 31 December 2012.

The benefits under the gratuity scheme are payable on retirement at the age of 80 years or earlier 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.

C-1rnsm




25.2

253

254

25.5

256

257

25.8

259

25.10

2511

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

PAK CHINA INVESTMENT COMPANY LIMITED

Reconciliation of payable / {receivable) to defined benefit plan

Present value of the defined benefit abligations

Fair value of plan assets

Net actuarial not recognized
Transitional liability to be recognised later

Movement in defined benefit obligations

Opening balance
Current service cost
Interest cost

Benefits paid during the year

Actuarial loss
Closing balance

Movement in fair value of plan assets

Opening balance

Expected return on plan assets
Contributions during the year
Benefits paid during the year
Actuarial loss on plan assets

Closing balance

Plan assets consist of the following:

National saving certificates
Accrued interest
Bank balances

Movement in defined benefit plan

Opening balance
Charge for the year

Contributions during the year

Closing balance

Charge for defined benefit plan

Transitional liability recongnised

Current service cost
Interest cost

Expected return on plan assets

Actuarial loss

Actual return on plan assets

Historical information

Present value of defined benefit obligations

Fair value of plan assets
Deficitf {surplus)
Experience adjustments
- on obligations

- on plan assets

2012 2011
11.00% 12.50%
12.50% 13.00%
10.00% 11.50%
12.7 years 12 years
60 years 60 years
2012 2011
Rupees Rupees
14,106,470 8,322,034
(7,320,547) 16.492.151)
(2,394,769) (1.124 503}
(583,184) {1,166,367)
3,807,970 {460,987}
8,322,034 8.085,333
5,291,463 3,759,612
1,040,254 1,051,093
{1,858,782) {5,146.040)
1,311,501 572,036
14,106,470 8,322,034
6,492,151 9,830,809
811,519 1,278,005
1,858,782 4,586,040
(1,858,782) (8,626,040}
16,878 (576.663)
7,320,547 5,492,151
5,850,000 5,850,000
1,397,056 558,523
73,491 83,628
7,320,547 5,492,151
{460,987} 9,170
6,127,739 4,115,883
{1,858,782) {4,586,040)
3,807,970 {460,987
583,183 583,183
5,291,463 3,759,612
1,040,254 1,051,093
(811,519) (1,278,005}
24,358 -
6,127,738 4,115,883
828,397 701,342
2012 2011 2010 2009
Rupees Rupees Rupees Rupees
14,106,470 8,322,034 8,085,333 6,648,481
(7,320,547} (6,492,151} 9,830,809 6,098,916
6,785,923 1,829,883 (1,745,476} 548 565
{1,311,501) (572,036 41,949 (7,394)
16,878 (576,663) {75,862) 98,916

Based on actuarial advice, the management estimates that the gratuity charge for the next year would be Rs.5.882

million.
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31.4

RELATED PARTY TRANSACTIONS

Related parties of the Company comprise of retrement funds, directors and key management peisonnel Transactons

disclused in the relevant notes to the financial statements
CAPITAL-ASSESSMENT AND ADEQUACY BASEL | SPECIFIC

Capital management

PAK CHINA INVESTMENT COMPANY LIMITED

and batances with relateg parties are

The Company's ohjectives when managing capital risks are to safeguard the Company's ability to continue as a going concern in order o provide returns for

shareholders and benefils for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital, In order o r

naintain or adjust the

capital structure, the Company may adjust the amount of dividend to shareholders, return of capital to shareholders, 1ssue new shares ar sell assets lo reduce

debt. The Company has implemented the capital adequacy framework under Basel - Il regime. The Company, in line with the SBP guidel

standardized approach for credit, market risks and basic indicatar approach for operational risk.

The Company's objectives when managing its capital are:

a) To comply with the capital requirements set by the SBP;

b) To safeguard the Company's ability to continue as a gaing concern so that
¢} To maintain a strong capital base to support the development of its business.

ines, has adopted the

it can continue to provide returns to shareholders and benefits to other

The growth prospects of the Company will be linked with the macrogconomic environment, industry conditions and iis ahility to attract quality assets. At

present, the Company has restricted its market risk by nat participating in secondary stock trading. It 15 engaged 1n booking quality asseats in |

The risk-weighted assets are measured by means of a hierarchy of five risk weights classified according 1o the n

an segment.

ature of and reflecting an estimate of credit,

market and other risks associated with each asset and counterparty, taking inlo account any eligible collateral or guarantees. A similar treatment is adopted
for off-batance sheet exposure, with some adjustments 1o reflect the mare contingent nature of the potential losses.

Regulatory capital requirements

The SBP vide BSO Circular Mo 7 dated 15 April 2009 has set the Minimum Capital Reguirement (MCR) for DFIs up to Rs.10 kill

ion to be achieved in @ phased

manner by 31 December 2013. The required MCR (free of losses) as of 31 December 2012 is Rs.9 bilion. Further, the Bank is also required to maintain a
Capital Adequacy Rato (CAR) of at least 10% of the risk weighted assets of the Bank.

The paid up capital of the Company as of 31 December 2012 amounted ta Rs.8,116 million while CAR stands at 109.13% as of that date.

Capital structure
Tier | Capital
Share capital

Reserve
Unappropriated prafit

Less: Book value of intangible asset

Tiar Il Capital
General provision subject to 1.25% of total risk weighted assets
Revaluation reserves {up to 45%)

Eligible Tier 1| Capital

Total regulatory capital base

The capital to risk weighted assets calculated in accordance with SBP
guidelines on capital adequacy is as follows:

Credlt Risk
Portfolios subject to standardized approach [Simple)

Market risk

Capital requirement for portfalios subject ta standardized
approach - Interest rate risk

Operational Risk

Capitat Requirement for operational risks

Total

2012
Rupees

2011
Rupees

9,116,400,000
523,231,035
2,092,924,141

9,116,400,000
388,411,071
1,553,644 ,283

11,732,565,176

497,623

11,058,455,354

1,614,730

11,732,057,653

11.056,840,564

87,235,166
16,334,778

B6,275.866
344,922

103,569,944

86,620,788

11,815,627,597

11,143 461,352

2012 2011
Capital Risk Weighted Capital Risk Weighted
Requirements Assets Requirements Assels
Rupees Rupees
645,206,888 6,452,068,881 604,069,742 6,040,687,424
212,556,914 2,125,569,141 192,267,088 1,922 670,877
226,760,529 2,267,605,292 214,228,993 2,142,299,927

~{,084,524,331

"10,845,243,314

1,010,566 623

10,106 668,228

FE~t FRSI
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3214

3212

3213

Capital Adequacy Ratio

Total eligible regulatory capital held
Tatal Risk Weighted Assets
Capital Adequacy Ratio  {(a) [ {b)

RISK MANAGEMENT

PAK CHINA INVESTMENT COMPANY LIMITED

2012
Rupees
{a) 11,B35,627,597
(b} 10,845,243,314
109.13%

2011
Rupees

11,143,461 352
10,105,668,228

110.27%

The Company is primarily subject to credit risk, market risk and liquidity risk. The management of Company is cognizant of these risks and has put in place
requisite parameters to manage distinct risks within acceptable Fmits. The approach used for risk management has taken into account the nature and size of the
organizatian. The care principle behind the risk management approach in the Company is that the members of the respective specialized risk management
committees collaborate with relevant department in line with the risk management policies and frame works, A dedicated risk management function is also

Credit risk

Credit risk represents the accounting loss that would be recagnized at the reporting date if counter parties failed to perform as contracted. The management also
continucusly monitors the credit exposure towards the customers and makes provision against those balances that are considered doubtful for recovery.

Segment by class of business

Fertilizer

Power

Stesl|

Sugar
Telecommunication
Storage

Real Estate
Cement

Glass

Transport, Storage & Communications
Cthers

Fertilizer

Power

Steel

Sugar
Telecommunication
Storage

Real Estate
Cement

Glass

Transport, Storage & Communications
Others

Segment by sector

Public/Government
Private

Public/Government
Private

Details of non-performing advances and specific provisions by class of
business

Cement

Real Estate
Telecommunication
Sugar

2012
Advances - Gross Contingencies and commitments
Rupees Percent Rupees Percent
280,000,000 5.52 - -
2,613,221,760 51.52 34,898,362 100
287,100,000 5.86 - -
312,500,000 6.16 - -
300,000,200 581 . .
671,436,553 13.24 - -
70,000,000 1.38 - -
200,000,000 3.24 - -
300,000,000 591 - -
- 0.00 - -
27,806,827 0.55 - -
§,072,0685,140 100 34,898,362 100
2011
Advances - Gross Contingencies and commitments
Rupees Percent Rupees Percent
500,000,000 10.20 - -
2,649 461,863 5405 153,391,759 31.74
297,100,000 6.05 - .
112,500,000 2.30 - -
300,000,000 6.12 - -
732,571,413 14.95 - -
70,000,000 1.43 - -
200,000,000 4.08 - -
22,160,000 .45 277,840,000 57.49
- - 52,039,804 10,77
17,688,802 Q.37 - -
4,901.892078 100 483.271,603 100
2012 .
Advances - Gross Contingencies and commitments
Rupees Percent Rupees Percent
5,072,065,140 100 34,898,362 100
5,072,085,140 100 34,898,362 100
2011
Advances - Gross Contingencles and commitments
Rupees Percent Rupees Fercent
- - 52,039,804 10.77
4,901,682,078 100 431,231,799 89.23
4,901,682 078 100 483,271,603 100
2012 2011
Classified Specific Classified Specific
Advances Provislons Held Advances Provisions Held
Rupees Rupees
200,000,000 200,000,000 200,000,000 200,000,000
70,000,000 38,317,000 70,000,000 27,756,000
300,000,000 150,000,000 300,000,000 150,300,000
112,500,000 6,425,000 - -
682,500,000 394,742,000 570,000,000 377,756,000

Eo FrE2fi



32.1.4

32.1.6

32.1.641

Details of non-performing advances and specific pravisions by sector

PublictGovernment

Frivale

Geographical Segment Analysis

In Pakistan

In Pakistan

Credit Risk-General Disclosures Basel |l Specific

PAK CHINA INVESTMENT COMPANY LIMITED

2012 2011
Classified Specific Classified Specific
Advances Provisions Held Advances Frovisions Held
Rupees Rupees
682,500,000 394,742,000 570,000,000 377,756.000
§82,500,000 394,742,000 570,000,000 __ 377.756.000
2012
Profit before Total assets Net assets Contingencies
taxation employed employed & commitments
(Rupees)
1,037,076,650  15,972,840,442 _11,768,854,683 34,898,362
2011 —_—
Profit hefore Total assets Net assets Contingencies
taxation employed employed & commitments
[Rupees)

887,604,829

11,178,315,742

11,059,221,847 483,271,603

As per SBF's instructions, the Company is using the standardized approach for ascertaining capital requirements for its credit risk. It is in the process of
formulating its procedures for IRB approach for its credit risk. The Company will obtain necessary appravals and validation from SBP, before adopting IRB

approach,

Credit Risk: Disclosures for portfolio subject to the Standardized Approach - Basel I} specific

Types of Exposures and ECAl's used

2012 2011

Exposures JCR-VIS PACRA }——OTHER ICR-VIS ‘ ‘ PACRA I '—‘OT“E-——,R
Moody's Moody's

Corporate { P R P | x 11 P | P ] X ﬂ
Banks | P 11 P | P | ] P 11 P
Credit Exposures subject to Standardised approach

2012 T 2011 ]

. Amount . Amount .
. D t
Exposures Rating category Outstanding Peduction CRM MNet amount Outstanding eduction CRM Net amoun
Rupees - Rupees —
- ]

Cashand cash 15,528 15,528 25,000 25,000
equivalents - -
Claims on Government 91,448,008 - 91,448 DOR 30,138,269 - 30,138,289
Corporate 1 886,761,625 - 386,?61,52__@_‘ 1,921,861,269 - 1,921,861,369
Corporate 2 3,355,040,077 - 3,355,040,077 2,247.039,146 - 2,247,039, 146
Corporate 56 54,543,305 - 54,543 305 §.475000] | - 8,475,000
Corporate Unrated 1,280,488 286 - 1,280,488,286 1,302 D68 626 - 1,302 068 626
Public Sector Entity 1 233,001,974 - 233,001,974 223,455 360 - 223,455 360
Public Sector Entity Unrated - - - 6,344 400 - 6,344,400
Banks- less than 3
months funded in PKR 968,152,750 934,212,250 31,940,500 608,811,929 584,335,002 24 476,927
Claim on Banks 45 1,655,219,128 | - 1,655,219,128 1,483,162,075 - |1 1.483.162.075
Claims categorized as P
retail portfolio 3,628,586 } 3,528,586 2,407,782 - 2,407,782
Claim fully secured by
residential property 27,806,827 i 27,806,827 17,898,802 | ] 17,898,802
Past due loans 465,855,757 - 465 855,757 510,355,000 - 510,355,000
Listed equity
investments and 738,802,696 738,802,696 507,251,917 507,251,917
requlatory capital = -
Investment in operaling
fixed assets 219,041,341 212,041,341 174,562,497 174,562,497
Other t 59,072,572 - 59072572 36,691.377 - 36,691,377
Total 10,036,778,460 924,212,250 9,102 566,210 __9.050_548.549 584,335,002 B.496,213,547

Following is the list of main type of collateral taken by the Company:

- Government Securities

- Registered charge on stocks, book debts, receivables and other assets

- Pledge of sponsors’ shares

- Guarantee of Government of Pakistan

- lndustrial land and building mortgage (equitable)

- Personal guarantees

- Hypothecation over movable properties
- Registered charge over fixed assels
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PAK CHINA INVESTMENT COMPANY LIMITED

32.3.2 Foreign exchange risk

32.3.3

32.4

3241

33

331

33.2

Foreign exchange risk arises in case of an on balance sheet / off balance sheet asset or liability position
when there is adverse exchange rate movement. The Company has following exposure in this category of

market risk.

Pakistan Rupee
United States Dollar

2012
Assets Liabilities Off balance Net currency
sheet items exposure
Rupees

14,180,538,556
1,655,219,128

4,201,634,496 .

9,978,904,060
1,655,219,128

15,835,757,684

4,201,634,496 -

11,634,123,188

2011
Assets Liahilities Off balance Net currency
sheet items exposure

Rupees
Pakistan Rupee 9,505,801,458 119,093,895 - 9,386,707.563
United States Dollar 1,483,162,075 - - 1,483,162,075
10,988,963,533 119,093,895 - 10,869,869,638

Equity 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 equity market is classified in available for sale category with the intent to
earn profit based on fundamentals.

Operational risk

Operational risk is the risk of direct or indirect loss resulting from inadequate or failed internal processes,
people and system of the Company.

The risk management function in the Company manitors the operational risk in order to ensure the
safeguarding of assets and to mitigate other related risks.

The Company has invited proposals for consultancy services to implement a comprehensive Operational
Risk Framework.

Operational Risk-Disclosures Basel Il Specific

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

SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

Provision against non-performing loans and advances

The management reviews the loan portfolic 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 flows
of the business and security position are taken into account.

Classification / valuation of investments

For classification / valuation of investments, the Company follows the guidance provided in SBP circulars.
F1Faod



333

334

33.5

33.6

33.7

34

35

351

35.2

363

PAK CHINA INVESTMENT COMPANY LIMITED

Impairment of investments
The management determines that 'available-for-sale' equity investments are impaired when there has been
a significant or prolonged decline in market value/ fair value below its cost. In making this judgment, the
management considers among other factors, the decline in market price below cost by 20% as significant
and if the decline in market price persists for 9 months as prolonged. For debt securities impairment 1oss is
determined on the basis of Prudential Regulations of SBP.
Provision for income taxes
in making the estimates for income taxes currently payable by the Company, the management looks at the
current income tax laws and the decisions of appellate authorities on certain issues and the appeals of the
department pending at various levels of authorities.
Fixed assets
The Company reviews the useful lives and residual value of fixed assets on a regular basis. Any change in
estimates in future years might affect the carrying amounts of the respective items of fixed assets 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.
Provision for gratuity
Provision for gratuity is determined using actuarial assumptions. Any change in the assumptions from actual
results would change the amount of unrecognised gains and losses.
DATE OF AUTHORISATION FOR ISSUE
These financial statements were authorised for issue in the Board of Directors meeting held on
LS Tune 2013
GENERAL
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 17 February 2006 issued by SBP for which there are no
amounts have not been reproduced in these financial statements except for the statement of financial
positicn and profit and loss account.
Figures have been rounded off ta the nearest rupees, unless otherwise stated.
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