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INDEPENDENT AUDITORS’ REPORT

To the members of Pak China Investment Company Limited
Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Pak China Investment
Company Limited {the Company), which comprise the statement of financial
position as at 31 December 2018, and the profit and loss account, the statement of
comprehensive income, the statement of changes in equity, the cash flow
statement for the year then ended, and notes to the financial statements, including
a summary of significant accounting policies and other explanatory information, 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 the audit.

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, the statement of changes in equity and the cash flow
statement together with the notes forming part thereof conform with the
accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), 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 2018 and of the profit and comprehensive income, the
changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing
(ISAs) as applicable in Pakistan. Our responsibilities under those standards are
further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan (the Code) and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

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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Responsibilities of Management and Board of Directors for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting and reporting standards as applicable
in Pakistan and the requirements of Companies Act, 2017 (XIX of 2017) and for
such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has
no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company'’s financial reporting
process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs as applicable in Pakistan will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise
professional judgement and maintain professional skepticism throughout the audit.
We also:

e Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company'’s
internal control.
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Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
management.

Conclude on the appropriateness of management'’s use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw
attention in our auditors’ report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our
auditors’ report. However, future events or conditions may cause the Company
to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the board of directors regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a)

b)

c)

proper books of account have been kept by the Company as required by the
Companies Act, 2017 (XIX of 2017);

the statement of financial position, the profit and loss account, the statement of
comprehensive income, the statement of changes in equity and the cash flow
statement together with the notes thereon have been drawn up in conformity
with the Companies Act, 2017 (XIX of 2017) and are in agreement with the
books of account and returns;

investments made, expenditure incurred and guarantees extended during the
year were for the purpose of the Company’s business; and

no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980
(XVIII of 1980).
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The engagement partner on the audit resulting in this independent auditors’ report
is Atif Zamurrad Malik.

W Demee LA U

KPMG Taseer Hadi & Co.
Chartered Accountants

Islamabad
15 March 2019



PAK CHINA INVESTMENT COMPANY LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
[nvestments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets subject to finance lease
Subordinated debt

Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY

Share capital

Reserves

Surplus on revaluation of assets
Unappropriated profit

CONTINGENCIES AND COMMITMENTS

Note

16

17

The annexed notes 1 to 41 form an integral part of these financial statements
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2018 2017
Rupees
62,586,073 26,529,844
1,553,209,315 2,168,944,684
9,976,198,978 13.848,108,959
7,620,187,771 7,899,991,599
187,345,540 174,023,393
239,762 339.104
36,897,187 104,637,929
325,569,633 198,390,647
19,762,234,259 24,420,966,159
4,180,682,821 9,576,859,910
220,251,158 175,535,989
4,400,933,979 9,752,395,899
15,361,300,280 14,668,570,260 .
9,116,400,000 9,116,400,000
1,232,830,002 1.110,843.079
83,041,146 245,740
4,929,029,132 4,441,081.441
15,361,300,280

14,668,570,260 ‘a ?
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PAK CHINA INVESTMENT COMPANY LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2018

Mark-up/ return/ interest carned
Mark-up/ return/ interest expensed
Net mark-up/ interest income

NON MARK-UP/INTEREST INCOME

FFee and commission income

Dividend income

Foreign exchange income

Exchange gain
Gain on securities
Other income

Total non-markup/ interest income

Share in profit of associated companies

Total income

NON MARK-UP/INTEREST EXPENSES

Operating expenses
Other charges

Total non-markup/interest expenses
Profit before provisions
Provisions and write offs - net

Extra ordinary / unusual items

PROFIT BEFORE TAXATION

Taxation

PROFIT AFTER TAXATION

Basic and diluted carnings per share

Note

18
19

22

23

oo
W

27

The annexed notes 1 to 41 form an integral part of these financial statements
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1,244,513,786 1,622,936,468
(162,160,116) (669,157,259)
1,082,353,670 953,779,209
44,253,123 178,242,678
743,593 -
298,950,711 58.884.810
48,718,060 29,579,687
12,328,131 10,082,117
404,993,618 276,789,292
36,482,128 46,631,684
1,523,829,416 1,277,200,185
386,374,334 378,146,467
120,000 -
386,494,334 378,146,467
1,137,335,082 899,053,718
225,577,170 (70,749,142)
911,757,912 969,802,860
292,937,769 299,207,957
618,820,143 670,594,903
0.68
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PAK CHINA INVESTMENT COMPANY LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR TIHE YEAR ENDED 31 DECEMBER 2018

Profit after taxation for the year
Other comprehensive income

Items that will not be reclassified to profit and loss account in
subsequent periods:

Re-measurement loss on defined benefit plan - net of tax

Share of other Comprehensive profit /(loss) from Associate
Related fax

Items that may be reclassified to profit and loss account in
subsequent periods:

Net change in fair value of available-for-sale securitics - net of tax

Company's share of equity accounted investees' OCI:
Available-For-Sale securities financial assets - Net change in fair value

Total comprehensive income

The annexed notes | to 41 form an integral part of these financial statements
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2018

2017

618,820,143 670,594,903
(5,942,837) (2,643,386)
(3,469,609) (571,350)

526,917 12,786
(2,942,692) (558,564)
82,838,573 (124,906,010)

(43,167) (85,231)
82,795,406 (124.991.241)

692,730,020

542,401,712 4a r
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PAK CHINA INVESTMENT COMPANY LIMITED

STATEM
AS AT 31 DECEMBER 2018

Balance as at January 01, 2017
Profit after taxation for the year
Other comprehensive income
Total comprehensive income
Transfer to statutory reserve
Balance as at 31 December 2017
Profit after taxation

Other comprehensive income
Total comprehensive income
Transfer to statutory reserve

Balance as at 31 December 2018

CNT OF CHANGES IN EQUITY

Share Statutory Surplus on revaluation  Unappropriated Total
capital reserve of assets profit
(Rupees)
9,116,400,000 977,364,488 125,151,750 3,907,167,079 14,126,083,317
- - - 670,594,903 670,594,903
- - (124,906,010) (3,201,950) (128,107,960)
- - (124,906,010} 667,392,953 542,486,943
- 133,478,591 - (133.478,591) -
9,116,400,000 1,110,843,079 245,740 4,441,081,441 14,668,570,260
- - - 618,820,143 618,820,143
- - 82,795,406 (8,885,529) 73,909,877
- - 82,795,406 609,934,614 692,730,020
- 121,986,923 - (121,986,923) -
9,116,400,000 1,232,830,002 83,041,146 4,929,029,132 15,361,300,280

According to BPD Circular No. 15, dated 31 May 2004, issued by the SBP, an amount not less than 20% of the afier tax profits shall be transferred to
create a reserve fund, Gl such time the reserve find equals the amount of the paid-up capital of the Company, and after that a sum not less than 5% of’
the profit after tax shall be credited to the said reserve.

The annexed notes 1 to 41 form an integral part of these financial statements ww\gl”
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PAK CHINA INVESTMENT COMPANY LIMITED
CASH FLOW STATEMENT
AS AT 31 DECEMBER 2018
Note

CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation
Less: Dividend income

Share of profit from associate companies

Adjustments for:
Depreciation 23
Amortization 23
Provision for gratuity
Provision against non-performing loans and advances
Provision for diminution in the value of investments
Impairment loss on available-for-sale investments
(Gain) / loss on sale of fixed assets
Exchange gain

(Increase)/ Decrease in operating assets
Lendings to financial institutions

Advances
Others asscts (excluding advance taxation)

Increase/ (decrease) in operating liabilities
Other liabilities
Borrowings from financial institutions

Contribution to plan assets
Income tax paid

Net cash flow (used in) / from operating activitics

CASH FLOW FROM INVESTING ACTIVITIES

Investment realized / (used in) during the period - net

Dividends received

Capital expenditure

Proceeds from sale of fixed assets

Net cash flow from / (used in) investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Effects of exchange rate changes on cash and cash equivalents

Decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the year 28
Cash and cash equivalents at end of the year 28

The annexed notes 1 to 41 form an integral part of these financial statements
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2018 2017
Rupees
911,757,912 969,302,860
(743,593) .
(36,482,128) (46,631,684)
874,532,191 923,171,176
10,392,066 9,760,409
231,757 301,944
12,306,829 10,339,900
69,660,800 (32,062,293)
. (71,805,000)
155,916,370 33,118,151
(1,230,719) 122,528
(298,950,711) (58,884.810)
(51,673,608) (109,109,171)
822,858,583 814,062,005
5 2,647,918,347
210,143,029 (1,828,109,805)
(102,924,337 444,554,365
107,218,692 1,264,362,907
1,491,317 (35,587,372)
(5,396,177,089) 1,380,405,044
(5,394,685,772) 1,344,817,672
(9,276,487) (12.666.855)
(261,613,768) (310,592,223)
(4,735,498,752) 3,099,983,506
3,868,780,776 (6,144,784,198)
10,704,035 21,172,149
(23,847,293) (7,244,805)
1,231,383 s
3,856,868,901 (6,130,856,854)
298,950,711 58,884,810
(579,679,140) (2,971,988.538)
2,195,474,528 5,167,463,066
1,615,795,388 2.195,474,528 W

CHAIRMAN MANAGING DIRECTOR DIRECTOR DIRECTOR




PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1

2.1

2.2

STATUS AND NATURE OF BUSINESS

Pak China Investment Company Limited (the Company) was incorporated in Pakistan as a public
limited company on 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 main objective of the Company is to invest in the financial sector and
infrastructure projects.

The Company commenced business after obtaining the Certificate of Commencement of Business,
from the Securities and Exchange Commission of Pakistan (SECP), on 02 November 2007, and the
permission to commence business from the State Bank of Pakistan (SBP), on [0 January 2008,

BASIS OF PRESENTATION

Thesc financial statements have been presented in accordance with the format prescribed by SBP’s
BPRD Circular No. 2 dated 25 Jannuary 2018.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the approved accounting standards
as applicable in Pakistan. Approved Accounting Standards comprise of :

- International Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board (IASB) as are notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants
of Pakistan as are notified under the Companies Act, 2017;

- Provisions of and directives under the Banking Companies Ordinance, 1962 and the Companies
Act, 2017; and

- Directives issued by the State Bank of Pakistan and the Securities and Exchange Commission of
Pakistan.

Wherever the requirements of the Banking Companies Ordinance 1962, and the Companies Act,
2017 or the directives issued by the State Bank of Pakistan and the SECP differ with the
requirements of IFRS or IFAS, the requirements of the Banking Companies Ordinance, 1962, the
Companies Act, 2017 and the said directives shall prevail.w



PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.3

The State Bank of Pakistan has deferred the applicability of International Accounting Standard (IAS)
39, 'Financial Instruments: Recognition and Measurement' and 1AS 40, 'Investment Property' for
Banking Companies through BSD Circular No. 10 dated August 26, 2002. The Securities and
Exchange Commission of Pakistan (SECP) has decferred applicability of IFRS-7 "Financial
Instruments: Disclosures" on banks through S.R.O 411(1) /2008 dated April 28, 2008. 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 the State Bank of Pakistan through various circulars,

IFRS 8, 'Operating Segments' is effective for the Company's accounting period beginning on or after
January 1, 2009. All banking companies in Pakistan are required to prepare their annual financial
statements in line with the format prescribed under BPRD Circular No. 2 dated 25 Jannuary 2018,
‘Revised Forms of Annual Financial Statements', effective from the accounting year ended December
31, 2018. The management of the Company believes that as SBP has defined the segment
categorisation in the above mentioned circular, its requirements will prevail over the requirements
specified in IFRS 8. Accordingly, segment information disclosed in these financial statements is
based on the requirements laid down by the SBP,

SBP vide circular letter no BPRD/R&PD/2018/17232 dated 8 August 2018 has deffered the
requirement for additional disclosure on governance and remuneration till 31 Decemebr 2019,
Accordingly, the disclosure on governance & remuneration practices has not been made part of thses
financial statements.

The SBP has prescribed fromat of financial statements for Banks / DFIs vide BPRD Circular 02 of
2018, therefore, requirements of the Fifth Scheule of the Companies Act, 2017 have not been
followed in presentation of these financial statements.

Standards, interpretations and amendments to published approved accounting standards that
are not yet effective

The following International Financial Reporting Standards (IFRS Standards) as notified under the
Companies Act, 2017 and the amendments and interpretations thereto will be effective for accounting
periods beginning on or after 01 January 2019

[FRIC 23 ‘Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on or
after 1 January 2019) clarifies the accounting for income tax when there is uncertainty over income
tax treatments under 1AS 12. The interpretation requires the uncertainty over tax treatment be
reflected in the measurement of current and deferred tax. The Copany is in the process of assessing

the impact of this standards, ‘@w



PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

IFRS 16 ‘Leases’ (effective for annual period beginning on or after 1 January 2019). IFRS 16
replaces existing leasing guidance, including IAS 17 ‘Leases’, IFRIC 4 ‘Determining whether an
Arrangement contains a Lease’, SIC-15 ‘Operating Leases- Incentives’ and SIC-27 ‘Evaluating the
Substance of Transactions Involving the Legal Form of a Lease’. IFRS 16 introduces a single, on-
balance sheet lease accounting model for lessees. A lessee recognizes a right-of-use asset
representing its right to use the underlying asset and a lease liability representing its obligation to
make lease payments. There are recognition exemptions for short-term leases and leases of low-value
items. Lessor accounting remains similar to the current standard i.e. lessors continue to classify leases
as finance or operating leases. The Company is currently in the process of analyzing the potential
impact of its lease arrangements that will result in recognition of right to use assets and liabilities on
adoption of the standard.

IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annual periods
beginning on or after January 1, 2018) clarifies which date should be used for translation when a
foreign currency transaction involves payment or receipt in advance of the item it relates to. The
related item is translated using the exchange rate on the date the advance foreign currency is received
or paid and the prepayment or deferred income is recognized. The date of the transaction for the
purpose of determining the exchange rate to use on initial recognition of the related asset, expense or
income (or part of it) would remain the date on which receipt of payment from advance consideration
was recognized. If there are multiple payments or receipts in advance, the entity shall determine a
date of the transaction for each payment or receipt of advance consideration. The application of
interpretation is not likely to have an impact on Company’s financial statements.

Amendment. to IAS 28 ‘Investments in Associates and Joint Ventures’ - Long Term Interests in
Associates and Joint Ventures (effective for annual period beginning on or after 1 January 2019).
The amendment will affect companies that finance such entities with preference shares or with loans
for which repayment is not expected in the foreseeable future (referred to as long-term interests or
‘LTI’). The amendment and accompanying example state that LTI are in the scope of both IFRS 9
and 1AS 28 and explain the annual sequence in which both standards are to be applied, The
amendments are not likely to have an impact on Company’s financial statements,

Amendments to TAS 19 ‘Employee Benefits’- Plan Amendment, Curtailment or Settlement (effective
for annual periods beginning on or after 1 January 2019). The amendments clarify that on
amendment, curtailment or settlement of a defined benefit plan, a company now uses updated
actuarial assumptions to determine its current service cost and net interest for the period; and the
elfect of the asset ceiling is disregarded when calculating the gain or loss on any settlement of the
plan and is dealt with separately in other comprehensive income. The application of amendments is
not likely to have an impact on Company’s financial statements.W



PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Amendment to IFRS 3 ‘Business Combinations’ — Definition of a Business (effective for business
combinations for which the acquisition date is on or after the beginning of annual period beginning
on or after | January 2020). The IASB has issued amendments aiming to resolve the difficulties that
arisc when an entity determines whether it has acquired a business or a group of assets. The
amendments clarify that to be considered a business, an acquired set of activities and assets must
include, at a minimum, an input and a substantive process that together significantly contribute to the
ability to create outputs. The amendments include an election to use a concentration test. The
standard is effective for transactions in the future and therefore would not have an impact on past
financial statements.

Amendments to IAS | Presentation of Financial Statements and [AS 8 Accounting Policies, Changes
in Accounting Estimates and Errors (effective for annual periods beginning on or after | January
2020). The amendments are intended to make the definition of material in IAS 1 easier to understand
and are not intended to alter the underlying concept of materiality in IFRS Standards. In addition, the
IASB has also issued guidance on how Lo make materiality judgements when preparing their general
purpose financial statements in accordance with IFRS Standards.

Annual Improvements to IFRS Standards 20152017 Cycle - the improvements address amendments
to following approved accounting standards:

- IFRS 3 Business Combinations and 1FRS 11 Joint Arrangement - the amendment aims to
clarify the accounting treatment when a company increases its interest in a joint operation that
meets the definition of a business. A company remeasures its previously held interest in a joint
operation when it obtains control of the business. A company does not remeasure its
previously held interest in & joint operation when it obtains joint control of the business.

- [AS 12 Income Taxes - the amendment clarifies that all income tax consequences of dividends
(including payments on financial instruments classified as equity) are recognized consistently
with the transaction that generates the distributable profits,

- 1AS 23 Borrowing Costs - the amendment clarifies that a company treats as part of general
borrowings any borrowing originally made to develop an asset' when the asset is ready for its
intended use or sale.

The above amendments are effective from annual period beginning on or after January 1, 2019 and
are not likely to have an impact on Company's financial statements.

3 BASIS OF MEASUREMENT
These financial statements have been prepared under the historical cost convention, except for certain

investments which are revalued to their fair values, the defined benefit plan which is measured at
present value and investments at associates which are stated using equity accounting.W



PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

3.1

3.1.1

315

Critical accounting cstimates and judgments
Provision against non-performing loans and advances

The management reviews the loan 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 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.

Impairment of investments

The management determines that 'available-for-sale' listed equity investments are impaired, when
there has been a significant or prolonged decline in market value/ fair value below its cost. Further
unquoted investments are impaired when the investee's breakup value per share falls below the per
share cost of investment. 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 loss is determined on the basis of
the Prudential Regulations of SBP. Management reviews other instruments for identification of
impanirment and for annual estimate of recoverable amount to asess the amount of impairment,

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 with the tax authorities,

Operating 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 unrecognized gains and losses. W



PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

4.1

4.2

4.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements, except for the changes as indicated below,

The SBP vide BPRD Circular No. 02 of 2018 dated January 25, 2018 has amended the format of
annual financial statements of banks. All banks/DFls are directed to prepare their annual financial
statements on the revised format effective from the accounting year ending December 31, 2018.
Accordingly, the Company has prepared these financial statements on the new format prescribed by
the State Bank of Pakistan.The adoption of new format has not resulted in siginifcant reclassification
of comparative information and accordingly a third statement of financial position as at the beginning
of the preceding period (i.e. December 31, 2016) has not been presented in accordance with the
requirements of International Accounting Standard 1 — Presentation of Financial Statements.

The adoption of revised format has resulted in changes as disclosed in note 40.2.

Functional and presentation currencies

These financial statements are presented in Pak Rupees which is the Company’s functional and
presentation currency.
Cash and cash equivalents

Cash and cash equivalents for the purpose of cash flow statement consist of cash and balance with
treasury banks and balance with other banks,

Lendings to / borrowings from financial institutions

The Company enters into transactions of reverse repos and repos at contracted rates for a specified
period of time. These are recorded as under:

Sale under repurchase agreement

Securities sold with a simultaneous commitment to repurchase at a specified future date (repos),
continue to be recognized in the statement 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 the sale and repurchase price, is amortized
as an expense over the term of the repo agreement.

Purchase under resale agreement

Securities purchased under agreement to resell (reverse repo) are included in lending to financial
institutions. The differential between the purchase price and the resale price is amortized over the
period of the agreement and recorded as income. W
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Securities held as collateral are not recognized in the financial statements, unless these are sold to
third parties, in which case the obligation to return them is recorded at fair value as a trading liability
undet borrowing from financial institutions,

Other borrowings

These are recorded at the fair value of consideration received. Mark-up on such borrowings is
charged to the profit and loss account on a time proportion basis,

Other lendings
These are stated net of related provisions. Mark-up on such lendings is recognized in the profit and

loss account on a time apportioned basis, except for the mark-up on impaired / delinquent lendings,
which is recognized on a receipt basis.

Investments
Investments of the Company are classified as held to maturity and available for sale.
Investment in associates

Interests in equity-accounted investees: The Company’s interests in equity-accounted investees
comprise of interests in associate and a joint venture, Associates are those entities in which the
Company has significant influence, but not control over the financial and operating policies. A joint
venture is an arrangement in which the Company has joint control, whereby the Company has rights

to the net assets of the arrangement, rather than rights to its assets and obligations for its liabilities.

Interests in associates and the joint venture arc accounted for using the equity method. They are
initially recognised at cost, which includes transaction costs, Subsequent to initial recognition, the
financial statements include the Company’s share of the profit or loss and other comprehensive
income of equity-accounted investee, until the date on which significant influence or joint control
ceases.

Held-To-Maturity

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

Available-For-Sale

These are investments that do not fall under the held-for-trading or held-to-maturity, and investment

in associate categories,lmﬂ
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Initial measurement

All regular way purchases and sales of investments are recognized on the trade date .i.c., the date that
the Bank commits to purchase or sell the investment. Regular way purchases or sales of investment
that require delivery of investments within the time frame generally established by regulation or
convention in the market place.

Investments are initially recognized at fair value which includes transaction costs.
Subsequent measurement

Held-To-Maturity

These are measured at orignal recorded amounts less any subesequent impairment loss.
Available-For-Sale

Quoted securities classified as available for sale investments are measured at fair value, Any surplus
or deficit arising thereon is kept in a separate account shown in the statement of financial position
below equity and is taken to profit and loss account when realized upon disposal or when the
investment is considered to be impaired.

Unquoted equity sccurities are valued at the lower of cost and break-up value The break-up value of
these securities is calculated with reference to the nct assets of the investee company as per the latest
available audited financial statements. A decline in the carrying value is charged to the profit and loss
account. A subsequent increase in the carrying value, up to the cost of the investment, is credited to
the profit and loss account. Investment in other unquoted securities are valued at cost less
impairment, if any.

Provision for diminution in the value of Term Finance Certificates and Sukuks are made as per the
ageing criteria prescribed by the Prudential Regulations issued by SBP. Provision for diminution in
the value of other securities are made for impairment, if any.

Advances

Advances are stated net of specific and general provisions. Specific provision is determined on the
basis of the Prudential Regulations and other directives issued by the State Bank of Pakistan (SBP)
and charged to the profit and loss account. Provisions are held against identified as well as
unidentified losses. Provisions against unidentified losses include general provision.

Leases where the Bank transfers substantially all the risks and rewards incidental to ownership of an
asset to the lessee are classified as finance leases. A receivable is recognized at an amount equal to
the present value of the lease payments including any guaranteed residual value. Finance lease
receivables are included in advances to the customers. W
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4.6

4,7

Operating fixed assets
Property and equipment

These are stated at cost less accumulated depreciation and impairment, if any, except for frechold
land, which is stated at cost,

Depreciation is calculated on the straight line method to write off the depreciable amount of each
asset, over its estimated useful life, after taking into account residual values, if any, 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, up to the month of disposal. The useful lives, residual values and

depreciation methods are reviewed and adjusted, if appropriate, at each reporting date,

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

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

Capital work-in-progress
Capital work-in-progress is stated at cost less accumulated impairment losses, if any. It consists of

expenditure incurred and advances made in respect of operating fixed assets and intangible assets in
the course of their acquisition, construction and installation.

Intangible assets

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

Impairment

Impairment of available for sale equities investments

Available for sale quoted equily investments are impaired when there has been a significant or

prolonged decline in their fair value below their cost. The determination of what is significant or
prolonged requires judgment. In making this judgment, the Company evaluates, among other factors,

the normal volatility in share pricc.W



PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

4.8

4.9

Impairment in non-financial assets (¢xcluding deferred tax)

The carrying amounts of non-financial assets are reviewed at each reporting date for impairment
whenever events or changes in circumstances indicate that the carrying amounts of these assets may
not be recoverable. If such indication exists, and where the carrying value exceeds the estimated
recoverable amount, assets are written down to their recoverable amount, The resulting impairment
loss is charged to the profit and loss account,

Taxation
Current

The 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, and any adjustments to any tax payable,
relating to prior years.

Deferred

The Company accounts for deferred taxation using the balance sheet liability method, providing for
temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes, and the amounts used for taxation purposes. The amount of deferred tax provided is based
on the expected manner of realization, or settlement, of the carrying amount of assets and liabilities.
Deferred tax assets and liabilities, are measured at the tax rates that are expected to apply to the
period when the asset is realized or the liability is settled, based on tax rates that have been enacted or
substantively enacted at the statement of financial position date.

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused
tax assets and any unused tax losses, to the extent that it is probable that taxable profits will be
available against which the deductible temporary differences, carry forward of unused tax assets and
unused tax losses can be utilized.

Deferred tax on surplus / (deficit) on revaluation of investments is charged / (credited) Lo the same
account.

Provisions
Provisions are recognized when the Company has a legal or constructive obligation as a result of past

events which makes it probable that an outflow of resources will be required to settle the obligation
and a reliable estimate of the amount can be made. W



PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

4.10

Revenue recognition

Advances and investments

Mark-up / return / interest income from loans, term finance certificates, bank deposits, government
securities and reverse-repo transactions, is recognized on time propotion method, except where

recovery is considered doubtful, in which case the income is recognized on a receipts basis.

Gain / (loss) on sale of securities, is recognized in the profit and loss account at the time of sale of
relevant securities,

Dividend income

Dividend income is recognized when the right to receive the dividend is established.

Fee, brokerage and commission income

Fee, commission and brokerage income is recognized as the services are rendered.
Rental income

Rental income is recognized over the period of the rent agreement.

Staff retirement benefits

Defined benefit plan

The Company operates an approved funded gratuity scheme for all its regular employees.

The amounts of post-employment benefits are usually dependent on one or more factors such as age,
years of service and salary,

The liability recognized in respect of the gratuity scheme is the present value of the defined benefit
obligation under the scheme at the balance sheet date.

The gratuity obligations are calculated annually by independent actuaries using the Projected Unit
Credit Method. The most recent valuation in this regard was carried out as at 31 December 2018, The
present value of the obligation is determined by discounting the estimated future cash outflows, using
interest rates of high qualily government securities that have terms to maturity approximating the
terms of the related obligation.

Re-measurements, comprising of actuarial gains and losses, the return on plan assets excluding
amounts included in net interest on the net defined benefit obligation and any changes in the effect of
the asset ceiling are recognized immediately in the balance sheet with a corresponding debit or credit
to retained earnings, through OCI, in the period in which they occur. Re-measuremenis are not
reclassified to profit or loss in subsequent periods.mw
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4.13

Past service costs are recognized in profit or loss at the earlier of:
- the date of the plan amendment or curtailment; and
- the date that the Company recognizes restructuring-related costs.

The Company recognizes the following changes in the defined benefit obligation under
‘administrative expenses’ in the profit and loss account:

- service costs comprising current service costs, past-service costs, gains and losses on curtailments
and non-routine settlements; and

- interest expense
Defined contribution plan
The Company also operates a recognized provident fund scheme for all its regular employees. 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. Contributions made by the Company are charged to the profit and
loss account.

Foreign currency translation

Foreign currency transactions are recorded at the rates prevailing on the date of the transactions.
Monetary assets and liabilities in foreign currencies are reported in Rupees, at the rates of exchange

prevailing on the reporting date, Exchange gains and losses are included in income currently,

Offsetting of financial assets and financial Habilities

Financial assets and financial liabilities are set off and the net amount is reported in the financial
statements when there is a legally enforceable right to set off and the Company intends to either settle

on a net basis, or to realize the assets and to settle the liabilities simu]taneously.Wﬂ
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4.15

4,16

4,17

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
the reported 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 the basis of making 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. Revisions to accounting estimates are recognized 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. Judgments 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 37.

Earnings per share

The Company presents basic and diluted earnings per share (EPS) for its shareholders. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of Ordinary shares outstanding during the year, Diluted EPS is determined
by adjusting the profit or loss attributable to Ordinary sharcholders, and the weighted average number
of Ordinary shares outstanding for the effects of all dilutive potential Ordinary shares, if any.

Dividend and appropriations to reserves

Dividend declared and appropriations, except for transfers to the statutory reserve, made subsequent
to the balance sheet date, are recognized as a liability and recorded as changes in reserves,
respectively, in the period in which these are approved by the directors / shareholders, as appropriate.
Segment information

A segment is a distinguishable component of the Company that is engaged either in providing
particular products or services (business segment), or in providing products or services within a

particular economic environment (geographical segment), and is subject to risks and rewards that are
different from those of other segments.

Business Segments
(a) Corporate Finance

Corporate finance includes services provided in connection with mergers and acquisitions, project
finance and the underwriting / arrangement of debt and equity instruments through syndications,
Initial Public Offerings and private placementsW
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6

6.1

6.2

(b) Trading and Sales

Trading and sales includes fixed income, equity, foreign exchange, credit, funding, own position
securities, lendings and borrowings and derivatives for hedging and market making,

(c) Others
Others includes functions which cannot be classified in any of the above segments.
Geographical Segments

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

Note 2018 2017

CASH AND BALANCES WITH TREASURY BANKS oo Rupees-memcomnaen
In hand

Local currency 30,880 11,721
With State Bank of Pakistan in

Local currency current account 5.1 61,128,823 25,442,262
With National Bank of Pakistan in

Local currency current account 1,426,370 1,075,861

62,586,073 26,529,844

This mainly represents the minimum cash reserve required to be maintained with SBP, in accordance with the
requirements of DMMD Circular No. 21, dated 5 October 2012.

2018 2017
BALANCES WITH OTHER BANKS e RUPEE§rmrmmmmmemrmnnn
In Pakistan :
In deposit account -~ Local Currency 6.1 56,444,160 1,014,069,478
In deposit account - Foreign Currency 6.2 1,496,765,155 1,154,875,206
1,553,209,315 2,168,944,684

These carry interest at rates ranging from 2.4% to 8% (2017: 2.4% to 4.13%) per annum. This also includes
Term Deposit Receipt amounting to NIL (2017; Rs. 1 billion carrying interest rate of 6.70%).

This represents a foreign currency term deposit of USD 10,799,171 (2017: USD 10,470,300) carrying mark-up
at a rate of 7.55% (2017: 3.20%) per annum, and will mature on 28 June 2019. W
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Investment in Pakistan Stock Exchange Limited

Pakistan Stock Exchange Limited (PSX) is an associate of the Company due to common directorship. The Company
acquired 40,073,830 ordinary shares of PSX on 06 March 2017 and one of the Company's directors was appointed on
the board of PSX on 10 March 2017, Investment of the Company in PSX is being accounted for under the cquity
method of accounting in accordance with International Accounting Standard 28, (IAS 28) ‘Accounting for Investments
in Associates'.

Pakistan Stock Exchange is engaged in conducting, regulating and controlling the trade or business of buying, selling
and dealing in shares, scripts, participation term certificates, mudarbah certificates, stocks, bonds, debentures stock,
government papers, loans and any other instruments and securities of like nature including but not limited to, special
national fund bonds, bearer national fund bonds, foreign cxchange bearer certificates and documents of similar nature,
issued by the Government of Pakistan or any other agency authorized by the Government of Pakistan.

The reconciliation of carrying amount is as follows:

2018 2017
Rupees
Purchase of ordinary shares 1,122,067,240 1,122,067.240
Opening balance 1,119,551,591 -
Share of profit for the year 7,189,341 10,092,750
Dividend from associate (2,003,692) (12,022,149)
5,185,649 (1,929,399)

Share of other comprehensive income / (loss) (2,050,250) (586,250)
Impairment (153,076,473) -
Closing balance 969,610,517 1,119,551,591
Sharce of other comprehensive income
Unrealized deficit on available for sale securitics - net of tax 7,550 (14,900)
Actuarial loss of employee gratuity fund of associate - net of tax (2,057,800) (571,350)

(2,050,250} (586.250)

The following table summarizes the financial information of PSX as included in its financial statements for the un-
audited condensed financial information for the period ended 31 December 2018, adjusted for difference in accounting

policies in respect of revaluation of fixed assets, The financial year-end of PSX is 30 June.

2018 2017
Rupees
Percentage of ownership (%) 5% 5%
Total assets 9,849,894,000 9,507,986,020
Total liabilities 1,817,804,000 1,538,604,000
Net assets 8,032,090,000 7,969,382,020
Company's share of net asscts (3%) 401,604,500 398,469,101
Excess of cost over net asscts at the date of investment 721,082,490 721,082,490
Impairment loss (153,076,473) -
Carrying amount of interest in associates 969,610,517 1,119,551,591
Net income 410,346,000 753,650,000
Profit after tax (100%) 143,786,820 201,855,000
Company's share of net profit for the year (5%) 7,189,341 10.092.750
Other Comprehensive Income (OCI):
- Profit/(loss) on re-measurement of defined benefit liability (41,156,000) (11,427,000)
- change in surplus on revaluation of available-for-sale 151,000 (298,000)
investments
Total OCI (100%) (41,005,000) (11,725,000)
Company's share of OCI (5%) (2,050,250)

(586,250) W
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The market value of PSX as at 31 December 2018 was Rs. 13.57 per share, which is below the purchase price of Rs.
28 per share. The management believes that the decline in market value as at the reporting date is significant. The
management has conducted an impairment assessment of its equity investment as at December 31, 2018. The
recoverable amount for equity investment in PSX is based on value-in-use calculations which require the use of
assumptions.

The following table scts out the key assumptions which were used for the determination of value-in-use of equity

investment;

2018
Terminal value growth rate (%) 3%
Discount ratc (%) 15.18%
Budgeted EBITDA growth rate (average of next five years) >30%

The discount ratc was pre-tax measure based on the rate of 12.83%, adjusted for a risk premium to refiect both the
increased risk of investing in cquitics generally and the sysimatic risk of the specified investment.

Five years of cash flows were included in the discounted cash flow model.

Budgeted EBITDA was based on expectations of future outcomes taking into account past experience, adjusted for
anticipated revenue growth. Revenue growth was projected taking into account future expectations,

Following the impairment loss recognised, the recoverable amount was equal to the carrying amount. Therefore, any
adverse movement in a key assumption would lead to further imapairment.

7.5 Investmentin Central Depository Company of Pakistan Limited (CDC)

Central Depository Company of Pakistan Limited (CDC) is an associatc of the Company due to common directorship.
During 2016, the Company acquired 3,250,000 ordinary shares of CDC from Citi Overseas Investment Corporation at
Rs. 76.92 per share. Subsequently, the Company also received 4,249,781 as bonus shares, Due lo appointment of the
Company's nominee director on the board of the CDC  the investment has been accounted for under the equity method
of accounting with International Accounting Standard 28, (1AS 28) "Accounting for Investments in Associates”.

CDC is recognized as the infrastructure backbone of the Pakistan's capital market and it is the sole securities
depository in the country. In the past two decades, CDC has also evolved as one of the leading and most prestigious
infrastructure institutions in Pakistan with a focus on the capital market. CDC is principally engaged in to act as a
depository of sccuritics, open sceuritics accounts and act as a registrar to issues of securities.

The reconciliation of carrying amount is as follows:

2018 2017
Rupees
Carrying valuc as at 1 January 277,318,603 178,195,000
Reversal on reclassification of CDC to equity-accounted associate - 71,805,000
277,318,603 250,000,000
Opening balance/ Transfer from available-for-sale investment 277,318,603 250,000,000
Share of profit for the year 29,292,787 36,538,934
Dividend from associate (7,956,750) (9,150,000)
21,336,037 27,388,934

Share of other comprehensive income:
Unrcalized deficit on assets - net of tax (1,462,524) (70,331)

Closing balance 297,192,116 277,318,603 ",ﬁW
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The following table summarizes the financial information of CDC included in its financial statements for the year

ended 31 December 2018, The financial year-cnd of CDC is 30 June.

Percentage of ownership (%)

Total assets

Total liabilities

Net assets

Company's share of net assets (5%)

Excess of cost over net asscts at the date of investment

Carrying amount of interest in associates
Net income

Profit after tax (100%)

Company's share of net profit (5%)
Other Comprehensive Income (OCI):

- changg in surplus on revaluation of available-for-sale

investments

- Profit/(loss) on re-measurement of defined benefit liability

Total OCI (100%)
Company's share of OCI (5%)

Quality of Available for Sale Securities (At cost)
Details regarding Available for sales securities are as follows:

Federal Government Securities - Government guaranteed

- Market Treasury Bills
- Ijarah Sukuks

Shares
- Chemical (Listed Company)

Non Government Debt Securities

Categorised based on long term rating by Credit Rating Agency

Listed
- AA+, AA, AA-
Unlisted

- AAA

- AA+, AA, AA-
- At AL A-

- CCC and below
- Unrated

Equity Securities

Pakistan Stock Exchange - Listed
Central Depository Company - Unlisted

2018 2017
---------------- Rupees---wmemeumannnn
5% 5%
4,379,028,898 3,914,276,898
809,769,491 742,193,925
3,569,259,407 3,172,082,973
178,462,970 158,604,149
118,729,146 118,714,454
297,192,116 277,318,603
928,085,489 2,045,440,850
585,855,744 730,778,693
29,292,787 36,538,935
293,850 (1,406,627)
(29,544,320) -
(29,250,470) (1,406,627)
(1,462,524) (107,607)
2018 2017
----------- 3 LU JTLL E—
4,935,287,000 10,978,856,700
937,500,000 650,000,000
5,872,787,000 11,628,856,700
54,786,014 57,625,911
261,165,000 -
500,000,000 200,132,248
1,374,785,000 174,895,000
388,455,604 262,089,492
369,434,062 369,434,062
159,717,316 127,285,331
2,792,392,042 1,133,836,133
969,610,517 1,119,551,591
297,192,116 277,318,603
1,266,802,633 1,396,870,194

tify
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PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2018
Note Computer Software
10 INTANGIBLE ASSETS Rupees
At January 1,2018
Cost 5,580,292
Accumulated amortisation (5,241,188)
Net book value 339,104
Year ended December 2018 239,762
Opening net book value January 1, 2018 339,104
Additions- Cost (Directly Purchased) 132,415
Disposals- Cost -
Amortisation charge 23 (231,757)
Closing net book value 239,762
At December 31, 2018
Cost ‘ 5,712,707
Accumulated amortisation (5,472,945)
Net book value 239,762
Rate of amortisation (percentage) 33%
Uscful life (Years) 3
2017
Computer Software
Rupees
At January 1, 2017
Cost 5,580,292
Accumulated amortisation and impairment (4,939.,244)
Net book value 641,048
Year ended December 2017 339,104
Opening net book value January 1, 2017 641,048
Additions- Cost -
Disposals- Cost -
Amortisation charge 23 (301,944)
Closing net book value 339,104
At December 31, 2017
Cost : 5,580,292
Accumulated amortisation and impairment (5,241,188)
Nct book value 339,104
Rate of amortisation (percentage) 33%

Uscful life (Ycars) 3 )q, Z

10,1 Cost of fully amortized intangibles assets still in use amounts to Rs. 4.6 million (2017:Rs. 4.2 million)
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PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Note 2018 2017
12 OTHER ASSETS ~mmemmem—-RUP ELS oo e
Income / mark-up accrued in local currency 217,170,834 150,790,603
Income / mark-up accrued in foreign currency 313,905 513,277
Advances, deposits, advance rent and other prepayments 43,361,810 14,512,812
Receivable against Consultancy Services 4,172,474 7,672,741
Advance against shares 11,000,000 -
Advance taxation (payments less provisions) 48,105,802 23,463,634
Receivable from Provident fund 1,349,047 -
Others 95,761 1,437,580
325,569,633 198,390,647
13 BORROWINGS
Secured
Borrowings from State Bank of Pakistan
Financing facility for storage of agricultural produce - 8,221,059
Renewable Enenrgy Power Projects 13.1 123,475,281 150,317,731
123,475,281 158,538,790
Repurchase agreement borrowings 13.2 2,813,207,540 5,248,321,120
Other borrowings 13.3 200,000,000 -
Total secured 3,136,682,821 5,406,859,910
Unsccured
Call money borrowing from financial institutions 134 1,044,000,000 4,170,000,000
Total unsecured 1,044,000,000 4,170,000,000
4,180,682,821 9,576,859.910

13.1  This represents a SBP Refinance Facility under Finance Scheme for Renewable Energy Power Projects (REPP) for
developing and encouraging the private sector participation in small renewable energy power projects. The loan
availed under the said scheme shall be payable in a maximum of 10 years with an inclusive grace period of maximum
of 2 years at a concessional SBP service rate of 2.00%.

13.2  These are secured against pledge of Government sccurities having maturity upto 2 days (2017: 4-7 days). These carry
markup at the rate of 10,10% to 10.15% (2017: 5.90% to 6.00%). per annum.

13.3  This represents first draw down from Term Loan Facility of Rs. 2 billion from a commercial bank payable in
maximum of 4 years with an inclusive grace period of maximum of 2 years. Markup payable is on quarterly basis at
the rate of 3MK + 0.15% p.a. The bank has first pari passu charge over all present and future loans, advances
(including leases), investments and book debts/ receivables of the Company for amount of Rs. 2,667 million inclusive
of 25% margin. :

13.4  These carry markup at the rate of 10.10% (2017: 5.90%) per annum having maturity upto 2 days (2017: 4 to 7 days).

2018 2017

9,576,859,910 W

13,5 Particulars of borrowings with respect to Currencics

In local currency 4,180,682,821




PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

14

15.3

16

17

17.1

2018 2017
OTHER LIABILITIES Note Rupees
Mark-up / return / interest payable in local currency 164,566,067 136,514,970
Accrued expenses 31,847,425 26,284,810
Retention money payable 7,627 7,128
Withholding tax / sales tax payable 987,089 1,776,219
Payable to defined benefit plan 20,834,393 9,655,007
Payable to Employees Old Age Benefit Institution 29,640 -
Others 1,978,917 1,297,855
220,251,158 175,535,989
SHARE CAPITAL
Authorized Capital
2018 2017 2018 2017
Number of shares e RUPRE§ === mmmmm
1,214,000,000 1,214,000,000 Ordinary shares of Rs. 10 cach 4 144 900,000 12,140,000,000
Issued, subscribed and paid up capital
2018 2017 2018 2017
Number of shares e Rupees--mmennn
Ordinary shares of Rs. 10
911,640,000 911,640,000 each, issued for cash 9,116,400,000 9,116,400,000

The Ministry of Finance, Government of Pakistan, and the China Development Bank on behalf of the Government of
China, ¢ach hold 435,820,000 (2017: 455,820,000) ordinary shares of the Company, respectively.

Note 2018 2017
SURPLUS ON REVALUATION OF ASSETS =mmemeeee Rupees--nmmammm-
Surplus on revaluation of
Available for sale securities 7.1 97,700,351 354,083
Deferred tax on surplus on revaluation of:
Available for sale securities (14,530,807) (23.112)
Company's share of equity-accounted investees' OCI:
Change in fair value of available-for-sale financial assets -
net of tax (128,398) (85.231)
83,041,146 245,740
CONTINGENCIES AND COMMITMENTS
Gaurantees 171 816,765,400 645,000,000
Commitments 17.2 2,872,062,860 6,322,591,859
3,688,828,260 6,967,591,859

Gaurantees

Financial gaurantces 816,765,400 645,000,000 W
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Note 2018 2017
17.2  Commitments Rupees
Documentary credits and short term trade related transactions
Letter of credit 14,563,142 122,958,539
Commitments in respect of:
Government Securities transactions - Purchase 2,814,011,200 5,250,320,320
Qthers 17.1.1 41,988,518 947,813,000
Commitment for acquisition of intangible assets 1,500,000 1,500,000
2,872,062,860 6,322,591,859

17.1.1 Commitments to extend credits

The company makes commitments to extend credit in the normal course of its business, but these being revocable
comitments, normally do not altract any significant penalty or expense if the facility is unilaterlly withdrwan, As at
balance sheet date, however, the Company's outstanding irrcvocable commitments amounts to Rs. 41.989 million

19

20

21

21.1

(2017: Rs. 947.813 million)

For tax related contingencies, please refer note 26.2 of these financial statements.

MARK-UP/RETURN/INTEREST EARNED

On loans and advances

On Investments

On Lendings to financial institutions

On deposits with banks

On Securities purchased under resale agreement

MARK-UP/RETURN/INTEREST EXPENSED

Deposits
Borrowings
Sccuritics sold under repurchase agreements

FEE & COMMISSION INCOME

Commission on loan and advances
Commission on letter of credits
Commission on guarantees
Investment Banking fecs

GAIN ON SECURITIES

Realised

Realiscd gain on:
Federal Government Securities
Shares
Non Government Debt Securities

21.1

576,981,352

703,838,074

386,547,815 877,728,298
21,370 -

62,029,412 117,344,751
92,077,115 50,882,067
1,244,513,786 1,622,936,468
- 1,356,164
71,360,555 528,539,469
90,799,561 139,261,626
162,160,116 669,157,259
17,186,903 47,050,756
11,691,586 12,122,419
495,000 1,888,875
14,879,634 117,180,628
44,253,123 178,242,678
48,718,060 29,579,687
185,445 26,030,640
48,531,761 3,020,053
854 528,994
48,718,060 29,579,687
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23

OTHER INCOME

Rent on property

Gain/(Loss) on sale of fixed asscls-net

Others

OPERATING EXPENSES

Total Compensation expenses

Property expense

Rent and taxes
Insurance
Utilitics cost
Security

Repair and maintenance

Depreciation

Information technology expenses

Software mainlenance

Amortisation
Network charges

Other opcrating expenses

Directors' fees and allowances
Legal and professional charges
Qutsourced services costs
Travelling and conveyance

Insurance

Repair and maintenance

Depreciation

Training and development

Utilities
Communication

Stationery and printing
Marketing, advertisement and publicity
Auditors remuneration

Bank Charges
Entertainment
Miscellenoues

Note

23.1

23.2

23.3

2018 2017
Rupecs
10,965,544 10,153,282
1,230,719 (122,528)
131,868 51,363
12,328,131 10,082,117
261,675,097 222,112,879
32,235,790 31,151,315
88,120 65,948
4,648,496 4,350,659
3,074,372 2,978,104
3,413,380 1,098,413
1,688,382 1,602,894
45,148,540 41,247,333
982,417 2,405,306
231,757 301,944
540,000 540,000
1,754,174 3,247,250
2,688,411 1,050,123
8,926,195 56,061,916
6,620,913 5,745,284
27,868,507 19,375,719
2,329,743 2,134,446
1,277,632 717,531
8,703,684 8,157,515
2,565,450 2,065,987
694,380 491,896
2,922,638 3,589,017
2,353,371 2,763,805
2,205,964 1,572,181
1,665,000 1,548,400
309,412 230,009
3,576,733 1,878,591
3,088,490 4,156,585
77,796,523 111,539,005
386,374,334 378,146,467
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23.1  Total Compensation expenses

Managerial Remuration
1) Fixed
i) Variable
-Cash Bonus

Charge for defined benefit plan
Contribution to defined contribution plan
EOBI

Medical

Leave fair assistance

Leave encashment

Allowances

Others

Note

23.1.1

2018 2017
---------- Rupees-e—venev

181,313,150 157,038,652
19,610,587 13,832,913
200,923,737 170,871,565
12,306,829 10,339,900
8,619,142 7,247,061
289,900 263,900
8,775,934 5,857,024
12,437,020 9,083,072
1,853,477 2,133,408
15,908,976 15,631,976
560,082 684,973
261,675,097 222,112,879

23.1.1 This mainly includes overseas and vehiclc allowance of Rs, 5.9 million (2017: 7.7 million) and Rs. 9.2 million (2017

7.3 mitlion) respectively,

23.2  Total cost for the year included in Other Operating Expenses relating to outsourced activities is Rs 6.6 million (2017:
Rs 5.7 million). All of it pertains to payment to companies incorporated in Pakistan. Thes include the payments
made to Professional Employers against the salary expenses for the support staft other than Janitorial staff.

23.3  Auditors' remuneration

Annual audit fee

Haif year review

Tree for other statutory certifications
internal Control over Financial Reporting
Out-of-pocket expenses

24 OTHER CHARGES

Penalties imposed by State Bank of Pakistan

»
w

PROVISIONS and WRITE OFFS - NET

Provisions for diminution in value of investments
Provisions against loans & advances
Impairment loss

26 TAXATION

For the Year
Current
Deferred

For the prior year
Current

7.3.1
8.3.1

26.1

2018 2017
---------- Rupees----------
660,000 600,000
200,000 200,000
110,000 100,000
550,000 500,000
145,000 148,400
1,665,000 1,548,400
120,000 -
- (71,805,000)
69,660,800 (32,062,293)
155,916,370 33,118,151
225,577,170 (70,749,142)
204,940,698 183,405,985
55,966,169 33,145,371
32,030,902 82,656,601
292,937,769 299,207,957




26,1

26.2

26.2.1

26.2.2

26.2.3

26.2.4

26.2.5

2018 2017

Relationship between current tax expense and accounting profit  ~emeeeeeee Rupees----mvums
Accounting Profit before taxation 911,757,912 969,802,860
Applicable tax rate 29% 30%
Tax on accounting protit at applicable rate 264,409,794 290,940,858
Rate change impact 5,122,414 4,526,709
Impact of permanent difference (23,837,102) (78,916,211)
Super tax 15,211,761 -
Prior year current tax charge 32,030,902 82,656,601
292,937,769 299,207,957

Tax status

For the Tax Year 2011, a tax demand of Rs. 109.219 million was raised by Assistant Commissioner Inland Revenue
(the "ACIR") by disallowing provision for bad debts, provision against non-performing loan and advances, credit for
an installment of advance tax and Worker's Welfare Fund. Subscquently, the assessment was rectified. The Company
had paid Rs. 15.109 million under protest and preferred an appeal before CIR(A). The CIR (A) decided the appeal in
the favor of the Company and the tax deposited under protest returned to refund. The instant refund was adjusted
against tax demand for tax year 2014. However, the departmient has filed an appeal before ATIR against appellate
order of CIR(A). The hearing of this appeal is yet to be fixed by ATIR.

For the Tax Year 2013, a tax demand of Rs. 95.01 million was raised by the Taxation Officer by disallowing
provision for non performing loans, profit on debt, other provisions and charging Workers Welfare Fund. The CIR
(A) upheld the orders of the assessing officer, The Company filed appeal before ATIR against the order of CIR (A)
and ATIR upheld the contentions of the appellate orders of the CIR {A). Returned refund of Rs. 15 million pertaining
1o tax year 2012 was adjusted against the instant demand and PCICL paid balance amount of Rs. 49 million under
protest. The Company filed writ petition before High Court, which is yet to be fixed for hearing.

For the Tax Year 2014 and 2015, assessment was amended by the ACIR in terms of Section 122 of the Ordinance,
creating an aggregate tax demand amounting PKR 128 million on Provisions, Apportionment, super tax and default
surcharge. PCICL. submitied appeal before the CIR(A) on the amended assessment order which has been disposed of
in favor of tax department. The PCICL filed appeal before ATIR and obtained stay against recovery afler payment of
30% demand amounting to Rs. 38.45 million. After expiry of stay from ATIR, PCICL filed writ petition for interim
relief before High court. The High Court has granted the stay recovery for outstanding demand and also restrained
the tax department to take extreme measures. However, the main appeal is pending for fixation by ATIR.

For the Tax Year 2016, a tax demand of Rs, 82.54 million has been raised by the Taxation Officer mainly by
disallowing provision against non-performing loans, suspended markup, disallowance of expenses attributable to
capital gain, contending short payment of super tax and claim of tax credit. The CIR(A) has disposed of the appeal
and major portion of the demand has been confirmed while disallowance of the tax credits is remanded back.
Therefore, an appeal effect order from the assessing officer is awaited.

On the basis of opinion of its tax advisor and appellate history, the Company's management is conflident of a
favorable resolution of these matters and hence no provision has been made in these financial statements. W
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28

29

BASIC and DILUTED EARNINGS/ (LOSS) PER SHARE
Profit for the year - Rupees

Weighted average number of ordinary shares - Numbers

Basic earnings per share - Re

CASH AND CASH EQUIVALENTS

Cash and balance with treasury banks
Balance with other banks

STAFF STRENGTH

Permanent
The Company's own staf strength at the end of the year
Qutsourced

Total staff strength

2018 2017
618,820,143 670,594,903
911,640,000 911,640,000

0.68 0.74
62,586,073 26,529,844
1,553,209,315 2,168,944,684
1,615,795,388 2,195,474,528

2018 2017

--------- Number-w-mw=—
45 43
45 43
10 10
55 53
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30
30.1

30.2

30,3

30.4

DEFINED BENEFIT PLAN

General description

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

accordance with actuarial valuation. The latest actuarial valuation was carricd out as at 31 December 2018,

The benefits under the gratuity scheme are payable on retirement, al the age of 60 ycars, or on carlier cessation of
service, in lump sum. The benefit is equal to one month’s last drawn gross salary for each year of eligible service or part

thereof, subject to a minimum of one year of service.

Number of Employees under the scheme

The number of employees covered under the defined benefit scheme are 45 (2017: 43).

Principal actuarial assumptions

Discount rate

Expected rate of return on plan assets
Expected rate of Salary increase

Average remaining working lives of employees

Normal retirement age

Note
Reconciliation of amount payable to defined benefit plan
Present value of defined benefit obligation 30.5
Fair value of plan assets 30,7

Movement in the present valuelofthe defined bencefit obligation

Opening balance

Current service cost

Interest cost

Benefils paid

Changes in financial assumptions
Remeasurement gain

Closing balance

2018 2017
9.50% 9.50%
13.25% 9.50%
13.25% 9.50%

5.6 years 5.3 years
60 years 60 years
2018 2017
Rupees
61,243,789 47,806,901
(40,409,396) (38,151,894)
20,834,393 9,655,007
47,806,901 35,722,683
11,830,237 9,928,469
4,101,022 3,162,940
(9,276,487) (4,857,160)
483,206 -

6,298,910 3,849,969

61,243,789

47,806,901 W
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30.6

30.7

30.8

30.9

30.10

30,11

2018 2017
Movement in payable to defined benefit plan Rupees
Opening balance 9,655,007 8,205,696
Charge for the year 12,306,829 10,339,900
Remeasurements loss chargeable to the other comprehensive
income 8,149,044 3,776,266
Benefits paid (9,276,487) (4,857,160)
Company's contributions for the year - (7,809,695)
20,834,393 9,655,007
Movement in the fair value of plan assets
Opening balance 38,151,894 27,516,987
Contributions 9,276,487 12,666,855
Interest income on plan assets 3,624,430 2,751,509
Benefits paid (9,276,487) (4,857,160)
Return on plan assets excluding interest income (1,366,928) 73,703
Closing balance 40,409,396 38,151,894
Actual return on plan assets 2,257,502 2,825,212
The amounts recognized in profit and loss are as follows:
Current service cost 11,830,237 9,928,469
Interest cost 4,101,022 3,162,940
Intercst income on plan assets (3,624,430) (2,751,509)
12,306,829 10,339,900
The amounts recognized in the other comprehensive income are as follows:
Remeasurement (loss) / gain:
Actuarial (loss) - experience adjustment (6,298,910) (3,849,969)
Actuarial (Joss) - Changes in financial assumptions (483,206) -
Return on plan assets, excluding interest income (1,366,928) 73,703
(8,149,044) (3,776,266)
2018 2017
Components of plan assets B (S
National Savings Certificates 99.84 99.92 40,344,504 38,122,441
Bank balances 0.16 0.08 64,892 29,453
100.00 100.00 40,409,396 38,151,894
Year end sensitivity analysis (+/- 100 bps) on the
defined benefit obligation
Current liability 61,243,789 47,806,901
Discount rate +100 bps 56,042,596 (43,518,844)
Discount ratc -100 bps 67,248,896 52,787,784
Average salary increase +100 bps 67,326,744 52,849,598
Average salary increase -100 bps 55,877,709

43,382,497 a; Z
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30.12  Based on actuarial advice, the management estimates that P&L charge for the next year would be Rs. 17.29 million.

30.13  Expected contributions to be paid to the funds in the next year would be Rs. 20.8 million.

2018 2017
30.13 Maturity profile —--Rupees

Particulars Undiscounted payments
Year 1 5,652,961 4,369,102
Year 2 6,147,346 4,803,923
Year 3 ) 10,577,850 5,003,442
Year 4 6,791,292 8,553,003
Year 5 7,248,426 5,178,213
Year 6 to Year 10 81,748,498 32,319,978
Year |} and above 1,394,036,568 674,056,251

At 31 December 2018, the weighted-average duration of the defined benefit obligation was 10 years (2017: 10 years).

30.14 Risk associated with defined benefit plan
The defined benefit plan exposes the Company to the following risks:
Investment

The risk arises when the actual performance of the investments is lower than expectation, which may result in shortfall
in funds needed to meet the related liabilities.

Mortality

The risk that the actual mortality expericnce is different than the assumed mortality. This effect is more pronounced in
schemes where the age and service distribution is on the higher side.

Salary
The risk that the final salary at the lime of cessation of service is greater than what we assumed. Since the benefit is
calculated on the final salary (which will closcly reflect inflation and other macroeconomic factors), the benefit amount
increases as salary increases.
Withdrawal
The risk of actual withdrawals experience is different from assumed withdrawal probability. The significance of the
withdrawal risk varies with the age, service and the entitled benefits of the beneficiary.

31 DEFINED CONTRIBUTION PLAN

The Company also operates a recognized contributory provident fund scheme for all its regular employees, where
contributions are made by the Company and employces at 10% per annum (2017: 10% per annum) of the employees’
basic salary. During the year the company contributed Rs. 8.619 million (2017: Rs. 7.247 million) in respect of this
fund.

31.1  Funding Policy

Contributions made to the provident fund, during the year, are as follows:

2018 2017
Rupees
Contribution from the Company 8,619,142 7.247,061
Contribution from the employees 8,619,142 7,247,061

17,238,284 14,494,122 ‘ ;
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33.3

FAIR YALUE MEASUREMENTS

The fair valuc of quoted sccuritics other than those classified as held to maturity, is based on quoted market price. Quoted securitics classified as held
1o maturity arc carried at cost. The fair value of unquoted equity securities, other than investments in associates and subsidiaries, is determined on the
basis of the break-up value of these investments as per their latest available audited financial slatements.

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilities, fixed term deposits, cash & bank balances and borrowings
can not be caleulated with sufficient reliability due to the absence of current and active market for these assets and liabilities and reliable data
regarding market rates for similar instruments.

Fair value of financial assets

‘The Company measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in making the
measurements:

Leve! | Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 Fair value measurements using inputs other than quoted prices included within Level | that are observable for the assets or liability, either
directly (i.c. as prices) or indirectly (i.e. derived {rom prices).

Level 3 Fair value measurements using input for the asset or liability that are not based on observable market data (i.c. unobscrvable inputs).

“The table below analyses financial instruments measured at the end of the reporting period by the level in the fair value hicrarchy into which the fair
value measurement is categorised:

2018
Carrying value Level 1 Level 2 Level 3. Total
On balance sheet financial instraments Rupees
Financial assets - measured at fair value
Investments
Federal Government Securities 5,948,590,375 - 5,948,590,375 - 5,048,590,375
Shares 55,614,312 55,614,312 - - 55,614,312
Non-Government Debt Securities 1,157,018,678 261,165,000 895,853,678 - 1,157,018,678
7,161,223,365 316,779,312 6,844,444,053 - 7,161,223,365
Financial assets - disclosed but not measured at fair value
Investments 1,917,607,042 - - - -~
9,078,830,407 316,779,312 6,844,444,053 - 7,161,223,365
2017
Carrying value Level | Level 2 Level 3 Total
On balance sheet financial instruments Rupees
Financial assets - measured at fair value
Investments
Federal Government Sceurities 11,628,834,750 - 11,628,834,750 - 11,628,834,750
Shares 57,625,911 57,625911 - - 57,625,911
Non-Government Debt Sceurities 637,492,773 637,492,773 - 637,492,773
12,323,953,434 57,625911 12,266,327,523 - 12,323,953,434
Financial assets - disclosed but not measured at fair value
Investments 496,719,393 - - - -
12,820,672,827 57,625911 12,266,327,523 - 12,323,953,434

Fair value is the amount for which an asset could be exchanged or a liabilty settled between knowledgeable willing parties in an arms length
transaction, Fair value of the financial instrument is based on:

Federal Government Securitics PKRYV rates (Reuters page)
Listed Securities Market Prices
Non-Government Debt Securilies MUFAP W
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34.1

SEGMENT INFORMATION

Segment Details with respect to Business Activities

Profit & Loss

Net mark-up/return/profit
Inter segment revenue - net
Non mark-up income
Total Income

Segment direct expenses
Provisions

Profit before tax

2018

Co.r porate Trading & Sales Others Total

Finance

Rupees

860,535,963 219,901,020 1,916,687 1,082,353,670
130,142,472 299,135,731 12,197,543 441,475,746
990,678,435 519,036,751 14,114,230 1,523,829,416
(115,911,288) (15,080,606) (255,502,440) (386,494,334)
(225,577,170) - - (225,577,170)
649,189,977 503,956,145 (241,388,210) 911,757,912

As at 31 Decemebr 2018 management has conducted an impairment analysis for equity invesment in PSX and
recognised an impairment loss of Rs 120,000,000 (2017: nil). The impairment loss is charged to Corporate finance

segment.

Balance Sheet

Cash & Bank balances
Investments
Advances
Performing
Non-performing
Others
Total Assets

Borrowings

Others

Total liabilities

Equity

Total Equity & liabilities

Contingencies & Commitments

Profit & Loss

Net mark-up/return/profit
Non mark-up income
Total Income

Segment direct expenses
Provisions

Profit before tax

Corporate

. Trading & Sales Others Total
Finance
Rupees
1,623,814 1,614,140,694 30,880 1,615,795,388
5,041,077,978 4,935,121,000 - 9.976,198.978
6,749,327,835 - 55,696,372 6,805,024,207
815,163,564 - - 815,163,564
237,319,207 315,890 312,417,025 550,052,122
12,844,512,398 6,549,577,584 368,144,277 19,762,234,259
323,475,281 3,857,207,540 - 4,180,682,821
163,497,009 1,069,058 55,685,091 220,251,158
486,972.290 3,858.,276.598 55,685,091 4,400,933,979
- - 15,361,300,280 15,361,300,280
486,972,290 3,858,276,598 15,416,985,371 19,762,234,259
3,688,828,260 - - 3,688,828,260
2017
Co‘rporﬂte Trading & Sales Others Total
Finance
Rupees
676,686,605 275,652,296 1,440,308 953,779,209
227,894,415 85,449,674 10,076,887 323,420,976
904,581,020 361,101,970 11,517,195 1,277,200,185
(128,0006.727) (14,221,244) (235,918,496) (378,146,467)
70,749,142 - - 70,749,142
847,323,435 346,880,726 (224,401,301)

969,802,860 W



PAK CHINA INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

34.2

Balance Sheet

Cash & Bank balances
Investments
Advances
Performing
Non-Performing
Others
Total Assets

Borrowings

Others

Total liabilities

Equity

Total Equity & liabilities

Contingencies & Commitments

Segment details with respect to geographical locations

Corporate

. Trading & Sales Others Total
Finance
Rupees

6,861,593 2,188,601,214 11,721 2,195,474,528
2,219,274,209 11,628,834,750 - 13,848,108,959
7,549,736,616 - 37,091,419 7,586,828,035
313,163,564 - - 313,163,564
153,853,300 1,080,400 322,457,373 477,391,073
10,242,889,282 13,818,516,364 359,560,513 24,420,966,159
158,538,790 9,418,321,120 - 9,576,859,910
131,933,587 4,581,383 39,021,019 175,535,989
290,472,377 9,422,902,503 39,021,019 9,752,395,899
- - 14,668,570,260 14,668,570,260
290,472,377 9,422,902,503 14,707,591,279 24,420,966,159
6,967,591,859 - - 6,967,591,859

GEOGRAPHICAL SEGMENT ANALYSIS

Profit & Loss

Net mark-up/return/profit

Non mark-up / return / interest income

Total Income
Total expenses
Provisions
Profit before tax

Balance Sheet

Cash & Bank balances
Investments
Advances
Performing
Non-performing
Others
Total Assets

Borrowings

Others

Total liabilities

Equity

Total Equity & liabilities

Contingencies & Commitments

2018
In Pakistan Out Side Pakistan Total
------------------ Rupees-mmeamememnenan
1,082,353,670 - 1,082,353,670
441,475,746 - 441,475,746
1,523,829.416 - 1,523,829,416
(386,494,334) - (386,494,334)
(225,577,170) - (225,577,170)
911,757,912 - 911,757,912
In Pakistan Qut Side Pakistan Total
e RUP @G-
1,615,795,388 - 1,615,795.388
9,976,198,978 - 9,976,198,978
6,805,024,207 - 6,805,024,207
815,163,564 - 815,163,564
550,052,122 - 550,052,122
19,762,234,259 - 19,762,234,259
4,180,682.821 - 4,180,682,821
220,251,158 - 220,251,158
4,400,933,979 - 4,400,933,979
15,361,300,280 - 15,361,300,280
19,762,234,259 - 19,762,234,259
3,688,828,260 - 3,688,828,260
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Profit & Loss

Net mark-up/return/profit

Non mark-up / return / interest income
Total Income

Segment direct expenses

Provisions

Profit before tax

Balance Sheet

Cash & Bank balances
Investments
Advances
Performing
Non-performing
Others
Total Assets

Borrowings

Deposits & other accounts
Net inter segment borrowing
Others

Total liabilities

Equity

Total Equity & liabilities

Contingencies & Commitments

TRUST ACTIVITIES

The Company is not engaged in any trust activity,

2017
| In Pakistan Outside Pakistan Total |
Rupees

953,779,209 - 953,779,209
323,420,976 - 323,420,976
1,277,200,185 - 1,277,200,185
(378,146,467) - (378,146,467)
70,749,142 - 70,749,142
969,802,860 - 969,802,860

[ In Pakistan Qutside Pakistan Total |

Rupees

2,195,474,528 - 2,195,474,528
13,848,108,959 - 13,848,108,959
7,586,828,035 - 7,586,828,035
313,103,564 - 313,163,564
477,391,073 - 477,391,073
24,420,966,159 - 24,420,966,159
9,576,859,910 - 9,576,859,910
175,535,989 - 175,535,989
9,752,395,899 - 9,752,395,899
14,668,570,260 - 14,668,570,260
24,420,966,159 - 24,420,966,159
6,967,591,859 - 6,967,591,859

2
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37.3

CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY

REQUIREMENTS

Minimum Capital Requirement (MCR):
Paid-up capital (net of losses)

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET I} Capital
Eligible Tier 2 Capital
Total Eligible Capital (Tier | + Tier 2)

Risk Weighted Assets (RWAs):

Credit Risk

Market Risk

Operational Risk

Total

Common Equity Tier 1 Capital Adequacy ratio
Tier 1 Capital Adequacy Ratio

Total Capital Adequacy Ratio

2018 2017
--------- Rupees---=--
9,116,400,000 9,116,400,000
13,546,919,000 14,375,183,000
- 92,258,000
13,546,919,000 14,467,441,000
11,158,217,000 11,867,685,800
2,172,891,000 1,774,550,000
2,186,352,000 1,801,787,000
15,517,460,000 15,444,022,800
87.30% 93.08%
87.30% 93.08%
87.30% 93.68%

The SBP. vide BSD Circular No.19, dated 05 September, 2008, has set the Minimum Capital Requirement (MCR) for
DFIs, up to Rs.6 billion, Further, the Company is also required to maintain a Capital Adequacy Ratio (CAR} of at

least 11.90% (inclusive of Capital Conservation BufTer - CCB of 1.90%) of'its risk weighted assets.

The Basel 11 framework has been applied in accordance with BPRD Circular No. 6, dated 15 August, 2013. The
Standardized Approach is used for calculating the Capital Adequacy for Market and Credit risks while the Basic
Indicator Approach (BIA) is uscd for calculating the Capital Adequacy for Operational risk.

Leverage Ratio (LR):

Eligibtle Ticr-1 Capital
Total Exposures
Leverage Ratio

Liquidity Coverage Ratio (LCR):

Total High Quality Liquid Assets
Total Net Cash Outflow
Liquidity Coverage Ratio

Net Stable Funding Ratio (NSFR):

Total Available Stable Funding
Total Required Stable Funding
Net Stable Funding Ratio

2018 2017
--------- Rupeesmmm=-m-v

13,546,919,000 14,375,273,000

21,552,090,000 31,391,699,000
62.86% 45.79%

4,973,038,330 8,636,705,620

833,378,271 3,855,399,880
597% 224%

15,824,253,281 14,617,756,731

7,231,224,214 13,577,023,432
219% 108%

The SBP, vide BPRD Circular No.08, dated 23 June, 2016, has sct the minimum Net Stable Funding Ratio
Requirement (NSFR) for Banks / DFIs at 100%., Further, the Company is relaxed from maintaining minimum
Liquidity Coverage Ratio (L.CR) being a Development Financial Institution (DFT).

The leverage ratio of the Company is 62.86% (2017: 45.79%). The total Tier 1 capital is Rs. 13,546.919 million
(2017: 14,375.182 million) and the total exposure is Rs, 21,552.090 million (2017: Rs. 31,391.699 million
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The liquidity coverage ratio (LCR) of the Company is 597% (2017: 224%). The Total High Quality Liquid Assets are
Rs. 4,973.038 million (2017: 8,636.706 million) against Total Net Cash Qutflow of Rs. 833.378 million (2017: Rs.
3,855,400 million)

The net stable funding ratio (NSFR) of the Company is 219% (2017: 108%). The Total Available Stable Funding is
Rs, 15,824.253 million (2017: 14,617.757 million) against the Total Required Stable Fundmg of Rs. 7,231,224
million (2017: Rs. 13,577.023 million).

The link to the full disclosure is available at hitp://pakchinainvest.com
RISK MANAGEMENT

The Company manages all of its risk proactively through a well-cstablished enterprise risk management practice. The
Company is exposed to the following risks in the course of its regular business:

Credit Risk

Market Risk

Operational Risk

Liquidity Risk
This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives,
policies and processes for measuring and managing risk, and the Company’s management of capital.

Risk management philosophy and framework

The Company's activitics expose it to a variety of financial risks and those activitics involve the analysis, evaluation,
acceptance and management of some degree of risk or combination of risks, The Company's aim is to achicve an
appropriate balance between risk and return and minimize potential adverse effects on the Company's financial
performance.

The Company's risk management policics are established to identify and analyse the risks faced by the Company to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk Management policies and
systems are reviewed regularly to reflect changes in market conditions, emerging best practices and products and
services offered. The Company, through its training and management standards and procedures, aims to develop a
disciplined and constructive control environment, in which all employees understand their roles and obligations.

The Board of Directors has the overall responsibility for setting the risk appetite and ensuring risk is effectively
managed through a robust Enterprise Risk Management (ERM) framework. Board and Management level committees
have been established, as part of the corporate governance structure, to oversee the performance and operations of the
Company. Some of these commitiees are responsible specifically for overseeing execution of the ERM strategy and
monitoring performance against the Company's risk management framework:

Board Level Committces
Board Risk Management Committee (“BRMC”)

The BRMC is responsible for overseeing and regularly monitoring the Company’s risk governance framework,
enterprise risk management, capital, liquidity and fund planning cnsuring an effective system of risk management and
controls arc implemented. The BRMC is also responsible for oversecing compliance within approved risk policies and
tolerance levels and works with management to refine risk strategy that is aligned to the Company’s long term

strategy. W
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Senior Management Level Committees
Management Committee (“Mancom”)

The Management Committee is responsible for conduct of performance review of overall Company's opcration;
functions as a forum for communication and exchange of idcas for continuous improvement of Company's
performance. Mancom is also respionsible for review and delibrate upon Company's strategy policy which need to be
submitted to BOD meeting, review and delibrate the compliance of internal and external audit reports and review the
performance of [CFR budgetry process.

Risk Review Committee (“RRC™)

The RRC is respansible for building a risk intelligent enterprise, ensuring a suitable and an effective risk management
approach is incorporated into the day-to-day operations and recommending new credit policies and changes to
existing ones, and the future direction of the credit activities in the Company, The RRC interacts with other
management level committees to ensure risks are consolidated and incorporated within the business plan (strategy and
financials) and business operations. In fulfilling its purpose, the RRC is responsible to translate the decisions of the
Board regarding enterprise risk management (“ERM”), support the Senior Management and the GH-Risk
Management in decision-making related to ERM, and report regularly through its Chairperson to the BRMC regarding
matters related to its primary purpose and operational risks.

Credit Management Committee (“CMC”)

The CMC is responsible for taking credit and investment related decisions within the authority levels established by
the Board of Directors. The CMC is also responsible to monitor and review the Company’s financing and investment
activities within an approved threshold, and to ensure that the credit policies are adhered to, and credit operations are
conducted in the most effective manner.

Asset Liability Committee (“ALCO”)

The ALCO is responsible to actively monitor and manage committed and outstanding assets and liabilities, and to
recommend appropriate funding, investment, and hedging strategies. In addition, the ALCO is responsible for
ensuring continuous liquidity required for growth while complying with the regulatory requirements. The RRC
regularly reviews the ALCO effectiveness regarding matters related to market and liquidity risks., ALCO ensures the
operational performance of the Company in meeting or exceeding set performance targets and authorizes actions to
maintain, enhance or correct service delivery issues. The ALCO is also responsible for guiding, shaping, approving
and monitoring a coherent set of projects in line with the Company’s long term strategy that will maintain and
enhance the Company’s progress towards its future vision, recommending investment and expenditure in line with
that goal.

Credit Risk

Credit risk is the risk emanating when a counter party of the Company does not fulfill its contractual abligation or the
quality of an issuer deteriorates. It arises principally from financing, investment and treasury activities. The credit
process is consistent for all forms of credit risk to a single obligor. Overall exposure is evaluated on an ongoing basis
to ensure a broad diversification of credit risk. Potential concentrations by industry and risk grade are regularly
reviewed to avoid excessive exposure and ensurc a broad diversification. The Company’s total credit portfolio and
therefore the maximum exposure to credit risk before collateral held or other credit enhancements is reported under
Note # 37.

Following are the risk management policies adopted by the Company to ensure credit quality and minimize the risk of

concentration: W
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Credit rating and measurement

The risk rating system is the basis for determining the credit risk of the Company’s asset portfolio and thus asset
pricing, portfolio management, determining finance loss provisions and reserves and the basis for credit approval
authority delepation. A standard alphabetic credit risk-grading system is being used by the Company which is based
on the Company’s internal estimate of probability of default, with customers or portfolios assessed against a range of
quantitative and qualitative factors, including taking into account the counterparty’s financial position, past
experience and other factors. Performing clients are rated on a scale of AAA to C, each grade being associated with a
Probability of Default (“PD™). Non-performing clients are rated D-1, D-2 and D-3, corresponding to the Substandard,
Doubtful and Loss classifications as per State Bank of Pakistan’s guidelines issued vide Prudential Regulations. The
Company’s internal credit grades have also been mapped to external agency ratings for better comparison.

Credit approval

All credit and investment exposures fo individual counterparties and groups of connected counterparties arc reviewed
and approved by the Company’s Credit Management Committee (“CMC”) within the authorities delegated by the
Board of Directors.

Credit monitoring

The Company regularly monitors credit exposures and external trends which may impact risk management outcomes.
Internal risk management reports are presented to the Risk Review Committeec and Board Risk Management
Commiltee, containing information on key variables; portfolio delinquency and financing impairment performance.
All Corporate exposures accounts are monitored carcfully for performance and reviewed formally on an annual basis
or carlier. The Company has policies in place for client visits and monitoring of accounts to make sure that any
concerns on the quality of the accounts are addressed well in time. An exposure is categorized as watch list or non-
performing as per SBP guidelines.

Based on Business Unit feedback on collection of overdue amounts, CMC decides on whether to retain the
rclationship under existing Business Group or transferred to Special Assets Management (SAM) Department. All non-
performing accounts under litigation for recovery are monitored closely by the SAM Department of the Company
directly reporting to the GI-Risk Management. Such accounts are re-evaluated and remedial actions are agreed and
monitored,

Credit risk mitigation

Potential credit losses from any given account, customer or portfolio are mitigated using a range of tools. Additional
support in the form of collateral and guarantec is obtained where required. The reliance that can be placed on these
credit mitigation resources is carcfully assessed in light of issues such as legal enforceability, market value and
counterparty risk of the guarantor.

Collateral types which are cligible for risk mitigation include: cash under lien; mortgage / charge over
residential/commercial/industrial property; charge over assets such as plant and machinery; marketable sccurities;
commodities; bank guarantees; and letters of credit ete. CMC controls the approval of collateral types, Collateral is
valued in accordance with the SBP guidelines, which prescribe the frequency of valuation for different collateral
types. The valuation frequency is driven by the level of price volatility of each type of collateral and the nature of the
undertying product or risk exposure. Collateral held against impaired financings is maintained at fair value.

Offsetting financial instruments

The Company has not entered in significant master netting arrangement with counterpartics which enable them to
settle transactions on net basis. In absence of such agreements the financial asset and liabilities are settled on gross
basis.

38.1.1 Asof 31 December 2018, there arc no lendings to Financial institulions.W
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