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Who We Are

Pak China Investment Company Limited (PCICL) is a Development Finance
Institution (DFI) established in 2007, through the joint venture agreement
between Government of Pakistan and Peoples Republic of China through Ministry
of Finance and China Development Bank respectively. Being a DFI, PCICL is
regulated by State Bank of Pakistan.

PCICL was established to act as a bridge for promotion of bilateral Trade and
Investment between the two brotherly countries and with an objective of
financing economically viable and technically feasible projects. Since last 13 years,
PCICL has been playing a vital role for economic development of Pakistan through
active advisory role to attract Chinese investment in Pakistan and by providing
wide range of Financial services in infrastructure, Industrial, Agriculture, Services,
Information Technology, Manufacturing and Real Estate sectors.

Pak China Investment Company Limited
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Corporate Information

Board of Directors
Mr. Wang Baojun
Mr. Noor Ahmed
Ms. Wang Li

Mr. Zuo Kun

Board Audit Committee
Mr. Noor Ahmed

Ms. Wang Li

Mr. Zuo Kun

Board Risk Management Committee
Mr. Noor Ahmed

Ms. Wang Li

Mr. Wang Baojun

Board Human Resource & Remuneration Committee
Mr. Noor Ahmed

Ms. Wang Li

Mr. Zuo Kun

Company Secretary
Shazia Khan

Statutory Auditors
EY Ford Rhodes
Chartered Accountants

Legal Advisor
Mohsin Tayebaly & Co.

Entity Ratings

Long Term: AAA

Short Term: A1+

VIS Credit Rating Company Limited

Registered Office and Head Office
Pak China Investment Company Limited

Vice Chairman of the BoD/Managing Director
Member
Member
Member

Chairman
Member
Member

Chairman
Member
Member

Chairman
Member
Member

13th Floor, Saudi Pak Tower, 61-A, Jinnah Avenue, Blue Area, Islamabad

Telephone: +92-51-2099650, Fax: +92-51-2800297

Email: info@pakchinainvest.com
Website: www.pakchinainvest.com

Karachi Office

4th Floor, C-14-C, Touheed Commercial,
26th Street, Phase V, DHA, Karachi
Telephone: +92-21-35379888
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Our Core Strengths

Our Sponsors
1 E IR AT
CHINA DEVELOPMENT BANK
Government of Pakistan People’s Republic of China
Stable Outlook
Entity Rating (VIS)

Long Term AAA
Short Term Al+

Our Associated Companies

il
sy

CENTRAL

DEPOSITORY
COMPANY

Our Vision

To become a leading DFI as HUB of investment activities for Pakistani and Chinese entrepreneurs through
our in depth market knowledge, providing innovative financial solutions through exceptional people, efficient
processes, innovative solutions and strong customer relationships.Focus on bringing Chinese investment,
technology, and know-how to Pakistan by conducting Road Shows and other promotion activities allowing
Pak China investment Company to be used as a platform for investment decisions in entering the
Pakistani market.

Our Mission

e Be achannel of investment flow by becoming prime advisors for investors from Pakistan and China.

e Identify and Capitalize on opportunities in Pakistan by leveraging on Chinese technology, financial
resources and entrepreneurial expertise.

e Act as a catalyst of success for our customers by responding for their needs and develop a lasting
Relationship.

e Create a culture of performance integrity and efficiency where productivity performance and innovation
are the hallmarks.
Build state of the art technology platform and applications.
Produce exceptional results while keeping within acceptable risk levels.

Pak China Investment Company Limited




~—h

PAKCHINA

INVESTVIENT COMPANY LIMITED

ANNUAL REPORT 2020 y

Director’s Profile

Mr. Wang Baojun
Executive Director / Managing Director & Vice Chairman of
the Board of Directors

Mr. Wang has assumed the office of Managing Director/ Executive Director of the
Company in May 2018. He brings 23+ years experience of working in Development
Financial Institutions, with diversified exposure in the areas of Credit Management,
Finance, Research, Information Technology and Planning. Before joining PCICL, he
was Head of Australian Group as Senior Commissioner of China Development Bank
(CDB). During his affiliation with CDB, he lately held positions of Division Director of
Credit Management and Division Director of International Cooperation & Study in
International Finance Department, while he also served as Deputy Division Director
of Confidential Affairs and Deputy Division Director of General Affairs in General
Office. Mr. Wang holds degrees of Masters in Public Administration and Masters
in Computer Science from China National School of Administration and Harbin
Engineering University respectively. He is also a Qualified Accountant and Security
Practitioner.

Mr. Noor Ahmed
Director

Mr. Noor, Secretary Economic Affairs Division, Government of Pakistan was
nominated as non-Executive Director of the Company in December 2018.
Mr. Noor has previously served as Special Secretary Finance, Secretary
Federal Tax Ombudsman, Additional Secretary Finance, DG Privatization and
at various other important positions in government institutions. He got his
Masters degree in Development Studies from the Institute of Social Studies
Hague Netherland in 1996. In addition, he has attended several national and
international trainings and workshops.

Ms. Wang Li
Director

Ms. Wang joined the Board of Directors of PCICL in October 2018 as non-
executive Director. She is Deputy Director General of Market Development
& Equity Investment Department of China Development Bank (CDB). She
joined CDB'’s predecessor China Investment Bank in 1987 and has held
many positions in the Bank over the past three decades, including Division
Chief of Corporate Bond Underwriting Division in Treasury & Financial Market
Department, and Vice President of CDB Securities Co. Ltd. Ms. Wang currently
serves on professional committees of numerous self-regulatory organizations,
including Vice Chairman of the Asset Securitization and Structured Financing
Committee of the China National Association of Financial Market Institutional
Investors (NAFMII), Vice Chairman of the Syndicated Loan Committee of the
China Banking Association (CBA), Vice Chairman of the Fixed Income Committee
of the Securities Association of China (SAC). Ms. Wang graduated from Beijing
College of Finance and Commerce for her bachelor's degree in July 1987,

majoring in Finance.
Pak China Investment Company Limited
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Management Profiles

Mr. Tariqg Mahmood
Group Head Investment Banking

Mr. Tariq Mahmood, EVP / Group Head, Investment Banking Group brings 20+
Years of Corporate & Investment Banking Experience with him. Prior to joining
PCICL, Mr. Mahmood worked with one of the largest local banks in Pakistan in its
Corporate & Investment Group. He also adds valuable foreign experience to IBG
having worked with a bank in USA for several years before returning to Pakistan.
Mr. Mahmood'’s areas of interest and expertise include Advisory, Capital Markets,
Project Finance, and Private Equity. Some of the key Industries with significant
transaction experience involve Steel, Power (Generation & Distribution), Textile,
Sugar, Cement, Glass, Microfinance, Stock Exchange & Brokerage, Food, Packaging,
FMCG, Consumer White Goods Manufacturing, and Oil & Gas (upstream &
downstream) just to name a few. Mr. Mahmood holds a Master of Business
Administration (MBA) Degree from New Mexico State University, USA .

Syed Abbas Athar Hamadani
Group Head Corporate Banking & SME

Mr. Hamadani assumed his office at PCICL in August 2019. He has 25+
years of work experience in financial sector, including last 14 years at
Askari Bank Limited, where he has served as Regional Corporate Head
South and as interim Regional Corporate Head North for a short tenure.
He has diversified work experience in Commercial & Corporate Banking
with numerous achievements in optimizing business operations, business
development and expansion of marketing networks. He has done Masters in
Business Administration from Institute of Business Administration Karachi
Pakistan. While he also holds Post Graduate Diploma in Systems Analysis &
Design from the same institute.

Syed Nabeel Abbas Tirmizi
Head of Treasury

Mr. Nabeel Abbas Tirmizi is associated with the Company for more than
10 years. He is an experienced individual having expertise of research
analysis, money market and treasury operations. He holds degree of
Masters in Business Administration.

“ Pak China Investment Company Limited



Mr. Armughan Ahmad Daud
Chief Financial Officer

Mr. Armughan joined PCICL as Chief Financial Officer in January 2019. He is a
Fellow member of the Institute of Chartered Accountants of Pakistan carrying
more than 16 years of professional experience. His career started with KPMG
Taseer Hadi & Co., Chartered Accountants, and later on he joined Askari Leasing
Limited. After merger of Askari Leasing Limited with Askari Bank Limited, he
worked in various capacities in Finance Division of the Bank. His last major
assignment was as Head - Financial Controls in Finance Division of Askari Bank
Limited. He has also participated in various training seminars on Corporate
Financial Management, Budgeting and IFRS.

Ms. Yasmin Akbar
Group Head Risk Management

Ms. Yasmin Akbar, after serving in Bankers Equity & Askari Bank, joined
Pak China Investment Company Limited in 2007. She is a motivated and
professional banker having 26 years of work experience. Her expertise in Credit
Risk, Corporate Finance, Credit Administration and other related fields provides
the requisite proficiency to deal with dynamic business situations. Her ability
to apply Strategic and Operational Skills coupled with critical thinking and
problem solving ensures accurate financial controls. She holds Masters degree
in Economics & MBA (Executive) qualifications.

Mr. Khurram Shahzad
Group Head Compliance & Human Resource

Mr. Khurram Shahzad joined the Companyin February 2016. Heis an experienced
individual who started his banking career with State Bank of Pakistan in 2009.
During his affiliation with Banking Inspection Department of State Bank
of Pakistan for 6 years, he was involved in several full scope Inspections of
Commercial Banks and DFls as well as various targeted inspections and special
investigations. He also conducted on-site inspection of overseas operations
of Pakistani banks located in various jurisdictions. He did Masters in Business
Administration and has also attended a number of training courses.
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Management Profiles

Mr. Sohail Khan
Group Head Information Technology

Mr. Sohail is associated with the Company since 2008. He has 25+ years of
diverse experience in the field of Information Technology. His career spreads
across different financial institutions including Commercial Bank, Investment
Banks & DFI. Prior to joining PCICL, Mr. Sohail has served at NIB Bank, IGI
Investment Bank Limited, Faysal Bank Limited and Al Faysal Investment Bank.
His expertise comprises of study and analysis of business application software,
I.T. infrastructure deployment, I.T. procurement, deployment of LAN / WAN
and network and data security. He holds the degree of Masters in Business
Administration (IT).

Ms. Shazia Akhtar Khan
Company Secretary

Ms. Shazia is a corporate lawyer by profession and serving at this position
since 2008. Prior to joining PCICL she worked with NCHD (National
Commission for Human Development), Mahmood Awan & Partners (legal
& corporate advisor) and Business & Industrial Insurance Co. Ltd.

Mr. Ajmal Hussain
Sr. Manager Legal

Mr. Ajmal Hussain joined PCICL as Head Legal Department in May 2020 and
prior to that, he has served as a Legal Coordinator SAMD for Askari Bank Ltd. He
has diversified experience of more than 20 years. He has worked with reputed
corporate law firms and also served at different national and multinational
organizations in Islamabad. His core competencies are in Civil, Corporate and
Banking areas. He received his LLB degree from International Islamic University
Islamabad and also holds degree of MBA.
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Mr. Saeed Ahmad Khan
Head of Internal Audit

Mr. Saeed joined PCICL in November 2020 as Head of Internal Audit. He
carries 20+ years of work experience, including 12 years with renowned
banks in Pakistan. He started his career with MCB Bank Ltd in Internal
Audit Department, where he served for 6 years. Then he served for 6 years
at Faysal Bank Ltd, with his last posting as Unit Manager Documentation.
Subsequently, he remained affiliated as faculty member and in financial
management roles of renowned educational institutions for 7 years. Before
joining PCICL he served as Head of Internal Audit at Kissan Support Services
(Pvt.) Ltd; which is a wholly owned subsidiary of ZTBL. He also serves as a
Senior Resource Person for Institute of Bankers, Pakistan (IBP) for conducting
trainings on various topics.

Mr. Saeed is an Associate Member of Institute of Cost & Management
Accountants of Pakistan (ICMAP), is a Diploma Associate of IBP and also
holds MBA degree from International Islamic University, Islamabad.

Dr. Wei Fang
Group Head, Managing Director’s Secretariat

Dr. Wei Fang has been affiliated with PCICL on secondment from China
Development Bank (CDB) since August, 2017. He is a permanent employee of
CDB since 2008. Besides his services at Planning and then Project Appraisal
Departments of CDB, he has also served at China-Africa Development Fund
on secondment for a time. He accomplished his PhD in Engineering from
Dalian Maritime University, China and also holds the Certificate of Banking
Professional (Risk Management) from China Banking Association.

Pak China Investment Company Limited “
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Chairman’s & Directors’ Report

We present the combined Chairman’s and Directors’ Report of Pak China Investment Company Limited (PCICL -
the Company) along with the audited financial statements of the Company and Auditors’ report thereon, for the
year ended 31 December 2020.

Economy overview

Calendar year 2020 was marred by the Covid-19 which forced the world economies to halt, and Pakistan was no
exception. During first half of fiscal year 2019-20, Pakistan’s economy was set on the course of stability due to
prudent monetary and fiscal policies however emergence of Covid-19 in Pakistan in later-half of the fiscal year
2019-20 ensuing containment measures led to complete halt of economy causing a severe contraction in real GDP.

During the year under review, Monitory Policy Committee cut the policy rate by 625 bps in nearly three months
time scale which not only repriced the existing loans on a lower side but also provided impetus to the industry for
fresh borrowing. Meanwhile, the SBP also rolled out multiple unprecedented schemes, including the deferment of
principal repayments; subsidized financing for firms to pay salaries to their employees; relaxations in operational
criteria for export-related refinance schemes; and concessionary refinance facilities for investment projects and
hospitals. Although the Covid crisis led to temporary output losses, weakened consumer and businesses’ confidence,
and pushed the government to recalibrate the economic reform process, it did not have a strong bearing on the
economy’s risk profile. Specifically, the improvement in underlying macroeconomic fundamentals remained intact
despite the Covid-related strain.

On external front, firstly, export growth tapered as limited retail sales in advanced economies led to fall in orders.
Secondly, foreign fund managers pulled capital out from emerging markets, including Pakistan. Both of these issues
combined reversed the gradual build-up in forex reserves. Challenges like disruptive supply chains, less growth in
exports and narrow tax base will have to be addressed to revive the economy to its true potential. For fiscal year
2020-21, GDP growth has been set at 2.1% on the back of steady performance of agriculture and recovery in the
services sector.

Operating Results

Despite the fact that economic and business activities were direly subdued in this financial year due to spread of
Covid-19 and resultant lock down, we are pleased to report that PCICL was able to post a bit more bottom line
in current year as that of last year. Profit after tax for 2020 was Rs. 773.2 million as compared to Rs. 760.1 million
in 2019, modest 1.7% increase. Thus, EPS in 2020 was Re. 0.80 while in 2019 it was Re. 0.82, weighted average
number of shares in last year being less than this year.

Policy rate was sharply decreased from 13.25% to 7% in a span of short time which prevailed for more than later
half of the year and thus impacted the reduction in top line i.e. net interest income decreased by 16% i.e. Rs. 273.8
million. This reduction was marginally offset by the fee and commission income which increased by 37.3% i.e.
Rs. 26.4 million and gain on securities which showed handsome growth of Rs. 108.6 million over last year due to
outstanding performance of our bourse. However, due to stability in US Dollar parity during the year as compared
to last year when there was quite a volatility in US Dollar exchange rates, foreign exchange income reduced by Rs.
115.8 million i.e. 67%. Share in profit of associated companies also increased by 35.2% on the back of increased
trading activity in stock exchange. Increase in operating expenses was curtailed because of austerity measures
employed in wake of spread of Covid-19 and lock down. Operating expenses grew by only 3.2% thus helping in
offsetting the impact of decreased policy rate during the year to support the bottom line.

On Balance Sheet front, investments reduced as compared to last year as Market Treasury Bills matured which
were financed through borrowing and hence borrowings reduced as well. This reduction was partially offset by
fresh investments in debt securities and preference shares. Despite the economy halt down during the year, gross
advances grew by handsome 23.1% from Rs. 10.03 billion last year to Rs. 12.35 billion at the end of current year.
Due to addition of two clients in NPL, NPL to gross advances ratio rose from 10% last year to 13.6% in current
year. Strategies are in place to enhance effective management of the loan portfolio by boosting recovery through

“ Pak China Investment Company Limited
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concerted efforts to collect overdue amounts, and attempting to stem the further flow of accounts into NPLs.
Short term borrowings have decreased substantially with the maturity of Market Treasury Bills, however long term
borrowings from SBP and other Banks have increased to fund the disbursements.

SBP introduced many programs to support the industry in this pandemic and one of them was to defer the principal
amount by one year if certain conditions are met. PCICL became part of this initiative by granting this relaxation to
those clients who requested it and met the criteria.

Appropriations

The Board of Directors recommends the appropriations of Rs. 154.36 million from unappropriated profit to statutory
reserve for the year ended 31 December 2020, as per instructions of SBP.

Entity Ratings

During the year, the Company’s long-term entity rating was maintained at ‘AAA’ by VIS Credit Rating Company
Limited. The medium to long-term rating of ‘AAA’ is the highest rating rank and denotes highest credit quality, with
negligible risk factors, being only slightly more than for risk-free debt of Government of Pakistan. The short-term
rating of ‘A-1+' denotes highest certainty of timely payment, liquidity factors are outstanding and safety is just
below risk free short-term obligations of Government of Pakistan. Outlook on the assigned ratings is ‘Stable’. The
assigned ratings of PCICL incorporate implicit support of its two sovereign sponsors, Government of Pakistan (GoP)
and People’s Republic of China (PRC), with equal shareholding held through Ministry of Finance (MoF) and China
Development Bank (CDB), respectively. The ratings also take into account strong capitalization, diversified revenue
stream, sound liquidity, and conservative risk appetite.

Risk Management

The risk management framework encompasses multi-tier management supervision, efficient monitoring and clearly
articulated risk appetite, policies and procedures. The Company is exposed to credit risk, market risk, liquidity risk
and operational risk over the course of its core operations. Given the current macroeconomic scenario in Pakistan,
foreign exchange risk and interest rate risk are also important factors affecting the Company’s on and off balance
sheet activities. Details about these principal risks faced by the company along with their mitigants are given in note
41 of attached financial statements.

The Company remains adequately capitalised with a capital adequacy ratio reported at 70.68% and leverage ratio
at 39.22%, as at 31 December 2020.

Associated Companies

During 2017, the Company invested in 40,073,830 shares of Pakistan Stock Exchange Limited (PSX) thus owning
5% of total share capital of the PSX. The Company has a representation in the Board of Directors of PSX, making
it an associated company. Management had carried out an impairment analysis based on future free cash flows of
PSX discounted at the Company’s cost of equity as of half year of 2020 and booked a provision of Rs. 53.84 million.
However, due to record volumes achieved during the second half of the year which inflated operating results,
the recoverable value as at the year end calculated through impairment model showed that it is more than the
carrying value and hence no impairment is warranted. It is expected that stock exchange will continue to post stable
volumes going forward based on recovery in the economy and lower interest rates.

The Company also holds 12,500,000 shares of Central Depository Company of Pakistan Limited owning 5% of
the total share capital of CDC. The Company has a representation in the Board of Directors of CDC, making it an
associated company.

Investments in associates have been carried in the books on equity method as per International Accounting Standard
28 ‘Investment in Associates and Joint Ventures..

Pak China Investment Company Limited “
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Customer Complaint Management

PCICL has a procedure in place for customer complaints. However, no customer complaint was lodged during the
year under review.

Corporate Governance

As per BPRD Circular No. 14 of 2016 dated 20 October 2016, Code of Corporate Governance issued by the SECP
is not applicable on DFls, however SBP expects DFls to follow the best practices on corporate governance. The
Company as a good governance practice has complied with the relevant requirements of the Listed Companies
(Code of Corporate Governance) Regulations 2017 for the year ended 31 December 2020. A statement to this
effect is given below:

Corporate and Financial Reporting Framework

e  The financial statements, prepared by the management of the Company, present fairly its state of affairs, the
results of its operations, cash flows and changes in equity;

e  Proper books of accounts of the Company have been maintained;

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

e International Financial Reporting Standards, as applicable in Pakistan, have been followed in preparation of
financial statements and any departures therefrom has been adequately disclosed and explained;

e  The system of internal control is sound in design and has been effectively implemented and monitored;

e  There are no significant doubts upon the Company’s ability to continue as a going concern;

e  Key operating and financial data for the last six years, in a summarized form, is given hereunder;

(Rs. in millions)

p]Jecy{sl DEC-19 | DEC-18 | DEC-17 | DEC-16 | DEC-15

Net Interest Income 1,713 1,082 954 697 1,144
Non Interest Income 263 405 277 435 238
Profit before tax 1,066 912 970 858 951
Profit after tax 760 619 671 615 621
EPS (Re) 0.82 0.68 0.74 0.67 0.68

Balance Sheet

Assets 33,403 | 19,762 | 24421 | 22,518 20,549
9,291 7,620 7,900 6,040 5,708
19,130 9,976 | 13,848 7,734 12,091

16,632 | 15,361 | 14,669 | 14,126 13,561

Advances - net

Investments - net
Net Assets

e  Thereare no statutory payments on account of taxes, duties, levies and charges which are overdue outstanding
as of 31 December 2020, except as disclosed in annexed financial statements;

e Details of the aggregate remuneration of executives and non-executives Directors are included in notes to the
financial statements;

e  Following is the fair value of investments as at 31 December 2020:
- Provident Fund: Rs. 83.0 million, based on un-audited financial statements
- Gratuity Fund: Rs. 64.6 million, based on un-audited financial statements

e  During 2020, attendance of directors in Board and its committee meetings was as follows:

Pak China Investment Company Limited
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Name of Board Number of Board committe

Name of Directors meetings el etiene ca el
attended/ held
1 Mr. Noor Ahmed 4/4 4/4 2/2 2/2
2 Ms. Wang Li 4/4 4/4 2/2 2/2
3 Ms. Deng Shuang 0/1 - 0/1 -
4 Mr. Zuo kun 1/1 = = =
5 Mr. Wang Baojun 4/4 - - 2/2

Board Structure and Evaluation

The Board sets the tone at the top by promoting professional standards and corporate values that cascade down
to senior management and all other employees of the Bank. It is Board which constitutes members from diverse
professional backgrounds who bring a wealth of experience, has established independent committees to ensure the
highest standards in transparency, compliance and the efficacy of business and risk management strategies in order
to oversee the discharge of stewardship.

Total number of male and female directors, composition of Board into executive and non-executive directors
and names of members of Board committees are disclosed in statement of compliance with Code of Corporate
Governance, annexed in this annual report.

The role of Board is evaluated as per SBP guidelines. The Company has put in place an evaluation framework for
evaluation of the Board. The performance of the Board is assessed on selected parameters, undertaken through
a guestionnaire, relating to Board's composition, working procedure, role of the Board, Board's oversight and
relationship with the management. Evaluation is done on annual basis. Last year’s evaluation was carried out in the
Board meeting held on 03 April 2020. This year’s evaluation will be done in the meeting to be held for approval of
annual financial statements.

In addition to the internal performance evaluation of the BOD, Pakistan Institute of Corporate Governance (PICG)
was engaged during the year to carry out independent performance evaluation of the BOD as per the regulatory
requirement. As per the process, three remaining Directors serving on the Board as of 31 December 2019 were
asked to complete an online assessment template. Based on their responses, 10 areas of performance; Board
Composition, Board Procedures, Board Interaction, Strategic Planning, Control Environment, Board Committees,
Board & CEO Effectiveness, Board & CEO Compensation, Chairman and CEO were assessed. PICG's results
and analysis were deliberated by the BOD during their 41st meeting held on 10 November 2020 and points for
improvement were discussed.

Pattern of Shareholding

The pattern of shareholding at the close of 31 December 2020 is as under:
Shareholders Shareholding
Ministry of Finance, Government of Pakistan 50%

China Development Bank 50%

Pak China Investment Company Limited
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Statement on Internal Controls

The Board of Directors of the Company is responsible for ensuring that an adequate and effective internal control
system exists in the Company and that the management of the Company assumes responsibility of establishing and
maintaining effective internal controls throughout the Company and has made a statement on internal control in
this regard. The management’s statement on internal control is being endorsed by the Board of Directors through
this report.

Auditors

The present auditors, M/s EY Ford Rhodes & Co., Chartered Accountants have completed their assignment for the
year ended 31 December 2020 and shall retire at the conclusion of the Meeting. Being eligible, they have offered
themselves for reappointment for audit of year ending 31 December 2021.

Events after the Date of Statement of Financial Position

There have not been any material events that occurred subsequent to the date of the Statement of Financial
Position that require adjustments to the attached financial statements.

Looking Ahead

We are optimistic about the future, as the economy gradually emerges from the unprecedented challenges it
recently faced. PCICL is well positioned to leverage opportunities for profitable growth and value creation. PCICL
will continue its commitment to being a partner in Pakistan’s growth and development.

Whilst we look into the future with much optimism, we are also mindful of the challenges posed by post Covid
situation. However, amidst all the challenges, we believe that there are ample growth prospect across our business.
Our strategy of balanced growth in our advances and investment portfolio will continue.

Acknowledgements

The Board expresses its gratitude for the support and commitment extended by our main sponsors, Ministry of
Finance, Government of Pakistan and China Development Bank. The Board also appreciates the efforts undertaken
by the management and employees of the Company for establishing its mark in such a short period. The Board
is also grateful for the continuous guidance provided by the State Bank of Pakistan and Securities & Exchange
Commission of Pakistan.

Y72 L —V

Wang Baojun Noor Ahmed

Managing Director Director

Pak China Investment Co. Ltd. Pak China Investment Co. Ltd.
30 March 2021

Islamabad

Pak China Investment Company Limited



~—h

PAKCHINA

INVESTIENT COMPANY LIMITED

2P 8 sl S

P16l a1

(}u;u‘;ﬂ.,@;lzidzf;/;5,LEZ~IJL5'@QJ¥;,1+/('L?(®U,JA,1_,/cf.{w, L G sl LS\ AN STo L
LA LI Uy o1 LSS i L o Gt A st Gl o w3 S e B S
ce dFET s g

.b »T

Jjs
4(L:“W'!Lu'lJeulc;_J/J{"/’»"/L/ld:!u!wcﬁd&/LbLn'}i(ZOZO/:‘ES1L Ms EY Ford Rhodes Chartered Accountants 577+
e UL LS Pt L ISl in Y 2021 2531 UL bt
e AL Gl Pl
LT e PSS ans S U ISP s e it U o LTt U Sl
nlﬁ‘{f‘y
b B LS Ut Py I IPCICL o Ssts i Gt AR g IS et i L A
~U@/6/W{i L L3 st w{éwa/ur_é P
G L Gt s Gt BB for Lo VALt L&t 5 S et Pt L G Stosd AL S,
_Zu*»“ij/tgfJJMMVLu;u?u:,é;ugLw@u/ﬂuw}ﬂ‘@&’u@
/é;b“ttfg
st Sl St bl S G - e AT gty PR N S A bt LBt i o 15
:.J:,;&(Kuu?&w/fc_qtgJuﬂgd?ﬂfgﬁiglf/gﬁ,wufgm’.@Ms/z-g%tglngﬁL (j'{c;gﬂ%%’/fjfu&/
ﬁat’/'/b',:ﬁ

-~ é
WA P
209 Pilkls
s s
PE S T gt

2021430
e

Pak China Investment Company Limited



\‘ ANNUAL REPORT 2020
PAKCHINA

INVESTVMENT COMPANY LIMITED

/?)L/..'d/u}/’}‘}’f&yLD}&«)"D:;!?LUJ:LSS.O::C;J}/;”{: u
pUEUs QWi tea658s,
Gt 5P S A Ut & FE St 2020 @

5 i S L G Pt 3 LSS
5] IS

a)z’;‘/)'/.;"kf
2/2 2/2 4/4 4/4 S 1
2/2 2/2 4/4 4/4 kb’ 2
: 1/0 - 1/0 Le s 3
- - - 1/1 i | 4
2/2 - - 4/4 Pk btz 5
a‘/’lg/)',jbﬁ (377

AR A3 TS e b 3 Bt o il §F e LB P 2 ES SR IGL U PN 2o o hirs 1€ 13
AU B, ALk o Foehpme 3L e e S e s ST I e o f G2 S DL
—e Ul KJ%CJ/ t+J¢Lﬂug,u,,3Juucéai@K;¢;su

WUz S L W O e KT L AL S ot S8t S e VS S P8 151
ce ML sy

b o bt UGS e U S p i e oL E e b o e bS5 L A0 6| STt
Vbt Fy e tn e e BIAL SIS S /L by 2L K I S bola 5L e ize Qb qetier
2 YUttt d sl S i G A B Il e 2020 f 110307 K L2 e b
BRI T L oot Tos S s Sranip d (PICGIU S ey KTt L Il Utostel K Busit S35 5T 0
LGS bbbz gt S Hor s F 0T 2020 253108 e IE W 35T 2 B ed_aPt
A e ol p L ASI S St S SISl e S 3 e i\ P S o 52 Olps S ot SN S St 6 AL 3t e KB S e 10
e ity SN O ijuﬁ;/gé.{_fl,ré&ziplce U341 815 05T 5 2020 2910 U7 L BISIS
Y

e B3t A A 19122020 7531

..fﬂn]':ﬁ J/ﬂ)’i//‘f-ﬁ

4450 U Lot Pl

4450 el

“ Pak China Investment Company Limited



INVESTVIENT COMPANY LIMITED

22 88l S

_‘LJJVL.‘A{/./UVJ%yuguﬁu/J!_‘ggJQ/‘%Jmﬁfid’l}ufuf@
J,é)bﬁ/gjéywq/g/(

LS5 Suskit S E LG L P lea b e 13 Bl e SHSAENSE @
AT St I
e b Gy st s F B e PO, BRIt S SUsE UL
_‘46@/.:»u,qu:.:,MJJVUQ_umwZ;@_/!}f JyLLnL/JQuwgJu&UL?utuu@fé/’biﬁﬁg/ﬂﬁﬁl )
e JE G P Sobbri b Kb 0si) @
e BB et Sl b A KL @
e B3t K3 OB A g 2 @
o
2015-+5 | 2016-+5 | 2017-+5 | 2018-+5 | 2019-+5 WPLZL
Jikid
1,144 697 954 1,082 | 1,713 | 1,439 TS P
238 435 277 405 263 284 Dtk
951 858 970 912 | 1,066 | 1,166 ede S
621 615 671 619 760 773 Benl
0.68 0.67 0.74 0.68 0.82 0.80 (2004178
20,549 | 22,518 | 24,421 | 19,762 | 33,403 | 31,409 ek
5708 | 6,040 | 7900 | 7,620 | 9,291 | 11,550 Al
12,091 | 7,734 | 13,848 | 9,976 | 19,130 | 15457 WA
13,561 | 14,126 | 14,669 | 15361 | 16,632 | 17,482 Lo

WU, QUSSP ety 2 B3I u S 2l e s 4 2019 2531
-@@:a@&ﬁ&g}w@‘éi}gﬂﬁJ;f{)?’utnﬂj)f{)?'u:«f‘jium;‘fgyl.
ks AL 5t S8k A TF 2020531

Pak China Investment Company Limited



“ ANNUAL REPORT 2020

_uj/thd/gJJ l};:ﬁu‘“ﬁb‘adﬂ;j o Pie ﬁ:J’i‘VgLuﬁuu,wc;@/“(u%fLub‘ (TG dd Lo sbldertimnd o1
S ces SN TP nd_ Sy 431t 1Sy k1S PCICL

=

e A 15436 L L35 B 0684 BT 2020 2531 L e s S LS TG 2
dla,.?/}&lgul;l

L LS Bouey 2NN Ut B (a2 B bs St 3o AR By FH Gt S Fim L I i et SIS
PPN DL Ay Uy BN AS N Ar PRI Y- VA IV S 385, P Wy

LAY ASPN Y 1) BN R N AR Tt Iy o SR 0. B Salt AN Wy RNy 7T RO S I O
RN NF 2 i Je Pt gt S I B S350 L ol Sbtsns /25 PCICL- o (V A /52 St
e LB ST S e Bt T 05§08 b U B 1 1Sl o ieby

e

Lk S L SIS UL s3SIt S A O b1t 5 o B S QSN e o piBe
LA WS RS H L6 o LB FBL S Sl oIS e b ol 6 la P Tl S £
e e eolont eIl e 2 QP Biks SF e bS5 ind e et S

et A sl s L B L 33922 K G 1ud 70.68./[50);@1‘}‘57 20207531 ¢

UL

SSE Y P s SEHEIL A8 860 S 40,073,830 2 B St L L omd 2017004
SIHGL PTL A 4 2d S5 5 STALF L 1 Q¥ e SS9 STin £ B S
Gocl T 'Z;/wﬁ@ﬁf/d/» Skt P 53,84 L Unlb e IL I sTae L FESE S s
S i I e SR S E I L Ui G S $5 B I i

2o SAUSFE P L S835- o LS PIL 83570 12,500,000 L oL STFGALIIAUL LG
N g S

—e U288kt B3I AL KA /U:Jf;;ylz/,uu%u@auf e SIOBLES A, £ L, UISSK /u’:u}j;/u{ /“
TN

FO U eSSl dve iy frs Arc /5K Ji FA A

Sl e K

T ST AT U DFls G 5 g s e £ JSUIRAI L 2016.451200,6:2016 5714 280L 55,744
3oL 2017 AU oy KT VoI L£2000,4531 B i L g S I K bt L S ey K DFIs St/

“ Pak China Investment Company Limited



INVESTVIENT COMPANY LIMITED

22 88l S

G LSRG F g 5 e I M ST F Er sy Il nd Y 202045318 (PCICL) G wot i p S|
S 2019-2000 1B re e o Py 2 1 Ft L gmtﬂww;ﬂ{w&‘;f Yol iesn d_19-45994 2020 1
SIS STt A EEES S 2019-200% WL AL BT ol Sl ez St ol Ur L QWL sl Evotils fens?

ey I o ARSI G G i I L Lo
J/"C“y:.u’l,,@nfui‘ogJur"/"uﬁ/bs/;c‘ﬁd/ufa;uﬁtuf(}}(ugUJGZS bpsuﬁﬁf“/u’ggi.L,hi:{‘fg&d/?rubuédw'//lg{/'
L Lurd ot et BPR S U PSS A L g ST e gt (S U E Sl
G:b/d/bﬁ't;u’//u%}“/‘iU)JQ;?'A'&/{,:L//}’d/‘u:a'/‘lg/‘ﬁg"éU/;ClL/(:alg,«l:/“;’."ﬁr'_:/’}"’U’AT/.fufﬂ}’uz’ﬁ;(d:/'u’%.iuft'a(g.}}
u'//lg;/)'KJiLc«lplkﬂ'@b*u:ﬂ‘/?fL){.:/}GuiL}i”{ﬂmu’/pz(»lué/wr’gnaL'Lajdﬂ;',.«g{u}’u:?lic.g:&j%ccL’}/:C_;/(/i-ujd'lf?c«yf
LB M A G 2SS 32t L Ui S bl bl PGy Sl 3 B e 378 e e
Jﬂug,‘u (}JﬁLijﬁ&ﬁ/;,@'/ﬁL &L sitis il )fu:’,,{ o~ u}ff’:ig d/“.y: d/fd‘z _,/:’/? C}/L =Ty d/ln;% = _‘/céﬂf&;ﬁ
g?bﬂ&ﬂ&%ﬂu{jﬁa&@nﬁ%ﬁ&ﬂzf. “U?JMLEPMJ Ik ug)?u:/’lé:':f—)}V/]&JL@JQ}@)ULQU@:L/Q’LUL’?/g
AT P U2 1% D46 T 203636, £2020-21J - Sust /ST L d Sete Gl oo 5 4y o 5
_‘aédtﬂ(}/.&ziph,@mﬁﬁg‘f/]

él}u@vj

Gun P e s Loy U S0 U PSS Sl s s S35 S L st L A9- s um Ll B Sozs, £ =321

& 2760.104201 9&’3&:/‘/3341%,}@:‘773.2&»‘/93@u:zozodt/ﬁLJu?di/imu:dwmwwwﬁf'gpcm S
S (AL e Jomiye 50L i GG 5/0.82042019 S & 10.80U£ 2020004 L AST-amliadit TS

27380 FEL0 IS 16% U b4 T v o Sl S s 2 S T L S 13.25% e 5Py St 2 af
Uz TSI s T a2 e 126 42 5137.3% L2 dus (o BTt PSSP Pt
u:g,,TJ,J,y/Jc.pJ(m,{u:);;tffu@ng:ﬁfﬂnf&%&f”jg{éﬁﬂ:@mJf&f&/@mg;%u&108.6.:»#&
S L 194t 35140 335 2%t Db AL e tbe o § i oIt A S (e 6T% 15,8
u:dVJ'/;«’;'LQJJJE‘L’;LQ&Q}’};.gﬁ'ﬂiu'K3.2%J/u:c«lg’j'é_’_fu(ug,]d:calg'ﬁéi.ﬂg(j{:;éc«l.ba’:éc,
NI

kel LAY e Pl £ PG M e s 1S 2 A e S G a2 T s S 2
2SIV 23 1% U I EE Suebme2m ug A1y 3 e S0 ot s A5 s s 28 Gnd
AL b2 J U S L A S W pEINPL) b2 J U6 - s 12.36 So e s 10,03 B1Z Lty
b eani b JEI e B U U pd £ 23 sy £ s P \F13.6% LUt o e 10% Ut z2
St §T e SOt U i L L S re i b L Ut JJ6 24581 o LU B
el S Bact e Uk it ST G i it En

Pak China Investment Company Limited “



\\ ANNUAL REPORT 2020
PAKCHINA

INVESTVIENT COMPANY LIMITED

Annual Statement of Internal Controls 2020

Aninternal control system is a set of procedures and activities designed to identify and mitigate the risk in processes
and operations in order to support the overall business objectives of the Company. It is the responsibility of the
Company’s management to establish an internal control system to maintain an adequate and effective internal
control environment on an ongoing basis.

The Management of Pak China Investment Company Limited assumes full responsibility for establishing and
maintaining an adequate and effective system of internal controls throughout the company that provides reasonable
assurance regarding the reliability of financial reporting. Management understands that the effective maintenance
of the Internal Controls System is an ongoing process under the ownership of the management. All significant
policies and procedural manuals are in place; and the review, revision, and improvement to keep them updated to
cope with latest challenges is actively pursued by the management.

The management of PCICL, has adopted the internationally accepted COSO Integrated Framework, in accordance
with the guidelines on Internal Controls from State Bank of Pakistan and has completed all stages of Internal Control
over Financial Reporting (ICFR). Internal Audit conducts audit of relevant activities and processes to evaluate the
effectiveness of the control environment throughout the Company.

The Company follows the SBP's instructions on Internal Controls over Financial Reporting (ICFR) and has complied
with the SBP’s stage wise implementation roadmap. As part of this exercise, the Company has documented a
comprehensive ICFR Framework which has been approved by the Board of Directors. The Company’s external
auditors are engaged annually to provide a Long Form Report on ICFR, which is submitted to the SBP within the
required timelines. During the year, the Company conducted testing of financial reporting controls for ensuring the
effectiveness of ICFR in the last quarter of 2020.

Based upon the results achieved from reviews and audits conducted during the year, management considers that
the existing Internal Control System is adequate and is being effectively implemented and monitored, though room
for improvement always exists.

During the year under review, PCICL endeavored to follow the guidelines issued by the SBP on internal controls,
for evaluation and management of significant risks, and will continue to endeavor for further improvements in
the Internal Controls System. While an Internal Controls System will be effectively implemented and monitored,
however, due to inherent limitations, the Internal Controls System is designed to manage rather than eliminate the
risks of failure to achieve desired objectives, and can only provide reasonable but not absolute assurance against
material misstatement or loss.

The Board of Directors of PCICL is ultimately responsible for ensuring that an adequate and effective Internal
Control System exists in the Company and endorses the above management evaluation.

Y752

Wang Baojun

Chief Finantial Officer Managing Director

Pak China Investment Co. Ltd. Pak China Investment Co. Ltd.
30 March 2021

Islamabad
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Review Report on Statement of Compliance
- Code of Corporate Governance (CCG)

Independent Auditors’ Review Report
To the members of Pak China Investment Company Limited

Review Report on the Statement of Compliance contained in Listed Companies (Code of Corporate Governance)
Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2019 (the Regulations) prepared by the Board of Directors of Pak China Investment
Company Limited for the year ended 31 December 2020, to voluntarily comply with the requirements of regulation
36 of the Regulation.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our
responsibility is to review whether the Statement of Compliance reflects the status of the Company’s compliance
with the provisions of the Regulations and report if it does not and to highlight any non-compliance with the
requirements of the Regulations. A review is limited primarily to inquiries of the Company’s personnel and review of
various documents prepared by the Company to comply with the Regulations.

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

The Regulations require the Company to place before the Audit Committee, and upon recommendation of the
Audit Committee, place before the Board of Directors for their review and approval, its related party transactions.
We are only required and have ensured compliance of this requirement to the extent of the approval of the related
party transactions by the Board of Directors upon recommendation of the Audit Committee.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance
does not appropriately reflect the Company's compliance, in all material respects, with the requirements contained
in the Regulations as applicable to the Company for the year ended 31 December 2020.

—@’MW\« \

EY Ford Rhodes
Chartered Accountants

Place: Islamabad
31 March 2021

Pak China Investment Company Limited
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Statement of Compliance with CCG

Statement of Compliance with the Applicable Clauses of Listed Companies (Code of Corporate
Governance) Regulations, 2019

Name of the Company: Pak China Investment Company Limited
Year ending: 31 December, 2020

This Statement of Compliance (the Statement) is being presented to comply with the requirements of the Listed
Companies (Code of Corporate Governance) Regulations, 2019 (hereinafter called "the Regulations"), issued by
the Securities and Exchange Commission of Pakistan (SECP), voluntarily adopted by the Company to follow the
best practices on corporate governance, under the Prudential Regulations issued by the State Bank of Pakistan
(SBP). SBP has, vide BPRD Circular No. 14 of 2016, however, instructed Development Financial Institutions
(DFls) established as Joint Venture Companies, including the Company, to continue to ensure compliance with all
provisions of Prudential Regulations in respect of Corporate Governance as long as any provision thereof does not
conflict with any provision of their Joint Venture Agreements.

The Company has complied with the requirements of the Regulations in the following manner:

1. The total number of Directors are 4 as per the following:

Category Number of Directors*

A Male Director 3

B Female Director 1

2. The Composition of the Board is as follows:

Independent Directors* -

Non-Executive Directors Mr. Noor Ahmed (Nominee Government of Pakistan)

Ms. Wang Li

Mr. Zuo Kun
Executive Directors Mr. Wang Baojun
Female Director Ms. Wang Li

*The Joint Venture Agreement (JVA), dated 18 July 2007 under which the Company has been established, requires
that the Board of Directors (the Board) shall consist of six (6) members, to be appointed equally by respective
shareholders. Accordingly, the Company is not required to appoint any independent director. Further, the Regulations
require that the chairman of the Audit Committee and Human Resource Committee should be an independent
director. As explained above, the Company does not have independent directors on its Board of Directors, therefore
the Company cannot appoint independent director as Chairman of the Audit Committee and Human Resource
Committee.

Pak China Investment Company Limited
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The Directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this Company.

The Company has prepared a code of conduct and has ensured that appropriate steps have been taken to
disseminate it throughout the Company along with its supporting policies and procedures.

The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the
Company. The Board has ensured that complete record of particulars of the significant polices along with their
date of approval or updating is maintained by the Company.

All the powers of the Board have been duly exercised and decisions on relevant matters have been taken
by Board / shareholders as empowered by the relevant provisions of the Companies Act, 2017 and the
Regulations.

The meetings of the Board were presided by Vice Chairman (the director elected by the Board for this purpose),
as the office of Chairman remained vacant during the year. The Board has complied with the requirements of
Companies Act, 2017 and the Regulations with respect to frequency, recording and circulating minutes of
meetings of Board.

The Board has a formal policy and transparent procedures for remuneration of Directors in accordance with
the Companies Act, 2017 and the Regulations.

The Board has arranged Directors’ Training program for none of the directors, during the year. Only one (1)
director have obtained certification, as of December 31, 2020. The training for remaining directors could
not be arranged, during the year, mainly due to health and safety measures prescribed by Government
of Pakistan to combat impact of Covid-19 pandemic. The Company intends to fulfill this requirement in
Financial Year 2021.

The Board has approved appointment of Chief Financial Officer, Company Secretary and Head of Internal
Audit, including their remuneration and terms and conditions of employment and complied with the relevant
requirements of the Regulations.

Chief Financial Officer and Chief Executive Office duly endorsed the financial statements before approval of
the Board.

The Board has formed committees comprising of members given below:

Name of Chairman / Members

Mr. Noor Ahmed Chairman
Audit Committee Ms. Wang Li Member
Mr. Zuo Kun Member
Mr. Noor Ahmed Chairman
HR Committee Ms. Wang Li Member
Mr. Zuo Kun Member
Mr. Noor Ahmed Chairman
Risk Management Committee Mr. Wang Baojun Member
Ms. Wang Li Member

The terms of reference of the aforesaid committees have been formed, documented and advised to the

committees for compliance.

Pak China Investment Company Limited
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The frequency of meetings of the committees were as following:

Name of Committee Number of Number of
Meetings held Meetings required

Board Audit Committee (BAC) 4 Quarterly

Board Human Resource and

Remuneration Committee (BHR&RC) 2 As and when required

Board Risk Management Committee (BRMC) 2 Quarterly

The Board has set up an effective Internal Audit function, who are considered suitably qualified and experienced
for the purpose and are conversant with the policies and procedures of the Company.

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the
quality control review program of the Institute of Chartered Accountants of Pakistan and registered with Audit
Oversight Board of Pakistan, that they or any of the partners of the firm are in compliance with International
Federation of Accountants guidelines on code of ethics as adopted by the Institute of Chartered Accountants
of Pakistan and that they and the partners of the firm involved in the audit are not close relative (spouses,
parent, dependent and non-dependent children) of the Chief Executive Officer, Chief Financial Officer, Head
of Internal Audit, Company Secretary or Director of the Company.

The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the Companies Act, 2017, the Regulations or any other regulatory requirement and
the auditors have confirmed that they have observed IFAC guidelines in this regard.

We confirm that all other requirements of the Regulations 3, 7, 8,27, 32, 33 and 36 of the Regulations have
been complied with.

Explanations for Non-Compliance with regulations other than 3, 6, 7, 8, 27, 32, 33 and 36 are given below:
i. Non-Compliance with Regulation 9 (Appointment of Chairman of the Board)

The Company is required to appoint Chairman of the Board of Directors and Deputy Managing Director.
Government of Pakistan, who is entitled to appoint Chairman of Board and Deputy Managing Director, are
finding suitable candidate for the post.

ii. Non-Compliance with Regulation 19 (Directors’ Trainings)

The directors were not available due to lock down situation in Pakistan after break-out of Covid-19
pandemic; accordingly, the Company could not comply with the above requirement.

52
Managing Director/Vice Chairman
Dated: 30-03-2021
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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 2020, the statement of profit or loss, the
statement of comprehensive income, the statement of changes in equity, the statement of cash flows 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, the statement of profit or loss, statement of comprehensive income, the statement of changes in
equity and the statement of cash flows 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 2020 and of the profit, other 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.

Information Other than the Financial Statements and Auditors' Report Thereon

Management is responsible for the other information. The other information comprises the Annual Report but does
not include the financial statements and our auditors' report thereon.

Our opinion on the financial statements does not cover the other information and we will not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above when it becomes available and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

If, based on the work we have performed on the other information obtained prior to the date of this auditors' report,
we conclude that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

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

Pak China Investment Company Limited
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(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 judgment and maintain
professional skepticism throughout the audit. We also:

e |dentify 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

e 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.

e 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.

Pak China Investment Company Limited
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Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

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

b) The statement of financial position, the statement of profit or loss, the statement of comprehensive income,
the statement of changes in equity and the statement of cash flows 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;

c) Investments made, expenditure incurred and guarantees extended during the year were for the purpose of the
Company'’s business; and

d) No Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

Other Matter

The financial statements of the Bank for the year ended 31 December 2019 were audited by another firm of
chartered accountants who expressed an unmodified opinion thereon in the audit report dated 03 April 2020.

The engagement partner on the audit resulting in this independent auditors' report is Mr. Ahsan Shahzad.

_@’NM \

Chartered Accountants

Place: Islamabad
Date: 31 March 2021

Pak China Investment Company Limited
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Statement of Financial Position

As at 31 December 2020
Note 2020 2019
———————————————— Rupees----------------

ASSETS
Cash and balances with treasury banks 5 2,223,116,872 3,176,193,182
Balances with other banks 6 35,230,054 878,417,860
Lendings to financial institutions 7 1,149,985,152 -
Investments 8 15,657,891,368 19,241,495,724
Advances 9 11,550,098,344 9,291,201,472
Fixed assets 10 233,362,516 276,895,029
Intangible assets 11 494736 784,906
Deferred tax assets 12 105,401,492 52,515,699
Other assets 13 453,464,171 482,688,277

31,409,044,705 33,400,192,149
LIABILITIES
Bills payable - -
Borrowings 14 12,902,913,838 16,119,292,987
Deposits and other accounts 15 512,400,000 -
Liabilities against assets subject to finance lease - -
Subordinated debt - -
Deferred tax liabilities - -
Other liabilities 16 511,476,256 648,887,229

13,926,790,094 16,768,180,216
NET ASSETS 17,482,254,611 16,632,011,933
REPRESENTED BY
Share capital 17 9,696,637,540 9,696,637,540
Advance against issue of shares 18 9,881,237 9,881,237
Statutory reserve 1,538,966,655 1,384,606,471
Surplus on revaluation of assets 19 83,193,433 4,751,677
Unappropriated profit 6,153,575,746 5,536,135,008

17,482,254,611 16,632,011,933
CONTINGENCIES AND COMMITMENTS 20

The annexed notes 1 to 44 form an integral part of these financial statements.
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Profit and Loss Account
For the year ended 31 December 2020

Note
MARK-UP/ RETURN/ INTEREST EARNED 21
MARK-UP/ RETURN/ INTEREST EXPENSED 22

Net mark-up/ interest income

NON MARK-UP/INTEREST INCOME

Fee and commission income 23
Dividend income

Foreign exchange income

Income / (loss) from derivatives

Gain on securities 24
Other income 25

Total non-markup/ interest income

Share in profit of associated companies
Total income

NON MARK-UP/INTEREST EXPENSES

Operating expenses 26
Workers welfare fund
Other charges 27

Total non-markup / interest expenses

Profit before provisions
Provisions and write offs - net 28
Extra ordinary / unusual items

PROFIT BEFORE TAXATION

Taxation 29
PROFIT AFTER TAXATION

Basic and diluted earnings per share 30

ANNUAL REPORT 2020

2020 2019
———————————————— Rupees----------------
3,204,977,386 2,486,987,715

(1,765,751,729) (774,009,756)
1,439,225,657 1,712,977,959

97,448,314 70,969,282

6,000,000 =

56,924,623 172,723,205

110,731,039 2,139,884
13,227,272 17,055,605
284,331,248 262,887,976

51,573,136 38,133,674

1,775,130,041 2,013,999,609
491,725,224 476,329,582

30,000 =

491,755,224 476,329,582
1,283,374,817 1,537,670,027
116,889,809 471,913,510
1,166,485,008 1,065,756,517
393,282,101 305,664,339
773,202,907 760,092,178
0.80 0.82

The annexed notes 1 to 44 form an integral part of these financial statements.
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INVESTIENT COMPANY LIMITED

Statement of Comprehensive Income

For the year ended 31 December 2020

Profit after taxation for the year

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 tax

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

Net change in fair value of available-for-sale securities - net of tax
Company'’s share of equity accounted investees’ OCI:

Available-for-sale securities financial assets - Net change
in fair value - net of tax

TOTAL COMPREHENSIVE INCOME

2020 2019
———————————————— Rupees----------------

773,202,907 760,092,178
(1,531,100) (891,806)
151,900 (374,150)
(22,785) 56,123
129,115 (318,027)
78,327,558 (78,618,671)
114,198 329,202
78,441,756 (78,289,469)
850,242,678 680,592,876

The annexed notes 1 to 44 form an integral part of these financial statements.
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Director
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Chief Financial Officer
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Cash Flow Statement

As at 31 December 2020 Note 2020 2019
———————————————— Rupees----------------
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 1,166,485,008 1,065,756,517
Less: Share in profit of associated companies (51,573,136) (38,133,674)
Dividend income (6,000,000) -
1,108,911,872 1,027,622,843
Adjustments for:
Depreciation 26 49,803,769 33,656,060
Amortization 26 290,170 192,956
Provision for gratuity 15,558,359 15,528,292
Provision against non-performing loans and advances 28 63,052,019 198,284,527
Provision for diminution in the value of investments - -
Impairment loss on investment in associate and
available-for-sale investments 28 53,837,790 273,628,983
Gain on sale of fixed assets (809,603) (5,554,762)
Un-realized gain for held for trading securities 24.2 (49,218,765) -
Interest expense on lease liability 5,971,436 8,263,936
Exchange gain (56,924,623) (172,723,205)
81,560,552 351,276,787
1,190,472,424 1,378,899,630
(Increase) / Decrease in operating assets
Lendings to financial institutions (1,149,985,152) -
Advances (2,321,948,891) (1,869,298,228)
Others assets (excluding advance taxation) 60,896,000 (136,525,027)
(3,411,038,043) (2,005,823,255)
(Decrease) / Increase in operating liabilities
Borrowings from financial institutions (3,216,379,149) 11,938,610,166
Deposits 512,400,000 -
Others liabilities (excluding current taxation) (134,238,540) 436,703,649
(2,838,217,689) 12,375,313,815
Contribution to plan assets (13,795,680) (26,580,193)
Income tax paid (500,526,236) (334,915,535)
Net cash flow (used in) / from operating activities (5,573,105,224) 11,386,894,462
CASH FLOW FROM INVESTING ACTIVITIES
Investment realized / (used in) during the period - net 5,866,951,139 (9,999,768,210)
Investment in associate (89,376,000) (100,720,000)
Dividend received 15,426,500 9,187,500
Capital expenditure (6,110,441) (123,958,817)
Proceeds from sale of fixed assets 816,923 5,569,930
Net cash flow from / (used in) from investing activities 5,787,708,121 (10,209,689,597)
CASH FLOW FROM FINANCING ACTIVITIES
Issue of share capital - 580,237,540
Advance for issue of share - 9,881,237
Lease payments (37,584,721) (34,672,953)
Net cash flow (used in) / from financing activities (37,584,721) 555,445,824
Effects of exchange rate changes on cash and cash equivalents 56,924,623 172,723,205
Increase in cash and cash equivalents 233,942,799 1,905,373,894
Cash and cash equivalents at beginning of the year 2,024,404,127 119,030,233
Cash and cash equivalents at end of the year 31 2,258,346,926 2,024,404,127

The annexed notes 1 to 44 form an integral part of these financial statements.
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Managing Director Director Director Chief FlnanC|aI Officer

e

Pak China Investment Company Limited



\\ ANNUAL REPORT 2020
PAKCHINA

INVESTVMENT COMPANY LIMITED

Notes to the Financial Statements
For the year ended 31 December 2020

1 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 10 January 2008.

2 BASIS OF PRESENTATION

These financial statements have been presented in accordance with the format prescribed by SBP's BPRD
Circular No. 2 dated 25 January 2018.

21 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.

The State Bank of Pakistan has deferred the applicability of International Accounting Standard (IAS) 39,
‘Financial Instruments: Recognition and Measurement’ and IAS 40, ‘Investment Property’ for Banking
Companies through BSD Circular No. 10 dated 26 August 2002. The Securities and Exchange Commission
of Pakistan (SECP) has deferred applicability of IFRS-7 “Financial Instruments: Disclosures” on banks
through S.R.O 411(1) /2008 dated 28 April 2008. Accordingly, the requirements of these standards
have not been considered in the preparation of these financial statements. Additionally, as the SBP has
deferred the applicability of IFRS 9 to banks to accounting periods beginning on or after 01 January 2021,
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 01
January 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 January 2018, ‘Revised Forms
of Annual Financial Statements’, effective from the accounting year ended 31 December 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,

Pak China Investment Company Limited




~—h

PAKCHINA

INVESTVIENT COMPANY LIMITED

ANNUAL REPORT 2020 y

Notes to the Financial Statements
For the year ended 31 December 2020

22

segment information disclosed in these financial statements is based on the requirements laid down by
the SBP.

The SBP has prescribed format of financial statements for Banks / DFI's vide BPRD Circular 02 of 2018,
therefore, requirements of the Fifth Schedule 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 have
become effective in the current year.

The accounting policies adopted in the preparation of these financial statements are consistent with those
of the previous financial year, except forimpact of adoption of new standard, and amendments to following
standards, as described below:

IFRS 3: ‘Business Combinations - Definition of a Business (amendments)

The IASB issued amendments to the definition of a business in IFRS 3 Business Combinations to help
entities determine whether an acquired set of activities and assets is a business or not. They clarify the
minimum requirements for a business, remove the assessment of whether market participants are capable
of replacing any missing elements, add guidance to help entities assess whether an acquired process is
substantive, narrow the definitions of a business and of outputs, and introduce an optional fair value
concentration test. New illustrative examples were provided along with the amendments.

IAS 1 & IAS 8: Presentation of Financial Statements & Accounting Policies, Changes in Accounting
Estimates and Errors: Definition of Material, to clarify the definition of material and its alignment with the
definition used in the Conceptual Framework (amendments)

In October 2018, the IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 8
to align the definition of ‘material’ across the standards and to clarify certain aspects of the definition. The
new definition states that, 'Information is material if omitting, misstating or obscuring it could reasonably
be expected to influence decisions that the primary users of general purpose financial statements make
on the basis of those financial statements, which provide financial information about a specific reporting
entity. The amendments clarify that materiality will depend on the nature or magnitude of information,
or both. An entity will need to assess whether the information, either individually or in combination with
other information, is material in the context of the financial statements.

IFRS 16: Covid-19-Related Rent Concessions (Amendment to IFRS 16)

In May 2020, the IASB amended IFRS 16 to provide relief to lessees from applying the IFRS 16 guidance
on lease modifications to rent concessions arising as a direct consequence of the covid-19 pandemic. The
amendment does not apply to lessors. As a practical expedient, a lessee may elect not to assess whether
a covid-19 related rent concession from a lessor is a lease modification. A lessee that makes this election
accounts for any change in lease payments resulting from the covid-19 related rent concession the same
way it would account for the change under IFRS 16, if the change were not a lease modification.

IFRS 14: Regulatory Deferral Accounts - Original issue

IFRS 14 Regulatory Deferral Accounts permits an entity which is a first-time adopter of International
Financial Reporting Standards to continue to account, with some limited changes, for ‘regulatory deferral
account balances’ in accordance with its previous GAAP, both on initial adoption of IFRS and in subsequent
financial statements. Regulatory deferral account balances, and movements in them, are presented
separately in the statement of financial position and statement of profit or loss and other comprehensive

income, and specific disclosures are required.
Pak China Investment Company Limited
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2.3

Pak China Investment Company Limited

The adoption of the above standard and amendments to accounting standards did not have any material
effect on the financial statement.

The IASB has also issued the revised Conceptual Framework for Financial Reporting (the Conceptual
Framework) in March 2018 which is effective for annual periods beginning on or after 01 January 2020 for
preparers of financial statements who develop accounting policies based on the Conceptual Framework.
The revised Conceptual Framework is not a standard, and none of the concepts override those in any
standard or any requirements in a standard. The purpose of the Conceptual Framework is to assist IASB
in developing standards, to help preparers develop consistent accounting policies if there is no applicable
standard in place and to assist all parties to understand and interpret the standards.

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 2021.

Standards Effective date (annual
periods beginning on or after)

IFRS 9 Financial Instruments - original 01 January 2021
IFRS 7 & Interest Rate Benchmark Reform - Phase 2 - Amendments 01 January 2021
IFRS 9 to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16

IFRS 3 Business Combinations - The amendment updates a 01 January 2022

reference in IFRS 3 to the Conceptual Framework for
Financial Reporting without changing the accounting
requirements for business combinations.

IAS 16 Property, plant and equipment - Amendment to clarify 01 January 2022

the prohibition on an entity from deducting from the cost
of an item of property, plant and equipment any proceeds
from selling items produced while bringing that asset to
the location and condition necessary for it to be capable of
operating in the manner intended by management. Instead,
an entity recognizes the proceeds from selling such items,
and the cost of producing those items, in profit or loss.

IAS 37 Provisions, Contingent Liabilities and Contingent Assets 01 January 2022
to specify which costs an entity needs to include when
assessing whether a contract is onerous or loss-making.

IAS 1 Presentation of Financial Statements to clarify how to 01 January 2023
classify debt and other liabilities as current or non-current.

IFRS 10 & Consolidated Financial Statements & Investment in Not yet finalized

IAS 28 Associates and Joint Ventures - Sale or Contribution of

Assets between an Investor and its Associate or Joint
Venture - (Amendment)
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The Company expects that the adoption of the above standards and amendments will have no material
effect on the Company’s financial statements except for the impact of adoption of IFRS 9 (refer to note
2.4 below).

In addition to the above new standards and amendments to standards, improvements to various
accounting standards (under the annual improvements 2018 - 2020 cycle) have also been issued by the
IASB in May 2020. Such improvements are generally effective for accounting periods beginning on or after
01 January 2022.

IFRS9  Financial Instruments: Fees in the '10 percent’ test for de-recognition of financial liabilities - The
amendment clarifies the fees that an entity includes when assessing whether the terms of a new
or modified financial liability are substantially different from the terms of the original financial
liability. These fees include only those paid or received between the borrower and the lender,
including fees paid or received by either the borrower or lender on the other’s behalf. There is no
similar amendment proposed for IAS 39.

IFRS 16 Leases: Lease incentives - The amendment removes the illustration of payments from the lessor
relating to leasehold improvements in lllustrative Example 13 accompanying IFRS 16. This
removes potential confusion regarding the treatment of lease incentives when applying IFRS 16.

IAS41  Agriculture: Taxation in fair value measurements - The amendment removes the requirement
in paragraph 22 of IAS 41 that entities exclude cash flows for taxation when measuring the fair
value of assets within the scope of IAS 41.

The Company expects that the adoption of the above improvements will have no material effect on the
company'’s financial statements, in the period of initial application.

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

IFRS1  First-time Adoption of International Financial Reporting Standards 01 July 2004
IFRS 17 Insurance Contracts 01 January 2023

The Company expects that the adoption of the above standards will have no material effect on the
Company'’s financial statements, in the period of initial application.

IFRS 9 Financial Instruments

IFRS 9 ‘Financial Instruments’ - SBP vide its BPRD Circular No. 04 of 2019 dated 23 October 2019 directed
the banks/DFI’s in Pakistan to implement IFRS 9 with effect from 01 January 2021. IFRS 9 replaces the
existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 includes revised
guidance on the classification and measurement of financial instruments, a new expected credit loss model
for calculating impairment on financial assets, and new general hedge accounting requirements. It also
carries forward the guidance on recognition and derecognition of financial instruments from IAS 39. The
Company has calculated the impact of adoption of IFRS 9 on the financial statement of the Company on
the date of initial application, which will be finalized post issuance of IFRS 9 guidelines from SBP.

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 in associates which are stated measured by applying equity accounting.

Pak China Investment Company Limited
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3.1
311

3.1.2

3.1.3

3.14

3.1.5

3.1.6

3.1.7

Pak China Investment Company Limited

Critical accounting estimates and judgments
Provision against non-performing loans and advances (note 9)

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.

Till 31 December 2019, the Company was maintaining general provision against its portfolio of loans and
advances at the rate of 2% of its non-classified portfolio. During the year, the Company has revised the rate
of general provision to 1.5%. This change resulted in reduction in general provision by Rs. 54.97 million in
profit and loss account of the current year, with profit after tax increasing by Rs.39.03 million.

Classification / valuation of investments (note 8)
For classification / valuation of investments, the Company follows the guidance provided in SBP circulars.
Impairment of investments (note 8)

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 investments in associates, on annual basis, for identification of indicators of
impairment and, if such indicators exists, estimate of recoverable value is made to determine the amount
of impairment.

Provision for income taxes (notes 12 and 29)

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/ right of use assets (note 10)

The Company reviews the useful lives and residual value of fixed assets/ right of use assets on a regular basis. Any
change in estimates in future years might affect the carrying amounts of the respective items of fixed assets/
right of use assets, with a corresponding effect on the depreciation charge/ amortization and impairment.

Contingencies (note 20)

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 (note 16)

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

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 that are highly liquid and readily convertible to known amounts of cash
and subject to an insignificant risk of changes in value.

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.

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 under
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, excluding investments in associates, are classified as held to maturity,
available-for-sale or held-for-sale.

Pak China Investment Company Limited
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Investment in associates

Interests in equity-accounted investees: The Company'’s interests in equity-accounted investees comprise
of interests in associate . Associates are those entities in which the Company has significant influence, but
not control over the financial and operating policies.

Interests in associates are accounted for using the equity method. They are initially recognized 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.

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.

Held-For-Trading

These are securities included in a portfolio in which a pattern of short-term trading exists, or which are
acquired for generating a profit from short-term fluctuations in market prices or interest rate movements.

Initial measurement

All regular way purchases and sales of investments are recognized on the trade date i.e., the date that the
Company 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 original recorded amounts less any subsequent impairment loss, if any, in accordance
with the requirements prescribed by the State Bank of Pakistan through various circulars.

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 securities are valued at the lower of cost and break-up value The break-up value of these
securities is calculated with reference to the net 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.
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4.5

4.6

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.

Held-For-Trading

Investments classified as held-for-trading are subsequently measured at fair value. Any unrealized surplus
/ deficit arising on revaluation is taken to the profit and loss account.

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 Company 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.

Owing to the impact of Covid - 19 on economic activity, several business segments of economy were
impacted by the pandemic. Therefore, certain borrowers of the Company have availed the SBP enabled
deferment / restructuring and rescheduling. However, the full potential effect of the economic stress is
difficult to predict given the uncertain economic environment. Hence, the management estimates that it is
appropriate to maintain an additional specific provision on the funded advance on the basis of subjective
evaluation. The management is also maintaining 1.5% (2019: 2%) general provision against performing
loans and advances.

Operating fixed assets
Property and equipment

These are stated at cost less accumulated depreciation and impairment, if any, except for freehold 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.

Pak China Investment Company Limited
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4.8

Pak China Investment Company Limited

Intangible assets

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

Impairment
Impairment of available for sale equity investments

Available for sale quoted equity 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 price.

Impairment in non-financial assets (excluding 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.

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

The Company applies a single recognition and measurement approach for all leases, unless the lease term
is 1 year or less or the lease contains a low-value asset.

Where the Company is Lessee:
Right-of-use assets

The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities recognized, initial direct costs incurred, and lease
payments made at or before the commencement date less any lease incentives received. Right-of-use
assets are depreciated on a straight-line basis over the shorter of the lease term and the estimated useful
lives of the assets. The right-of-use assets are also subject to impairment.

Lease liability

At the commencement date of the lease, the Company recognizes lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The
lease payments also include the exercise price of a purchase option reasonably certain to be exercised by
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4.10

4.11

the Company and payments of penalties for terminating a lease, if the lease term reflects the Company
exercising the option to terminate. The variable lease payments that do not depend on an index or a rate
are recognized as expense in the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses the incremental borrowing rate at
the lease commencement date if the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a change in the in-substance fixed lease payments or a
change in the assessment to purchase the underlying asset.

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 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) to 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. Provision for guarantee claims and other off balance
sheet obligations is recognized when intimated and reasonable certainty exists to settle the obligations.
Expected recoveries are recognized by debiting customer accounts. Charge to unconsolidated profit and
loss account is stated net off expected recoveries.

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

Pak China Investment Company Limited
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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.
412  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 2020. The present
value of the obligation is determined by discounting the estimated future cash outflows, using interest
rates of high quality 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-measurements are not reclassified to profit or
loss in subsequent periods.

Past service costs are recognized in profit or loss at the earlier of:
- he 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;

- 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.

Pak China Investment Company Limited
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4.14

4.15

4.16

4.17

4.18

Foreign currency transactions

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 liabilities

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 simultaneously.

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 3.1.

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 shareholders, 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 Banking & SME

Corporate Banking & SME includes services provided in connection with funded & non-funded facilities.

Pak China Investment Company Limited
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(b) Investment Banking

Investment Banking includes services provided in connection with mergers & acquisitions, privatization
and the underwriting / arrangement of debt and equity instruments through syndications, Initial Public
Offerings and private placements.

(c) Treasury

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

(d) Head Office
Head Office 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 2020 2019
———————————————— Rupees----------------
5 CASH AND BALANCES WITH TREASURY BANKS
In hand
Local currency 2,735 50,000
With State Bank of Pakistan in
Local currency current account 5.1 36,401,019 9,625,815
With National Bank of Pakistan in
Local currency current account 358,887 373,452
Local currency deposit account - 2,000,000,000
Foreign currency current account 172,071 -
Foreign currency deposit account 52 2,186,182,160 1,166,143,915
2,223,116,872 3,176,193,182
5.1 This also includes the minimum cash reserve required to be maintained with SBP, in accordance with the
requirements of DMMD Circular No. 21 dated 5 October 2012.
52 This represents a foreign currency term deposit of USD 13,732,300 (2019: USD 7,530,797) carrying
mark-up rate of 0.40% (2019: 4.75%) per annum and will mature on 21 March 2021.
Note 2020 2019
---------------- Rupees----------------
6 BALANCES WITH OTHER BANKS
In Pakistan
In deposit account - Local currency 6.1 31,485,761 14,066,354
In current account - Local currency 3,443,212 -
In deposit account - Foreign currency - 864,063,000
In current account - Foreign currency 301,081 288,506
35,230,054 878,417,860

6.1 These carry interest at rates ranging from 2.75% to 5.51% (2019 :

7.01% to 11.25%) per annum.

Pak China Investment Company Limited
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Note 2020 2019

7 LENDINGS TO FINANCIAL INSTITUTIONS
Repurchase agreement lending (reverse repo) 71 1,149,985,152 -

7.1 This is secured against underlying Government securities and carries mark-up at a rate of 6.50% (2019:

Nil) per annum and will mature on 04 January 2021.

2020 2019
---------------- Rupees----------------
7.2 Particulars of lending
In local currency 1,149,985,152 -

7.3 Security held as collateral against lendings to

financial institutions

2020 2019
(Rupees) (Rupees)
Held by Further given Total Held by Further given Tate]
Company as collateral Company as collateral

Market Treasury Bills 1,149,985,152 - 1,149,985,152

Pak China Investment Company Limited
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8.3.2

8.4

Particulars of provision against debt securities

2020 2019
(Rupees)
NPI Provision NPI Provision
Domestic
Other assets especially mentioned - - -
Substandard - - -
Doubtful - - - -
Loss 369,434,062 369,434,062 369,434,062 369,434,062
Total 369,434,062 369,434,062 369,434,062 369,434,062

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 equity 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 exchange
bearer certificates and documents of similar nature, issued by the Government of Pakistan or any other
agency authorized by the Government of Pakistan. The registered address of PSX is Stock Exchange
Building, Stock Exchange Road. Karachi - 74000 Pakistan.

The reconciliation of carrying amount is as follows:

2020 2019
---------------- Rupees----------------
Purchase of ordinary shares 1,122,067,240 1,122,067,240
Opening balance 730,505,114 969,610,517
Share of profit for the year 17,015,900 7,038,200
Share of other comprehensive income / (loss) 286,250 33,200
Impairment (53,837,790) (246,176,803)
Closing balance 693,969,474 730,505,114
Share of other comprehensive income
Unrealized gain on available for sale securities - net of tax 151,200 407,350
Actuarial gain / (loss) of employee gratuity fund
of associate - net of tax 134,350 (374,150)
286,250 33,200

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 2020, adjusted for
difference in accounting policies in respect of revaluation of fixed assets. The financial year-end of PSX is

30 June.
Pak China Investment Company Limited
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2020 2019
---------------- Rupees----------------
Percentage of ownership (%) 5% 5%
Total assets 11,266,420,000 10,206,282,000
Total liabilities 2,746,859,000 2,032,764,000
Net assets 8,519,561,000 8,173,518,000
Company’s share of net assets (5%) 425,978,050 408,675,900
Excess of cost over net assets at the date of investment 721,082,490 721,082,490
Impairment loss (453,091,066) (399,253,276)
Carrying amount of interest in associates 693,969,474 730,505,114
Net income 1,127,124,000 965,970,000
Profit after tax (100%) 340,318,000 140,764,000
Company'’s share of net profit for the year (5%) 17,015,900 7,038,200
Other Comprehensive Income (OClI):
- Profit/ (loss) on re-measurement of defined
benefit liability 3,038,000 (7,483,000)
- change in surplus on revaluation of available-for-sale

investments 2,687,000 8,147,000
Total OCI (100%) 5,725,000 664,000
Company’s share of OCI (5%) 286,250 33,200

The market value of PSX as at 31 December 2020 was Rs. 14.82 per share, which is below the current
carrying price per share of Rs. 28. 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 31 December 2020. The recoverable amount for equity investment in PSX is based on
value-in-use calculations which require the use of assumptions. The cash flow projections used in the
calculations are based on financial projections covering a five-year period. Cash flows beyond the five year
period are extrapolated using estimated growth rates. The assessment resulted in impairment loss of Rs
53,837,790 (2019: Rs 246,176,803) charged to profit or loss.

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

2020 2019
Terminal value growth rate (%) 4.4% 3.3%
Discount rate (%) 9.77% 17.90%
Budgeted EBITDA growth rate (average of next five years) >30% >30%

The discount rate was pre-tax measure based on the rate of 8.4% (2019: 10.90%), adjusted for a risk
premium to reflect both the increased risk of investing in equities generally and the systematic risk of the

specified investment.

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

Pak China Investment Company Limited
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8.5

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

Investment in Central Depository Company of Pakistan Limited (CDC)

Central Depository Company of Pakistan Limited (CDC) is an associate 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 9,250,000 bonus
shares. Due to 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, (IAS 28) “Accounting for Investments in Associates”.

CDCis 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 securities, open securities accounts and act as a registrar to issues of
securities. The registered address of the CDC is CDC House, 99-B, Block B, S.M.C.H.S. Karachi, Pakistan.
The reconciliation of carrying amount is as follows:

2020 2019
———————————————— Rupees----------------

Purchase of ordinary shares 250,000,000 250,000,000
Opening balance 319,080,036 297,192,116
Share of profit for the year 34,557,236 31,095,474
Dividend from associate (9,426,500) (9,187,500)

25,130,736 21,907,974
Share of other comprehensive income:
Unrealized deficit on assets - net of tax - (20,054)
Closing balance 344,210,772 319,080,036

The following table summarizes the financial information of CDC included in its financial statements for
the year ended 31 December 2020. The financial year-end of CDC is 30 June.

2020 2019
---------------- Rupees----------------
Percentage of ownership (%) 5% 5%
Total assets 5,344,544,955 4,823,012,324
Total liabilities 834,912,445 815,994,522
Net assets 4,509,632,510 4,007,017,802
Company'’s share of net assets (5%) 225,481,626 200,350,890
Excess of cost over net assets at the date of investment 118,729,146 118,729,146
Carrying amount of interest in associates 344,210,772 319,080,036
Net income 1,726,606,485 1,595,093,142

Pak China Investment Company Limited
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2020 2019
———————————————— Rupees----------------
Profit after tax (100%) 691,144,720 621,909,480
Company’s share of net profit (5%) 34,557,236 31,095,474
Other Comprehensive Income (OClI):
- change in surplus on revaluation of
available-for-sale investments - ‘ | (401,074) |

Total OCI (100%) - (401,074)
Company'’s share of OCl (5%) - (20,054)

8.6 Investment in Deli JW Glassware Company Limited

Deli Glass Co., Ltd, (“Deli Glass”) together with JW SEZ (Pvt) Ltd. (JW”), PCICL and Mr. Muhammad Rafiq
have incorporated a Joint Venture Company, Deli-JW Glassware Company Limited (“Deli-JW”) in Pakistan
to undertake a Glassware Project. The plant is currently under construction in economic zone, administered
by Faisalabad Industrial Estate Development & Management Company, and is expected to commence
commercial operations by later part of 2021.

Till date, the Company has disbursed equity contribution of Rs. 201.1 million (2019: Rs.111.7 million).
In 2019, Deli -JW issued 10,000 ordinary shares to its sponsors; with the Company receiving 5% of the
issued share capital. The Company is entitled to 9% share in the ordinary share capital of Deli-JW and
is represented on the Deli-JW Board of Directors (BOD) by an employee of the Company. Accordingly,
the investment has been accounted for under the equity method of accounting, under IAS 28. As the
financial statements of Deli- JW have not been approved by their BOD, accordingly, the Company has not
recognized its share of loss incurred by Deli-JW since its incorporation. The impact of non-recognition of

loss is assessed to be insignificant to the financial statements.
8.7 Quality of Available for Sale Securities (At cost)

Details regarding Available for sales securities are as follows:

2020 2019

———————————————— Rupees----------------
Federal Government Securities - Government guaranteed
- Market Treasury Bills 7,973,121,890 13,913,486,237
Shares
- Fertilizer (Listed Company) 27,333,834 27,333,834
Preference Shares
- Chemical (Listed Company) 315,000,000 -

Pak China Investment Company Limited
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2020 2019
———————————————— Rupees----------------
Non Government Debt Securities
Categorized based on long term rating by Credit
Rating Agency
Listed
- A+ A A- 261,165,000 261,165,000
Unlisted
- AAA 687,500,000 812,500,000
- AA+, AA, AA- 3,944,660,000 2,574,435,000
- A+ A A- 700,000,000 301,932,877
- Unrated 581,780,522 557,426,963
5,913,940,522 4,246,294,840

Pak China Investment Company Limited




ANNUAL REPORT 2020

INVESTVMENT COMPANY LIMITED

‘uolsinoud |essuad Suipinoad Jo sajew}sa s pasiAal Auedwo) ay) ‘uesi

ay3 SulinQ "sueo| pasjuelens uelsijed JO JUSWIUISAOL) PUe SUEO| 4e}S UeY) JOUJ0 SIOUBADE JO Olj043iod Suiwiopiad ayy Jo (%Z :6T0Z) %S'T 40 934 dy3 Je paulejuiew Suldq si uoisiaoid [esauan)

2oue|eq Suiso|)

TTe
S|esIanay
Jeah ayj 4oy adieyd
9ouejeq SuuadQ

al10N

saoueApe jsutese uoisinoid Jo siejnoied

ssoT

InAqnoQg

plepueisgng

pauonua| Ajjeidads] s}assy 210
sisawoqg

uonedyisse|) Jo Alo3a3eD)

:MO[3q Pa|1e}ap se snjeys Sujuiioad-uou Japun padeld Usaq SABY UDIYM (UOHIIL 9'Z66'SY :6TOZ) UOIIIW 9'/9'T'SY 9PN|aUl S3IUBAPY

82685 L 286'9LT°6VT 208°CTTET6S €08T¥9708 TE9'0VY'9ET ZL1'T02'899
£TS'V8T'86T 6v0TIY'E 8/¥'€/8'V6T 6T0°CSOEY (TSe'9e8°CT) 0££'888'GL
(05£'891'G) - (05£'89%'GY) (T09°£98°6/4) (TSe'9e8°2T) (05Z°1€0°£9)
LLT'ESLEVT 6v0'TIY'E 8zzeveore 029°616CHT - 029'616°CT
LST'SOEEYS £€6°598'S1T VZE6EY L6E ¥8L°685 VL 786'9LT°61T Z08'CTET6S
(seadny)
(2'T6910N)
|elo] [SENEL) Jyads |eo| [eaUsS) Jyads
610¢C 0z0c
Z08'CTET6S 8CETY9T66 ZLT'T0Z'899 €99°9T9VL9'T
z08'CTEC6S Y1816969L 208121085 ¥95°€9920L
- - €08'€CS vy LSY'665°L1T
- - £9S'SSS'EY 0€S'00L VLY
- Y1S'9v6°cTT - TI1'es9'6LC
——-- (soadny)
sueoT sueo
uolsInold Bujwioiad UoN uolsinoId Bujwioiad UoN
610¢C 0c0C
9SCTT6LTEOOT  LPTOVLYSETT
9STT6LTEOOT  LYTOVLYSETT
(soadny)
610C 0z0T
TLY'TOTT6T'6  PPE'B60'0SS'TT  9TG'8ZE00Y T6V'STV'900'T  9¥6'2/8°068'8 £68'289°€VS0T
81685 L €08°T¥9708 208°CTET6S ZLT'T0Z'899 786'9LT'6¥T TE9'0VY'9ET
786'9LT°6¥T TE9°0VY'9ET - - 786'9LT°61T TE9'0VY'9ET
208°CTET6S 2L1°T0Z'899 z08'CTET6S ZL1°T02'899 - -
9STT6LTEOOT  LYT'OVLYSETT 8TETYIT66 €999197/9T  8T6'6¥1°0V0'6  ¥8F'€CT'089°0T
9€T'0STLE6T OTT'981'€C6'T - TIT'€59'6LC 9€T'0STLE6T 866'TEBEVI'T
020'T¥S'G60'8  LEOVSCTEV'OT  8TETY9'T66 TSS'E96V6ET  T69'668TOT'L  987°062°9€0°6
(s9adny) -------=====mmmmu-
6T0C 0z0c 610¢C 0z0c 610C 0z0C
|e1o] 3ulwiogiad UON Buiwiogiad

Adua4und |e20| u|

(Ss04D)) sedueApe JO Ssie|ndlled

uoisinoid JO 3au - sadUBAPY

|eJauan -
oy123ds -

S92UBApE Jsujede UoISIAOIg

$S043 - S9dUBAPY

$19sse paje|aJ pue Suidueulq diwels|

'2)9 ‘s9duBUY Suluuna ‘s}IpaJd ysed ‘sueot

310N
SIONVAQY

cé

T'6

020 19qwiad3( TE Papus Jeah auyy 1o

SJUSWISIE]S |elduUeuld 3} 03 S9I0N

Pak China Investment Company Limited

54



INVESTVIENT COMPANY LIMITED

%0¢C %EE %0¢C %EE %0¢C %0C %V - (98ejuadiad) uoyerdaidap Jo ajey
915°€TS'8TT - 068'98STS 20Z'600'7T 0EE'8Y6'S T 052'920'C £v8756'8T 000°000°9€T SN[eA 3009 19N
(¥18°c£8'88T) (068°€88'6) (£90'625°C9) (VE8'6SLTY) (#S0'95€'8€) (P£5°8ZH'T) (SE6'LT6°ET) (r9¥'866°0T) - uoyeaidap paje|nunddy
0EE'L6ELTY 068'€88°6 €56'STTVTIT 9€0°69L'SS ¥8EVOE vy SLS'8TY'T S8T'Yr6'ST LOETS6'6E 000°000°9€T 150D

610¢ 42quad3Q 1€ W
915'€TS'8TT - 068'98S°TS 20Z'600'7T 0EE'8Y6°'S T 052'920'C £v8756'8T 000°000°9€T an|eA 3004 3au 8uisol
LTITTS6'9T GTY'ETET 26885 007668 096°€S6°E 009°0€9'T - - s|esodsip uo uogerdaidap paje|nunddy
(69£'€08°6Y) - (9£1'519'8€) (585°929'S) (LeL'T6EE) - (61T°2LS) (250'865°T) - a8.eyd uoyeaidaQ
(LEV'856'9T) (ST9'eTe’T) (068°8S) (19€'700°'6) (096°€56°€) (T09°0€9'T) - - 350D -sjesodsiq
915'6£6'S - GET'89T - TT6'ETS'S - 0z5°LST - - 350D -suolippy
6T0'S6ETLT - TE6'EE0'06 G8/'GE9'6T L9V'EEB'E T 056°0VET 568°055°0C 000°000°9€T 6T0C Aenuer TQ 3e se anjea 3004 3au Suluado
6T0'S6ETLT - TE6'EE0'06 G8/'GE9'6T L9V'EEB'E T 056°0vET §68°055°0C 000°000°9€T SN[eA 3009 19N
(291'120'95T) (STG'L6T°CT) (£88°€T6°€T) (TPT'261°9€) (£5€'856'Eh) (beSZ8E'S) (91€°9L6'7T) (cT¥'001'6T) - uoyeaidap paje|nunddy
T61°91'8CY GIG'L61°TT 818'LV6'ETT 926°£28'SS VT8 T6L LY GES'T8E'S 99T LTIELT LOETS6'6E 000°000°9€T 150D

1c0ot 90N 610C Aenuer 70 v
........ (soadny) e
€101 juswanoudw]  (S3asse asn Jo Jy3ry) SOPILEA juawdinba ady0 sSumi4 2In)xy pue pue| pjoysai4 VS| [FTEESL
ploH asea Suipjing pasea pue Ja3ndwo) 1e214393|3 ainjuing uo Suipjing
020z juswdinb3 pue Ajadold
000005t 000°6£8't
000005t 000°'6£8Y sia||ddns 0} sadueApY
ssaJ8o.ad-ul-yiom |eyded
620'5689LC 915°C9¢g°eET
620'S6£°CLT 915'€CS'8CT [40)% juswidinba pue Ayiadold
000'00S% 000'6£8Y 101 ssa.3oud-ul-yiom |epided
S13SSvV a3Ixid
(soadny)
610C 0c0c 910N

"PUSPIAIP 3203S 4O Ysed Jo Aem Ag uoNgLIISIp 104 S|ge[IeA. J0U S| JUd3Xa Jey} 03 Jyoud pateridoiddeun “(Uoljiw 4/ /T Sy :6TOT Joquiada TE) UOI|[IW & T9Z "SY Sem
020Z J2quiadaq TE 40 Se 1yauaq AS- Pa|IeAe paleinwnddy "A[@ALRdadsal (€T Y :6TOZ) UOI||IW 09 'Sy PUE (Uol|[iW Z°'8S *SY :6T0Z) UOI[[IW 9518 *SY Ag JoMO| uaaq aAeY pjnom jyoid Xey Joye pue

210494 ‘pajleAe J0U JYauaq ASH dU} PeH “JUnNowe dwes 3y} AQ JeaA a3 Joj 28.1eyd paonpai ul Pa3Nsal Sey YaIym (Uoljjiw Z'gs sy :6T0Z) U

¥8L'68STVL T86'9LT°6VT 208°TTET6S €08'T9708 T1€9'0VP'9ET T/L1'10T'899
¥8L°68STVL T86'9LT 6V Z08°TTET6S €08'T¥9708 TE90VP9ET TLT'T0T'899
(seadny)
|ejol [ENELD) Jy1oads [e10L [BIEITED) oy1oads
610¢C 0coe

W 94 'Sy S Jeah ay3 Sulnp pajieAe 3yauaq ASH 312U 3y
34aUaq (ASH) aNfeA 3[es padio 4o dedwit pue sjiezad

Adua1ind [ed0o] uj

saoueApe jsujese uoisiaoid Jo sienoied

[40)2

101

o1

44

€6

0Z0Z JaqwiadaQ TE pPapus Jeak ayj Jo4
Sjuouwiale]g |eldueulq 9y} 03 S9]ON

55

imited

Pak China Investment Company L




ANNUAL REPORT 2020

INVESTVMENT COMPANY LIMITED

(MpNY [eusa3u| peaH 'x3) sejeg pawyy Junjy

Jaseyaand Jo siejnolied

Ad110d panoudde Auedwo) Jad pjos

|esodsiq Jo apojn

or9°L T 000TT
G8eTT T 0S8°€TT
(soadny)
20lud 3[es anje oog 150D

‘lauuos.iad Juswageuew A 03 apew d1am sjesodsip SuIMo||04 £Z0T

:a4e asn ul ||Bs 3vuwdinba R Auadoud pajerasdap Afny Jo s150) ZzZ'0T

¥10'vTL00T 626'650°'L8
666769°'LT 601°9€9°LT
£T5'SS8°0F L1G°8PT'GE
8EV'C6S VT 8€8T96CT
GEGTBE'S SLS'8TY'T
SIGL6TTT 068°€88°6
(soadny)
610C 0z0T
'SJUSWIAIL)S [BIDUBUY 3S3Y] JO GZ SI0U Ul PIPN|DUl S| SWI0DU] [BJUSI PaJe|aJ SY] PUE Ue)shied ‘Iydele)| ul pajeniis st uip|ing pue pue| pjoysa.y s,Auedwo) syl TZ0T
%0C %EE %02 %EE %0C %0C %y -
620'S6£TLT - 1€6'€€0°06 G8L'SE9°6T L9V'EE]'E T 056'07E'T 5680550 000'000°9€T
(T91°120'95T) (STS'L6T°TT) (£88°€T6°€T) (Tr1'T61°9€) (£5e'856'EY) (reS'T8E'S) (9T€°9£6'FT) (cTv'00r'61) -
16191182y ST1S°L61°TT 818'LV6'ETT 9T6'£T8'SS vZ8'16L LY GEGTBE'S 99T L1E'LT LOETS6'6E 000°000°9€T
620'S6£TLT - 1€6'€€0°06 G8L'SE9°6T L9V'EE8'E T 056'07E'T 5680550 000'000°9€T
€ETYEBTT 0S€°6L - 6SST6TTT 8¥0'6LT'T 00S'9€T 9LLLY - -
(190'959°¢€€) - (£88°€T6°€T) (5€8'92Z'S) (626'792°T) - (85€'259) (¢50'86S'T) -
(oot'6v8'CT) (0s€'62) - (655'T62°TT) (STTY6TT) (005°9€T) (92£'Ly) - -
L1£°0TT€TT - 818°LV6'ETT 005°L66°E GS8TE9'T - YYSTr9'T - -
0vS'sy8T8T - - 021°598°0C 80L°08Y'€ T ¥9£'0S€ LY6'8YTTT 000'000°9€T
0pS'Sy8T8T - - 021°598°0C 80L°08Y'€ T ¥9£°0S€ L¥6'8YT'TT 000°000°9€T
(PEE'66T'SET) (598'9£2°CT) - (598°95Z°Ch) (9L¥'TL6'TY) (¥€0°615°S) (PeLTLEYT) (09€°208°LT) -
v/8'770'81€ §98'9/Z°CT - G86TCT'E9 C13%314%4 GEO'61S'S 86¥'TTLYT LOETS6'6E 000'000°9€T
........ (soadny) —————
ol jJuswaAoidw|  (s3asse asn Jo y3ny) SOPILOA juawdinba a5y0 s3umy ainxy pue pue| pjoysa.4 pue| ployasig
p|OH asea] Suip|ing pasea pue uandwo) [e214323|3 ainjuing uo 8ulp|ing

610¢C

020 19qwiad3( TE Papus Jeah auyy 1o
Sjuauwiale]g |eldueulq 9y} 03 S9]ON

9ALIQ pieH |eudaix3
doydeq

19sse 3y} JO siendiied

SSIIYIA

Juawdinba 9syy0 pue siaandwo)
S2UNXyY pue ainjuing

s8umy [eauyd9)3

sjuswanoiduil pjoyasea

(98e3uaduad) uogerdaidap Jo ey
anjeA 004 319N

uoteaIdap paje|nwnddy
350D
610¢ 49qua33Q 1€ W

an|eA 300 3au 8uiso|)

s|esodsip uo uopeldaidap pajenwnddy
981eyd uoneaidag

350D -s|esodsiq

350D -suoyippy

8T0Z Adenuer TQ 1€ se anjeA 3ooq 3au Suluado

anjeA 004 39N
uopedaIdap pajenwnddy
10D

610¢ Adenuer 101V

imited

Pak China Investment Company L

56
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For the year ended 31 December 2020

11

111

INTANGIBLE ASSETS

At 01 January 2020
Cost
Accumulated amortization

Net book value

Opening net book value 01 January 2020
Additions- Cost

Disposals- Cost

Amortization charge

Closing net book value

At 31 December 2020
Cost

Accumulated amortization

Net book value

Rate of amortization (percentage)
Useful life (Years)

At 01 January 2019
Cost
Accumulated amortization

Net book value

Opening net book value 01 January 2019
Additions- Cost (Directly Purchased)
Disposals- Cost

Amortization charge

Closing net book value

At 31 December 2019
Cost
Accumulated amortization

Net book value
Rate of amortization (percentage)
Useful life (Years)

Note

26

26

INVESTVIENT COMPANY LIMITED

2020
Computer Software

6,450,807
(5,665,901)

784,906

784,906
(290,170)
494,736

6,450,807
(5,956,071)
494,736
33%

3

2019
Computer Software

5,712,707
(5,472,945)
239,762

239,762
738,100

(192,956)
784,906

6,450,807
(5,665,901)

784,906
33%
3

Cost of fully amortized intangible assets still in use amounts to Rs. 5 million (2019:Rs. 5 million)

Pak China Investment Company Limited
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2020

Recognised in

Pak China Investment Company Limited

Oléggléary pro:gc%r:ﬁ.lloss Reco(g)rlljed in 31 D;&;(r)nber
(Rupees)
12 DEFERRED TAX ASSETS
Deductible Temporary Differences on
- Post retirement employee benefits 3,249,890 511,177 625,379 4,386,446
- Provision for diminution in the value of
available-for-sale investments 107,135,878 = = 107,135,878
- Provision against advances, off balance sheet etc. 97,600,716 45,791,711 - 143,392,427
- Liabilities against assets subject to lease 20,232,712 (9,119,094) - 11,113,618
- Impairment loss on available for sale & associates 115,108,460 8,075,669 - 123,184,129
343,327,656 45,259,463 625,379 389,212,498
Taxable Temporary Differences on
- Accelerated tax depreciation (22,144,455) 10,999,847 - (11,144,608)
- Revaluation of investments - HFT - (7,382,815) - (7,382,815)
- Revaluation of investments - AFS 3,206,148 - (23,268,890) (20,062,742)
- Accrued Interest on T- Bills
(49,525,882) 49,525,882 - -
- Share of profit of associated companies (11,601,379) (6,321,995) (42,937) (17,966,311)
- Unrealized exchange gain (210,746,389) (16,508,141) - (227,254,530)
(290,811,957) 30,312,778 (23,311,827) (283,811,006)
52,515,699 75,572,241 (22,686,448) 105,401,492
2019
01 January Ef;fﬂg;']sdeﬁ)g Recognised in 31 December
2019 AR O 2019
(Rupees)
Deductible Temporary Differences on
- Post retirement employee benefits 5,833,630 (3,115,960) 532,220 3,249,890
- Provision for diminution in the value of
available-for-sale investments 103,441,537 3,694,341 = 107,135,878
- Provision against advances, off balance sheet etc. 38,715,507 58,885,209 - 97,600,716
- Accelerated tax depreciation 5,120,267 (27,264,722) - (22,144,455)
- Impairment loss on available for sale & associates 68,591,175 46,517,285 - 115,108,460
221,702,116 78,716,153 532,220 300,950,489
Taxable Temporary Differences on
- Revaluation of investments - AFS (14,530,808) - 17,736,956 3,206,148
- Accrued Interest on T- Bills (7,121,550) (42,404,332) - (49,525,882)
- Share of profit of associated companies (8,035,797) (3,563,610) (1,972) (11,601,379)
- Liabilities against assets subject to lease - 20,232,712 - 20,232,712
- Unrealized exchange gain (155,116,775) (55,629,614) - (210,746,389)
(184,804,930) (81,364,844) 17,734,984 (248,434,790)
36,897,186 (2,648,691) 18,267,204 52,515,699
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Notes to the Financial Statements

For the year ended 31 December 2020

Note 2020 2019
---------------- Rupees----------------

13 OTHER ASSETS
Income / mark-up accrued in local currency 299,765,997 333,746,245
Income / mark-up accrued in foreign currency 242,909 17,108,957
Advances, deposits, advance rent and other prepayments 8,103,273 7,820,427
Receivable against fee, commission & advisory services 5,893,832 43,932,002
Advance taxation (payments less provisions) 111,677,584 80,005,690
Receivable against sale of shares 27,778,595 -
Others 1,981 74,956

453,464,171 482,688,277
14 BORROWINGS
Secured
Borrowings from State Bank of Pakistan
Renewable Energy Power Projects 14.1 80,527,361 102,001,321
Long Term Finance Facility (LTFF) 14.2 231,418,000 -
Temporary Economic Relief Facility (TERF) 14.3 401,740,000 -
Repurchase agreement borrowings - 308,596,080
Borrowing from financial institutions 144 4,847,913,238 12,613,363,257
Other borrowings 14.5,14.6,14.7 5,036,500,000 2,000,000,000
Total secured 10,598,098,599 15,023,960,658
Unsecured
Borrowing from financial institutions 14.8 2,304,815,239 1,095,332,329
Total unsecured 2,304,815,239 1,095,332,329
12,902,913,838 16,119,292,987

14.1  This represents an 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 is payable in maximum of 10 years with an inclusive grace
period of maximum of 2 years at a concessional SBP service rate of 2.00%.

14.2  This represents an SBP Long Term Finance Facility (LTFF) for imported and locally manufactured plant &
machinery. The loan availed under the said scheme is payable in a maximum of 10 years with an inclusive
grace period of maximum of 2 years at a concessional SBP mark-up rate of 2.00%.

14.3  This represents an SBP Refinance Facility under Temporary Economic Refinance Facility (TERF) forimported
and local manufactured plant & machinery, during COVID-19 epidemic. The loan availed under the said
scheme is payable in a maximum of 10 years with an inclusive grace period of maximum of 2 years at a
concessional SBP mark-up rate of 1.00%.

14.4  This represents secured borrowings from financial institution through pledge of Government securities
carrying mark-up rate of 6.43% (2019: 12.95% to 13.34%) per annum having maturity of 167-169 days
(2019: 161-312).

14.5  This includes term loan facility of Rs. 2 billion from a commercial bank payable in maximum of 4 years with

an inclusive grace period of 2 years. Mark-up is payable on quarterly basis at the rate of 3SMK + 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 Rs. 2,667 million inclusive of 25% margin.

Pak China Investment Company Limited
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14.6

14.7

14.8

14.9

15

15.1

16

m Pak China Investment Company Limited

This includes drawdown of Rs. 1,036.5 million from term loan facility of Rs. 2 billion from a commercial
bank, payable in a maximum of 4 years with an inclusive grace period of maximum of 2 years. Mark-up
is payable on quarterly basis at the rate of 3MK + 0.2% 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 Rs. 2,667 million inclusive of 25% margin.

This includes term loan facility of Rs. 2 billion from a commercial bank, payable in maximum of 5 years with
an inclusive grace period of 2 years. Mark-up is payable on quarterly basis at the rate of 3SMK + 0.20%
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 Rs. 2,667 million inclusive of 25% margin.

This represent un-secured borrowings from financial institutions carrying markup rate of 6.75% to 7.00%
(2019:13.00% to 13.80%) per annum having maturity from 88 to 92 days (2019: 30-92 days).

2020 2019
———————————————— Rupees----------------
Particulars of borrowings with respect to Currencies
In local currency 12,902,913,838 16,119,292,987
DEPOSITS AND OTHER ACCOUNTS
2020 2019
(Rupees) (Rupees)

Curreney Currencs Tota Curreney Curencios Tota
Customers
Current deposits
Savings deposits - - -
Term deposits 512,400,000 - 512,400,000
Others - -

512,400,000 - 512,400,000
Financial Institutions
Current deposits
Savings deposits
Term deposits
Others

512,400,000 = 512,400,000

Note 2020 2019
———————————————— Rupees----------------

Composition of deposit
Private sector entity 512,400,000 -
OTHER LIABILITIES
Mark-up / return / interest payable in local currency 187,705,827 330,982,949
Suspended markup 16.1 212,346,460 187,992,901
Accrued expenses 51,543,157 44,592,486
Withholding tax / sales tax payable 2,656,571 2,742,009
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16.1

16.2

16.2.1

16.2.2

17
171

17.2

17.3
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Note 2020 2019
———————————————— Rupees----------------
Payable to defined benefit plan 334 15,125,676 11,206,518
Lease liability against right-of-use assets 16.2 38,322,821 69,767,971
Others 3,775,744 1,602,395
511,476,256 648,887,229

This represents suspended markup kept in memorandum account; the corresponding receivable, which is
being converted into zero-rated TFC's, has been included in note 8.1.

Lease liability against right-of-use assets

2020 2019
(Rupees) (Rupees)
Minimum Financial charges Principal Minimum Financial charges Principal

lease payments for future periods outstanding lease payments for future periods outstanding

Not later than one year 40,741,286 2,418,465 38,322,821 37,521,837 5,942,344 31,579,493
Later than one year and up

to five years - - 40,604,891 2,416,413 38,188,478

40,741,286 2,418,465 38,322,821 78,126,728 8,358,757 69,767,971

For details of related right-of-use assets and depreciation charge, refer to note 10.2. For finance charge,
refer to note 22. For details of lease payments including finance cost, refer to cash flow statement.

The lease payments have been discounted at an incremental borrowing rate of 10.7% per annum to arrive
at their present value.

SHARE CAPITAL

Authorized Capit

2020 2019 2020 2019
--------- Number of shares --------- Rupees
1,214,000,000  1,214,000,000 Ordinary shares of Rs. 10 each 12,140,000,000  12,140,000,000

Issued, subscribed and paid up capital

2020 2019 2020 2019
--------- Number of shares --------- Rupees
969,663,754 969,663,754 9,696,637,540 9,696,637,540

Ordinary shares of Rs. 10 each, issued for cash

The Ministry of Finance (MOF), Government of Pakistan, and the China Development Bank (CDB) on
behalf of the Government of China, each hold 484,831,877 (2019: 484,831,877) ordinary shares of the
Company, respectively.

ADVANCE AGAINST ISSUE OF SHARES

This represents difference between amount received from MOF of Rs. 300,000,000 and shares issued to
MOF amounting to Rs. 290,118,770 during 2019. The shares were issued in the ratio of 50:50 to both
the sponsors. As approved by the BOD meeting held on 27 September 2019, this amount will be adjusted

against next tranche of equity injection.
Pak China Investment Company Limited “
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Note 2020 2019
———————————————— Rupees----------------
19 SURPLUS ON REVALUATION OF ASSETS
Surplus on revaluation of
- Available for sale securities 8.1 102,941,173 1,344,725
Deferred tax on surplus on revaluation of:
- Available for sale securities 12 (20,062,742) 3,206,148
82,878,431 4,550,873

Company'’s share of equity-accounted investees’ OCl:
- Change in fair value of available-for-sale financial

assets - net of tax 315,002 200,804
83,193,433 4,751,677
20 CONTINGENCIES AND COMMITMENTS
Guarantees 20.1 1,381,350,038 636,049,953
Commitments 20.2 8,408,187,260 15,916,333,139
Other contingent liability 20.3 168,100,000 168,100,000
9,957,637,298 16,720,483,092
20.1  Guarantees
Financial guarantees 1,381,350,038 636,049,953
20.2  Commitments
Documentary credits and short term trade
related transactions
Letters of credit 299,536,358 241,123,264
Commitments in respect of:
Forward government securities transactions - Purchase 4,987,510,000 13,203,885,476
Forward government securities transactions - Sale 1,150,804,380 -
Commitments to extend credits 20.2.1 1,970,336,522 2,469,824,399
Commitment for acquisition of intangible assets
- 1,500,000
8,408,187,260 15,916,333,139

20.2.1 Commitments to extend credits

The Company makes commitments to extend credit in the normal course of its business, but these being
revocable commitments, normally do not attract any significant penalty or expense if the facility is unilaterally
withdrawn. As at reporting date, however, the Company’s outstanding irrevocable commitments amounts
to Rs. 1,970.34 million (2019: Rs. 2,469.82 million).

20.3  Other contingent liability

20.3.1 An ex-employee of the company has lodged a claim of Rs.168.1 million against the Company. The case
has been decided in favor of the Company and the complainant has filed an appeal before the High Court
against decision of the Civil Judge. Based on internal assessment and legal advice, management is confident
that the case will be decided in the favor of the Company and possibility of any adverse outcome is remote.

Pak China Investment Company Limited
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20.3.2

21

22

23

24

241

242

25

Accordingly, no provision has been made in these financial statements.

For tax related contingencies, please refer note 29.2 of these financial statements.

MARK-UP/RETURN/INTEREST EARNED

On loans and advances

On investments

On lending's to financial institutions

On deposits with banks

On securities purchased under resale agreement

MARK-UP/RETURN/INTEREST EXPENSED

On deposits

On borrowings

On securities sold under repurchase agreements
Interest expense on lease liability

FEE AND COMMISSION INCOME

Credit related fee
Commission on trade
Commission on guarantees
Investment banking fees

GAIN ON SECURITIES

Realized
Un-realized - held for trading

Realized gain on:

Federal Government Securities
Shares

Mutual Funds

Non Government Debt Securities

Un-realized gain on:
Shares

OTHER INCOME
Rent on property
Gain on sale of fixed assets-net

INVESTVIENT COMPANY LIMITED

Note 2020 2019
---------------- Rupees----------------
996,864,643 864,324,534
1,860,332,779 1,363,003,497
8,281,068 369,863
119,884,703 127,887,551
219,614,193 131,402,270
3,204,977,386 2,486,987,715
17,530,302 =
1,739,205,006 679,318,209
3,044,985 86,427,611
5,971,436 8,263,936
1,765,751,729 774,009,756
48,184,948 23,287,256
5,525,689 2,047,194
8,405,783 4,273,675
35,331,894 41,361,157
97,448,314 70,969,282
241 61,512,274 2,139,884
24.2 49,218,765 =
110,731,039 2,139,884
3,457,838 2,116,284
30,647,770 23,600
17,045,893 =
10,360,773 =
61,512,274 2,139,884
49,218,765 =
12,417,669 11,497,843
809,603 5,557,762
13,227,272 17,055,605

Pak China Investment Company Limited
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26 OPERATING EXPENSES
Total Compensation expenses

Property expense

Rent and taxes
Insurance

Utilities cost

Security

Repair and maintenance
Depreciation

Information technology expenses

Software maintenance
Hardware maintenance
Amortization
Depreciation

Note

26.1

Network charges - net of reversal of prior year accrual

Other operating expenses

Directors' fees and allowances
Legal and professional charges
Outsourced 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

Donations

Miscellaneous

26.1  Total Compensation expenses
Managerial Remuneration
i) Fixed
ii) Variable
- Cash Bonus

Pak China Investment Company Limited

26.2

26.3

264

2020 2019
———————————————— Rupees----------------

356,508,749 325,962,805
1,575,309 8,092,247
42,816 86,398
5,330,588 5,356,832
5,048,281 3,104,614
4,082,870 1,236,336
40,213,228 25,511,939
56,293,092 43,388,366
1,659,558 1,010,082
227,194 139,855
290,170 192,956
2,320,106 1,791,927
(113,281) 1,577,025
4,383,747 4,711,845
4,000,000 3,771,405
5,564,676 6,973,165
7,942,884 7,787,090
19,524,046 42,268,061
5,188,115 4,534,076
762,726 6,299,740
7,270,435 6,352,194
402,338 2,370,578
211,560 705,926
3,312,912 2,575,424
4,442,107 2,899,098
3,618,038 1,941,790
2,886,320 3,964,720
310,146 410,089
2,974,467 5,844,741

1,000,000 -
5,128,866 3,568,469
74,539,636 102,266,566
491,725,224 476,329,582
234,715,633 221,207,409
32,237,504 21,545,380
266,953,137 242,752,789




Notes to the Financial Statements

For the year ended 31 December 2020

Note

Charge for defined benefit plan

Contribution to defined contribution plan

EOBI

Medical

Leave fair assistance

Leave encashment

Allowances 2611
Others

INVESTVIENT COMPANY LIMITED

2020 2019
---------------- Rupees----------------

15,558,359 15,528,292
10,016,003 9,731,507
364,975 310,250
26,640,957 20,364,957
13,542,930 13,013,731
2,330,615 3,101,337
20,299,565 19,329,953
802,208 1,829,989
356,508,749 325,962,805

26.1.1 This mainly includes overseas and vehicle allowance of Rs. 5.8 million (2019: 6.6 million) and

Rs. 13.2 million (2019: 11.5 million), respectively.

26.2  Total cost for the year relating to outsourced activities is Rs 14.4 million (2019: Rs 12.2 million) entirely
relating to companies incorporated in Pakistan and on account of security guards, supporting and janitorial
staff. This cost includes outsourced service cost, which is disclosed specifically in note 26.

26.3 Auditors' remuneration

Annual audit fee

Half year review

Fee for other statutory certifications

Fee for special certifications and other services
Out-of-pocket expenses

2020 2019
---------------- Rupees----------------

842,160 842,160
255,200 255,200
140,360 140,360

1,397,800 2,557,800
250,800 169,200

2,886,320 3,964,720

26.4  This represents an amount paid to Prime Minister's COVID-19 Pandemic relief fund 2020.

Note 2020 2019
---------------- Rupees----------------
27 OTHER CHARGES
Penalties imposed by State Bank of Pakistan 30,000 -
28 PROVISIONS AND WRITE OFFS - NET
Provisions against loans & advances 9.2.1 63,052,019 198,284,527
Impairment loss on investment in associate and
available-for-sale investments 53,837,790 273,628,983
116,889,809 471,913,510
29 TAXATION
For the Year
Current 29.2 449,942,739 295,802,194
Deferred (75,572,241) 2,648,692
For the prior year
Current 18,911,603 7,213,453
393,282,101 305,664,339

Pak China Investment Company Limited
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Note 2020 2019
---------------- Rupees----------------
291 Relationship between current tax expense and
accounting profit

Accounting Profit before taxation 1,166,485,008 1,065,756,517
Applicable tax rate 29% 29%
Tax on accounting profit at applicable rate 338,280,652 309,069,390
Rate change impact 46,224,157 1,438,742
Impact of lower rate & permanent difference (10,134,311) (12,057,246)
Prior year current tax charge 18,911,603 7,213,453

393,282,101 305,664,339

29.2 Tax status

29.2.1 For the Tax Year 2011, a tax demand of Rs. 109.22 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 instalment of advance tax and Worker's Welfare Fund. Subsequently, the
assessment was rectified. The Company had paid Rs. 15.11 million in protest on the issue of disallowing
"provision against non-performing loan and advances" and submitted appeal before CIR(A). The appeal
was decided in favor of the Company and the tax of Rs 15.11 million deposited under protest became
refundable. However, the department has filed an appeal before Appellate Tribunal Inland Revenue (ATIR)
against appellate order of CIR(A). The hearing was fixed for 13 May 2020, partially heard and adjourned.
Next date for hearing of appeal is yet to be fixed by the ATIR.

29.2.2 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 to tax year 2011 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.

29.2.3 For the Tax Year 2014 & 2015, assessment was amended by the ACIR in terms of Section 122 of the
Income tax ordinance, creating an aggregate tax demand amounting to Rs. 128 million on provisions,
apportionment, super tax and default surcharge. The Company submitted appeal before the CIR(A) on the
amended assessment order which has been disposed of in favor of tax department. Later the Company
attained stay form ATIR for 40 days or till the disposal of main appeal subject of deposit of 30% of the
total amount. As per directions of the ATIR, payment of Rs. 38.5 million was made to tax department as a
cumulative payment for all the pending issues pertaining to tax year 2014 and 2015.The Company filed
writ petition for interim relief before Islamabad High Court. The High Court has granted stay for recovery
of outstanding demand and also restrained the tax department to take extreme measures until decision
of the appeal. However, the main appeal is pending for fixation by ATIR and the order is expected to be
partially in favor of the Company.

29.2.4 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 mark-up, 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.

m Pak China Investment Company Limited
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29.2.5

29.2.6

30

30.1

31

32

321
33
33.1

33.2

For the Tax Year 2017, a show cause notice was issued to the Company by ACIR. The said notice proposed
to levy additional super tax under Section 4B of the Ordinance. The notice was duly replied and the order
is still awaited.

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

Note 2020 2019
---------------- Rupees----------------
BASIC AND DILUTED EARNINGS PER SHARE
Profit for the period - Rupees 773,202,907 760,092,178
Weighted average number of ordinary shares - Numbers 969,663,754 926,742,073
Basic earnings per share - Re 0.80 0.82

Diluted earning per share has not been separately presented as the Company does not have convertible
instruments in issue.

CASH AND CASH EQUIVALENTS

Cash and balance with treasury banks 2,223,116,872 2,010,049,267

Balance with other banks 35,230,054 14,354,860
2,258,346,926 2,024,404,127
---------------- Number----------------

STAFF STRENGTH

Permanent 49 46

The Company's own staff strength at

the end of the year 49 46
Outsourced 321 11 12
Total staff strength 60 58

This excludes outsourced security guards and janitorial staff.
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 carried out as at 31
December 2020.

The benefits under the gratuity scheme are payable on retirement, at the age of 60 years, or on earlier
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 49 as of 31 December 2020
(2019: 46).

Pak China Investment Company Limited
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33.3

334

33.5

33.6

33.7

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

Reconciliation of amount payable to
defined benefit plan

Present value of defined benefit obligation
Fair value of plan assets

Movement in the present value of the
defined benefit obligation

Opening balance

Current service cost

Interest cost

Benefits paid

Changes in financial assumptions
Remeasurement loss / (gain)

Closing balance

Movement in payable to defined benefit plan

Opening balance

Charge for the year

Remeasurement loss chargeable to the other
comprehensive income

Company's contributions for the year

Movement in the fair value of plan assets

Opening balance

Contributions

Interest income on plan assets

Benefits paid

Return on plan assets excluding interest income

Closing balance

Actual return on plan assets

m Pak China Investment Company Limited

2020 2019
9.75% 11.25%
9.75% 11.25%
9.75% 11.25%
5.9 years 5.7 years
60 years 60 years
Note 2020 2019
———————————————— Rupees----------------
335 79,735,068 69,661,289
33.7 (64,609,392) (58,454,771)
15,125,676 11,206,518
69,661,289 61,243,789
15,073,633 14,528,673
7,060,888 7458914
(13,795,680) (9,900,193)
(240,344) (269,055)
1,975,282 (3,400,839)
79,735,068 69,661,289
11,206,518 20,834,393
15,558,359 15,528,292
2,156,479 1,424,026
(13,795,680) (26,580,193)
15,125,676 11,206,518
58,454,771 40,409,396
13,795,680 26,580,193
6,576,162 6,459,295
(13,795,680) (9,900,193)
(421,541) (5,093,920)
64,609,392 58,454,771
6,154,621 1,365,375
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2020 2019
---------------- Rupees----------------
33.8  The amounts recognized in profit and loss are as follows:
Current service cost 15,073,633 14,528,673
Interest cost 7,060,888 7,458,914
Interest income on plan assets (6,576,162) (6,459,295)
15,558,359 15,528,292
33.9  The amounts recognized in the other comprehensive
income are as follows:
Remeasurement loss / (gain):
Actuarial loss / (gain) - experience adjustment 1,975,282 (3,400,839)
Actuarial (gain) - Changes in financial assumptions (240,344) (269,055)
Return on plan assets, excluding interest income 421,541 5,093,920
2,156,479 1,424,026
2020 2019
33.10 Components of plan assets ~ ----- --%--
National Savings account 99.90 99.88 64,542,723 58,382,000
Bank balances 0.10 0.12 66,669 72,771
100.00 100.00 64,609,392 58,454,771
33.11 Year end sensitivity analysis (+/- 100 bps) on the
defined benefit obligation
Current liability 79,735,068 69,661,289
Discount rate +100 bps 72,827,678 63,745,574
Discount rate -100 bps 87,701,434 76,477,897
Average salary increase +100 bps 87,793,344 76,554,928
Average salary increase -100 bps 72,615,455 63,566,975
33.12 Based on actuarial advice, the management estimates that P&L charge for the next year would be
Rs. 16.99 million.
33.13 Expected contributions to be paid to the funds in the next year would be Rs. 15.13 million.
2020 2019
---------------- Rupees----------------
Undiscounted payments
33.14 Maturity Profile Particulars:
Year 1 6,640,548 5,503,287
Year 2 7,004,210 10,085,961
Year 3 7,257,040 6,388,835
Year 4 10,936,550 6,764,749
Year 5 7,648,095 10,651,629
Year 6 to Year 10 64,167,209 63,747,722
Year 11 and above 873,677,593 1,031,734,475

At 31 December 2020, the weighted-average duration of the defined benefit obligation was 9 years

(2019: 9 years).

Pak China Investment Company Limited m
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33.15 Funding Policy

The Company carries out the actuarial valuation of the defined benefit plan on a periodic basis. Contributions
are made annually in accordance with the actuarial recommendations.

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

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 risks

The risk that the actual mortality experience 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 increase risk

The risk that the final salary at the time of cessation of service is greater than what we assumed. Since
the benefit is calculated on the final salary (which will closely reflect inflation and other macroeconomic
factors), the benefit amount increases as salary increases.

Withdrawal risk

Therrisk 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.

34 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 employees at 10% per annum (2019: 10% per annum)
of the employees' basic salary. During the year the Company contributed Rs.10 million (2019: Rs. 9.7
million) in respect of this fund.

34.1  Funding Policy

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

2020 2019
---------------- Rupees----------------

Contribution from the Company 10,016,003 9,731,507
Contribution from the employees 10,016,003 9,731,507

20,032,006 19,463,014

34.2  Provident fund trust

Size of the trust (Rupees) 84,044,000 85,083,072
Cost of investments made (Rupees) 82,963,000 82,963,000
Percentage of investment made (%) 98.71% 97.51%
Fair value of investment made (Rupees) 82,963,000 82,963,000

Pak China Investment Company Limited
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2020 2019 2020 2019
% Rupees
Break-up of investments
National savings account 100.00 100% 82,963,000 82,963,000
100.00 100% 82,963,000 82,963,000

34.3  Investments out of the provident fund have been made in accordance with the provisions of Section 218
of the Companies Act, 2017 and the rules formulated for that purpose.

35 COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

35.1  Total Compensation Expense

2020
Items Dlieeies Msfnaging Key Management
Chairman Executives (other than CEO) Non-Executives Director Personnel
Rupees

Fees and Allowances etc. = = 4,000,000
Managerial Remuneration

i Fixed - 298,831 - 54,478,023 61,225,090

ii Total Variable - - 13,828,843

of which
- Cash Bonus / Awards = 13,828,843

Leave fare assistant & leave encashment 1,995,008 3,639,169
Charge for defined benefit plan - 1,140,271 5,607,135
Contribution to defined contribution plan - 18,111 - 1,507,418 2,697,504
Utilities - 211,560 - 164,346 -
Medical - - - 6,424,212 2,832,563
Conveyance - 9,261 - 1,585,331 2,726,524
Entertainment - 5,772 339,849
Boarding and lodging = = = 374,706 87,575
Daily allowance - - - 863,120 28,000
Professional training and staff welfare - - - - 18,560
Depreciation - -
Insurance - - - 313,136 841,464
Membership Fee & Subscription - - 1,030,800 -
Others* = 4,658 = 555,593 166,798
Total - 542,421 4,000,000 70,437,736 94,039,074
Number of Persons = 1 1 1 10
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2019
s DTS Ma_maging Key Management
Chairman Executives (other than CEO) Non-Executives Director Personnel
Rupees

Fees and Allowances etc. 460,020 - 3,311,385
Managerial Remuneration

i Fixed - 23,659,575 - 51,574,202 47,649,850

i Total Variable - 1,543,960 - - 8,152,800

of which
- Cash Bonus / Awards - 1,543,960 - o 8,152,800

Leave fare assistant & leave encashment - - 3,597,736
Charge for defined benefit plan - 2,148,628 - 723,964 5,480,045
Contribution to defined contribution plan - 1,277,760 - 1,405,434 2,126,210
Rent & house maintenance - 696,486 -
Utilities - 851,780 - 412,107 -
Medical - 614,611 - 5,450,257 2,275,954
Conveyance - 3,839,233 - 7,861,996 641,855
Daily allowance - 1,918,100 - 3,442,060 -
Professional training and staff welfare - - 649,800
Depreciation - 4,289,088 -
Insurance - 554,071 - -
Others - 789,262 - 873,072 5,790,713
Total 460,020 42,665,947 3,311,385 73,736,890 76,364,963
Number of Persons 1 1 1 1 10

35.1.1 There are no "Other Material Risk Takers/Controllers" other than "Key Management Personnel” as defined
in format of annual financial statements.

35.1.2 State Bank of Pakistan has issued the remuneration guidelines vide BPRD circular number 1, 2017 dated
25 January 2017. The objective of these guidelines was to provide guidance to financial institutions to
develop fair, transparent and sound compensation policy that is aligned with risks and responsibilities
of individuals. Following the guidelines, comprehensive framework has been developed and MRT's and
MRC'’s has been identified. After the performance appraisal process of year 2020, 30% of performance
bonus for MRT'’s and MRC's has been withheld. The total withheld amount in this account is Rs. 5.1 million
(2019: Rs. 2.3 million).

35.2 Remuneration paid to Directors for participation in Board and Committee Meetings
2020

Meeting fees and allowances paid

For Board Committees
ﬁ;‘ Name of Director e - _— ;
: or Boar: . . . is otal Amoun
Meetings Audit Committee HR Committee Committee Paid
(Rupees)
1 Noor Ahmed 2,000,000 1,000,000 500,000 500,000 4,000,000
Total Amount Paid 2,000,000 1,000,000 500,000 500,000 4,000,000
2019
(Rupees)
1 Arif Ahmed Khan 460,020 - - - 460,020
2 Noor Ahmed 2,529,285 257,730 262,185 262,185 3,311,385
Total Amount Paid 2,989,305 257,730 262,185 262,185 3,771,405
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35.3 Disclosure on Board of Directors

2020
Date of Joining / Leaving
the Board Mecr’r;ber Number of other Board
. u

,\Slr. Name of Director S eF Diliaekay Board Memberships

o Joining Leaving Committees

1 Noor Ahmed 13-Dec-18 - Non executive director 3 =

2 Wang Li 27-Jun-18 - Non executive director 3 -

8 Zuo Kun 19-May-20 - Non executive director 3 -

4 Deng Shuang 26-Feb-17 16-Mar-20 Non executive director - -

5 Wang Baojun 10-May-18 - Executive director 1 2

6 Shahnawaz Mahmood* 06-Jan-14 06-Jan-20 Executive director - -

2019
Date of Joining / Leaving
the Board Member

S Status of Director of Number of other Board
Nr. Name of Director Board Memberships

o Joining Leaving Committees

1 Arif Ahmed Khan 15-Jan-18 21-Mar-19 Chairman Nil Nil

2 Noor Ahmed 13-Dec-18 - Non executive director 3 Nil

3 Wang Li 27-Jun-18 - Non executive director 8 Nil

4 Deng Shuang 26-Feb-17 - Non executive director 1 Nil

5 Wang Baojun 10-May-18 - Executive director 1 Nil

6 Shahnawaz Mahmood* 06-Jan-14 = Executive director 2 4

*Mr. Shahnawaz Mahmood vacated office on 06 January 2020 and was present on the Board of following entities.

1 Pakistan Stock Exchange Limited

2 Centeral Depository Company of Pakistan Limited
3 Pakistan Mercantile Exchange Company Limited
4 National Clearing Company of Pakistan Limited

35.4  Directors' Participation in Board and Committee meetings

2020
Number of Board committees Attended
Number of
Sr. . Board meetings
Name of Director . .
No. Attended Aud.lt HR Committee R|5I§
Committee Committee

1 Noor Ahmed 4 4

2 Wang Li 4

3 Zuo Kun 1 @ @ @
4 Wang Baojun 4 - - 2
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2019
Number of Board committees Attended
Number of
Sr. . Board meetings
Name of Director . .
No. Attended Audit - Risk
Committee SR et Committee
1 Arif Ahmed Khan 1 - - -
2 Noor Ahmed 5
3 Wang Li 5 1 1 1
4 Deng Shuang - - - -
5 Wang Baojun 5 - - 1
6 Shahnawaz Mahmood 5 1 - 1

36 FAIR VALUE MEASUREMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted
market price. Quoted securities classified as held to maturity are carried at cost. The fair value of unquoted
equity securities, other than investments in associates and subsidiaries (if any), is determined on the basis
of the break-up value of these investments as per their latest available audited financial statements.

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 calculated 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.

36.1 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:

Level 1: 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 1 that are
observable for the assets or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

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

36.2  The table below analyses financial instruments measured at the end of the reporting period by the level in
the fair value hierarchy into which the fair value measurement is categorized:

2020
Carrying value Level 1 Level 2 Level 3 Total
Rupees
On balance sheet financial instruments
Financial assets - measured at fair value
Investments
Federal Government Securities 7,971,944,000 - 7,971,944,000 - 7,971,944,000
Shares 255,012,540 255,012,540 - - 255,012,540
Preference Shares 384,930,000 384,930,000 - - 384,930,000
Non-Government Debt Securities 4,094,382,122 - 3,833,217,122 261,165,000 4,094,382,122
12,706,268,662 639,942,540 11,805,161,122 261,165,000 12,706,268,662
Financial assets - disclosed but not measured
at fair value
Non-Government Debt Securities 1,712,346,460 - - - -
14,418,615,122 639,942,540 11,805,161,122 261,165,000 12,706,268,662
Off-balance sheet financial instruments - measured
at fair value
Forward government securities transactions - purchase 4,987,510,000 - - 4,987,510,000 4,987,510,000
Forward government securities transactions - sale 1,150,804,380 - - 1,150,804,380 1,150,804,380
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2019
Carrying value Level 1 Level 2 Level 3 Total
Rupees
On balance sheet financial instruments
Financial assets - measured at fair value
Investments
Federal Government Securities 13,884,627,076 = 13,884,627,076 = 13,884,627,076
Shares 50,052,879 50,052,879 = = 50,052,879
Non-Government Debt Securities 1,955,584,841 = 1,694,419,841 261,165,000 1,955,584,841
15,890,264,796 50,052,879 15,579,046,917 261,165,000 15,890,264,796
Financial assets - disclosed but not measured
at fair value
Non-Government Debt Securities 2,189,925,778 - - - -
18,080,190,574 50,052,879 15,579,046,917 261,165,000 15,890,264,796
Off-balance sheet financial instruments - measured
at fair value
Forward government securities transcations - purchase 13,203,885,476 - - 13,203,885,476 13,203,885,476

36.3 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 Securities
Listed Securities

Non-Government Debt Securities MUFAP

37  SEGMENT INFORMATION

PKRYV rates (Reuters page)
Market Prices

37.1 Segment Details with respect to Business Activities 2020
Corporate Banking Investment
& SME group Banking group Treasury Head Office Total
Rupees

Profit & Loss

Net mark-up/return/profit 1,220,527,921 7,750,194 113,566,047 97,381,495 1,439,225,657
Inter segment revenue - net (1,020,674,000) (28,990,000) (83,899,000) 1,133,563,000 -
Non mark-up income 72,466,420 155,755,664 20,514,504 87,167,796 335,904,384
Total Income 272,320,341 134,515,858 50,181,551 1,318,112,291 1,775,130,041
Segment direct expenses (38,171,338) (49,760,748) (19,833,003) (383,990,135) (491,755,224)
Provisions (58,429,274) - - (58,460,535) (116,889,809)
Profit before tax 175,719,729 84,755,110 30,348,548 875,661,621 1,166,485,008

As at 31 December 2020 management has conducted an impairment analysis for equity investment in PSX and recognized an impairment loss of Rs. 54 million (2019: 246.2
million). The impairment loss is charged to Head Office segment.

2020
Corporate Banking Investment
& SME group el e Treasury Head Office Total
Rupees

Balance Sheet
Cash & Bank balances = = 1,149,985,152 2,258,346,926 3,408,332,078
Investments 5,806,029,357 1,185,948,537 7,971,944,000 693,969,474 15,657,891,368
Advances

Performing 9,791,400,277 - = 84,081,404 9.875,481,681

Non-performing 1,673,953,099 = = 663,564 1,674,616,663
Others 283,928,020 49,071,270 204,807 459,518,818 792,722,915
Total Assets 17,555,310,753 1,235,019,807 9,122,133,959 3,496,580,186 31,409,044,705
Borrowings 5,147,185,361 501,664,000 7,254,064,477 = 12,902,913,838
Deposits 512,400,000 = = = 512,400,000
Others 227,844,921 11,035,458 168,347,435 104,248,442 511,476,256
Total liabilities 5,887,430,282 512,699,458 7,422,411,912 104,248,442 13,926,790,094
Equity - - - 17,482,254,611 17,482,254,611
Total Equity & liabilities 5,887,430,282 512,699,458 7,422,411,912 17,586,503,053 31,409,044,705
Contingencies & Commitments 3,651,222,918 - 6,138,314,380 168,100,000 9,957,637,298
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2019
Corporate Banking Investment
& SME group it e Treasury Head Office Total

Profit & Loss Rupess

Net mark-up/return/profit 1,271,421,359 8,505,354 339,343,733 93,707,513 1,712,977,959
Inter segment revenue - net (1,144,868,322) (36,523,525) (284,887,828) 1,466,279,674 -
Non mark-up income 29,608,125 72,480,231 2,116,284 196,817,010 301,021,650
Total Income 156,161,162 44,462,060 56,572,189 1,756,804,197 2,013,999,609
Segment direct expenses (20,094,702) (37,473,988) (19,219,442) (399,541,450) (476,329,582)
Provisions (225,736,707) - - (246,176,803) (471,913,510)
Profit before tax (89,670,247) 6,988,072 37,352,747 1,111,085,944 1,065,756,517

As at 31 December 2019 management has conducted an impairment analysis for equity investment in PSX and recognized an impairment loss of Rs 246.2 mi

million). The impairment loss is charged to Head Office segment.

illion (2018: 153.1

2019
Corporate Banking Investment
& SME group et e Treasury Head Office Total
Rupees

Balance Sheet
Cash & Bank balances - - 2,000,000,000 2,054,611,042 4,054,611,042
Investments 4,134,398,498 491,965,036 13,884,627,076 730,505,114 19,241,495,724
Advances

Performing 8,222,259,331 - - 76,300,813 8,298,560,144

Non-Performing 991,977,764 - - 663,564 992,641,328
Others 227,598,273 32,740,278 - 552,545,360 812,883,911
Total Assets 13,576,233,866 524,705,314 15,884,627,076 3,414,625,893 33,400,192,149
Borrowings 2,102,001,321 - 14,017,291,666 - 16,119,292,987
Others 189,552,855 411,720 329,422,995 129,499,659 648,887,229
Total liabilities 2,291,554,176 411,720 14,346,714,661 129,499,659 16,768,180,216
Equity - - - 16,632,011,933 16,632,011,933
Total Equity & liabilities 2,291,554,176 411,720 14,346,714,661 16,761,511,592 33,400,192,149
Contingencies & Commitments 3,346,997,616 - 13,203,885,476 169,600,000 16,720,483,092
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37.2

Segment details with respect to geographical locations

GEOGRAPHICAL SEGMENT ANALYSIS

Profit & Loss

Net mark-up/return/profit

Non mark-up / return / interest income
Total Income

Total expenses

Provisions/Impairment

Profit before tax

Balance Sheet
Cash & Bank balances
Investments
Advances
Performing
Non-performing
Others

Total Assets

Borrowings
Deposits
Others

Total liabilities
Equity

Total Equity & liabilities

Contingencies & Commitments

Profit & Loss

Net mark-up/return/profit

Non mark-up / return / interest income
Total Income

Segment direct expenses
Provisions/Impairment

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

~—h
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2020
In Pakistan Outside Pakistan Total
(Rupees)
1,439,225,657 - 1,439,225,657
335,904,384 - 335,904,384
1,775,130,041 - 1,775,130,041
(491,755,224) - (491,755,224)
(116,889,809) - (116,889,809)
1,166,485,008 - 1,166,485,008
3,408,332,078 - 3,408,332,078
15,657,891,368 - 15,657,891,368
9,875,481,681 - 9,875,481,681
1,674,616,663 - 1,674,616,663
792,722,915 - 792,722,915
31,409,044,705 - 31,409,044,705
12,902,913,838 - 12,902,913,838
512,400,000 - 512,400,000
511,476,256 - 511,476,256
13,926,790,094 - 13,926,790,094
17,482,254,611 - 17,482,254,611
31,409,044,705 - 31,409,044,705
9,957,637,298 - 9,957,637,298
2019
In Pakistan Outside Pakistan Total
(Rupees)

1,712,977,959 - 1,712,977,959
301,021,650 - 301,021,650
2,013,999,609 - 2,013,999,609
(476,329,582) - (476,329,582)
(471,913,510) - (471,913,510)
1,065,756,517 - 1,065,756,517
4,054,611,042 - 4,054,611,042
19,241,495,724 - 19,241,495,724
8,298,560,144 - 8,298,560,144
992,641,328 - 992,641,328
812,883,911 - 812,883,911
33,400,192,149 - 33,400,192,149
16,119,292,987 - 16,119,292,987
648,887,229 - 648,887,229
16,768,180,216 - 16,768,180,216
16,632,011,933 - 16,632,011,933
33,400,192,149 - 33,400,192,149
16,720,483,092 - 16,720,483,092
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38 TRUST ACTIVITIES
The Company is not engaged in any trust activity.
39 RELATED PARTY TRANSACTIONS

The Company has related party relationships with shareholders and entities in which its shareholders
have any interest, key management personnel, directors and employees' funds. The Government of
Pakistan (Ministry of Finance) is a related party of the Company; therefore all government authorities,
agencies, affiliates and other organizations ("state-controlled entities") are related parties of the Company.
Significant transactions with these state-controlled entities have been separately disclosed, in aggregate.
Other entities which for its business acquisition or provision of services relies / depends to a greater extent
on the Company / DFI i.e. major portion (50% or more) of its business (upstream or downstream) is also a
related party.

Banking transactions with the related parties are executed substantially on the same terms, including
mark-up rates and collateral, as those prevailing at the time for comparable transactions with unrelated
parties and do not involve more than normal risk (i.e. under the comparable uncontrolled price method)
other than those under terms of employment.

Details of transactions with related parties during the period, other than those which have been disclosed
elsewhere in these financial statements are as follows:

Pak China Investment Company Limited
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40.3

40.4

40.5

40.6

41

2020 2019

---------------- Rupees----------------
Other information:
National minimum capital requirements prescribed by the SBP
CET1 minimum ratio (%) 6.00% 6.00%
Tier 1 minimum ratio (%) 7.50% 7.50%
Total capital minimum ratio (%) 10.00% 10.00%
Capital Conservation Buffer (CCB) 1.50% 2.50%
Total capital plus CCB minimum ratio (%) 11.50% 12.50%
Leverage Ratio (LR):
Eligible Tier-1 Capital 14,548,974,333 14,482,895,000
Total Exposures 37,098,334,832 47,690,469,000
Leverage Ratio 39.22% 30.37%
Liquidity Coverage Ratio (LCR):
Total High Quality Liquid Assets 6,876,435,858 5,625,374,806
Total Net Cash Outflow 2,172,567,377 272,598,273
Liquidity Coverage Ratio 316.51% 2063.61%
Net Stable Funding Ratio (NSFR):
Total Available Stable Funding 22,753,402,740 21,869,975,434
Total Required Stable Funding 17,162,309,958 19,862,410,210
Net Stable Funding Ratio 132.58% 110.11%

The SBP, vide BPRD Circular No.08 dated 23 June 2016 has set the minimum Net Stable Funding Ratio
Requirement (NSFR) for Banks / DFIs at 100%. Further, the Company is relaxed from maintaining minimum

Liquidity Coverage Ratio (LCR) being a Development Finance Institution (DFI).
The link to the full disclosure is available at http:/pakchinainvest.com

RISK MANAGEMENT

The Company manages all of its risk proactively through a well-established 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.

Pak China Investment Company Limited “
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Risk management philosophy and framework

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

The Company's risk management policies are established to identify and analyze 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 committees are responsible
specifically for overseeing execution of the ERM strategy and monitoring performance against the
Company's risk management framework.

Board Level Committees
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 ensuring an effective system of
risk management and controls are implemented. The BRMC is also responsible for overseeing 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.

Senior Management Level Committees
Risk Review Committee (“RRC")

The RRC is responsible 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,
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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.

Impact of covid-19 on the Company

The COVID - 19 pandemic has taken a toll on all economies and emerged as a contagion risk around the
globe, including Pakistan. To counter it's impact on businesses and economies, regulators /governments
have introduced a host of measures on both the fiscal and economic fronts.

The State Bank of Pakistan (SBP) has also responded to the crisis by reducing the Policy Rate by 225 basis
points to 11% in March 2020 , 200 basis points to 9% on 16 April 2020, 100 basis points to 8% on 15
May 2020 and by another 100 basis points to 7% on 25 June 2020. Besides, numerous other regulatory
measures have been announced by the SBP to support business and economic activity which include,
inter-alia, the following:

e Allowing companies to defer borrowers’ principal loan payments by one year;

e Relaxing regulatory criteria for restructured/rescheduled loans for borrowers who require relief on
account of the principal repayment exceeding one year and / or mark-up.

e Relaxing the debt burden ratio for consumer loans from 50% to 60%;

e Reduction in the capital conservation buffer by 100 basis points to 1.5%;

e Increasing the regulatory limit on extension of credit to SMEs to Rs.180 million;

e Providing concessionary refinance facilities to Hospitals for financing equipment;

¢ To control unemployment, offered refinance facilities to customers for meeting their salary expense; and
e Besides, various other steps have been announced to dampen the effects of Covid-19.

COVID-19 is impacting companies in Pakistan on many fronts. This includes significant increase in overall
credit risk and contraction of fee income due to overall slowdown in economic activity. Furthermore, there
is increased operational risk in respect of business operations including enhanced cyber-security threat.

Credit Risk Management and Asset Quality

The Risk Management function of the Company is regularly conducting assessments of the credit portfolio
to identify borrowers most likely to get affected due to changes in the business and economic environment.
The Company has further strengthened its credit review procedures in the light of COVID-19. The Company
is continuously reviewing the portfolio, to identify accounts susceptible to higher risk, resulting from the
COVID-19 outbreak. The Company's management has created a buffer against unforeseen loan losses and
to preserve the quality of the Credit portfolio.

Owing to the impact of Covid - 19 on economic activity, several business segments of economy were
impacted by the pandemic. Therefore, certain borrowers of the Company have availed the SBP enabled
deferment / restructuring and rescheduling. However, the full potential effect of the economic stress is
difficult to predict given the uncertain economic environment. Hence, the management estimates that it is
appropriate to maintain an additional specific provision on the funded advance on the basis of subjective
evaluation. The management is also maintaining 1.5% (2019: 2%) general provision against performing

loans and advances.
Pak China Investment Company Limited
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Liquidity Risk Management

In view of the relaxation granted by SBP for deferral of principal and rescheduling of loans there will be an
impact on the maturity profile of the Company. The Asset and Liability Committee (ALCO) of the company
is continuously monitoring the liquidity position and the company is confident that the liquidity buffer
currently maintained is sufficient to cater to any adverse movement in the cash flow maturity profile.

Equity Risk Management

There is no significant impact of COVID-19 on the listed equity securities of the company classified as
available-for- sale. Impairment against these securities has already been recognized in the financial statements,
as applicable. No relief has been obtained during the year on account of deferment of impairment.

Operational Risk Management

The Company is closely monitoring the situation and has invoked required actions to ensure the health and
safety of the Company's staff alongside uninterrupted service to customers. The senior management of the
Company is continuously monitoring the situation in order to take timely decisions.

Business Continuity Plans (BCP) for respective areas are in place and tested. The Company has enhanced
monitoring of cyber-security risks during these times. The remote work capabilities were enabled for
staff, where required, and related risk and control measures were assessed to ensure that the Company’s
information assets are protected from emerging cyber threats and comply with the regulatory protocols
required under the circumstances. The Company is communicating with its customers on how they can
avail the services from its digital/online channels also.

The Company staff is working tirelessly to ensure that service levels are maintained, customer complaints
are resolved and turnaround times are monitored so that the Company continues to meet the expectations
of all stakeholders.

Capital Adequacy Ratio (CAR)

In order to encourage companies to continue lending despite anticipated pressure on profits, credit risk
and liquidity, the SBP has relaxed the Capital Conservation Buffer (CCB) requirements to 1.5%, resulting in
a 1% decline in CAR requirements.

Credit Risk

Credit risk is the risk emanating when a counter party of the Company does not fulfil its contractual
obligation 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 ensure 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 40.

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

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 delegation. A standard alphabetic credit risk-grading system is being used by the
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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 to individual counterparties and groups of connected counterparties
are 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 Committee and Board Risk
Management Committee, containing information on key variables; portfolio delinquency and financing
impairment performance. All Corporate exposures accounts are monitored carefully for performance and
reviewed formally on an annual basis or earlier. 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 relationship under existing Business Group or transferred to Legal Department. All non-performing
accounts under litigation for recovery are monitored closely by the Legal Department of the Company
which directly report to the Managing Director. 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 guarantee is obtained where required. The reliance that
can be placed on these credit mitigation resources is carefully assessed in light of issues such as legal
enforceability, market value and counterparty risk of the guarantor.

Collateral types which are eligible for risk mitigation include: cash under lien; mortgage / charge over
residential/commercial/industrial property; charge over assets such as plant and machinery; marketable
securities; commodities; bank guarantees; and letters of credit etc. 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 underlying 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 counterparties which enable
them to settle transactions on net basis. In absence of such agreements the financial asset and liabilities
are settled on gross basis.

Particulars of the Company's significant on-balance sheet and off-balance sheet credit risk in various
sectors are analyzed as follows:

Pak China Investment Company Limited
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41.5

Operational Risk

Operational risk is the risk of direct or indirect loss arising from inadequate or failed internal processes,
people, technology and infrastructure within the Company, and from external factors other than credit,
market and liquidity risks such as those arising from disruptive business events, natural disasters, non-
compliance with regulations and generally accepted standards of corporate behavior.

The Company has established Operational Risk Management Framework, which outlines approaches to
identifying, measuring, reporting and mitigating operational, information security and business continuity
risks with forward looking management discipline. The management of operational risk is the primary
responsibility of each business or support function and implementation of the framework is coordinated
by Operational Risk Department under supervision of GH-Risk Management, who maintains supervisory
oversight and drives improvement.

Information Security

Information Security risk is increasingly assuming prominent threat potential in digital age. The Company
recognizes its key dependencies on systems, people and service processes and the risks, to which they
are exposed to both from internal and external factors. To mitigate these threats, the Company has
implemented robust information security framework based on industry best practices.

Business Continuity Management

The Company is committed to ensure continuity and resilience of its key business processes and service
deliveries against internal and external disruptive events, natural calamities, etc. To achieve these objectives,
the Company has designed and implemented Business Continuity Plan (BCP) by identifying disruptive
scenarios, developing continuity plans and periodically testing the same for their continued viability.

Operational Risk-Disclosures Basel |l Specific

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

Liquidity Risk

Liquidity risk is the risk that the Company is not in a position to fund growth in assets or meet obligations
as they become due. Liquidity risk arises in the normal course of business by taking shorter term liquidity
sources, often repayable on demand or at short notice, and using these short term sources to fund credit
facilities over medium to longer periods. The Company has defined the liquidity risk appetite at a level so as
to ensure that the Company has a controlled liquidity risk position with adequate cash or cash equivalents to
be able to meet its financial obligations, in all foreseeable circumstances and without incurring substantial
additional costs.

Asset Liability Committee (ALCO)

The ALCO develops and implements the policy and procedures that translate the Company's goals,
objectives, and risk tolerances into operating standards that are well understood by the Company'’s staff.
ALCO oversees the implementation and maintenance of management information and other systems that
identify, measure, monitor and control the bank’s liquidity risk.

Liquidity management and monitoring

The Company'’s daily liquidity management activity is performed by the Treasury Department. Treasury's
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activity is overseen by the Market Risk team which measures, monitors and reports on liquidity management
activity, covering the following activities:

- Monitoring of the maturity profile of assets and liabilities on a continuous basis;
- Stress testing based on the sensitivity analysis of key factors and combined events:

- Measuring Key regulatory liquidity indicators e.g. Liquidity Coverage Ratio (LCR) and Net Stable Funding
Ratio (NSFR);

- Monitoring of concentration risks in liquidity sources; and

- Monitoring of early warning indicators to assess the potential impact arising from a series of defined
idiosyncratic and systemic stress scenarios.

Liquidity Contingency plan

The Company has an established liquidity position available all the times to meet the contingencies. In
addition, Company has also entered into financing agreements with different Commercial Banks to meet
its funding requirements.

Pak China Investment Company Limited



INVESTVIENT COMPANY LIMITED

£€6'T10TE9'9T

LL9TSLY
800'GET'9ES'S
TLY'909'V8E'T
LETT88'6
075'££9'969'6
£80'PY8'6EL'Y  LV0'/B6'T68'C  8Y9'V/L0'T69 S61°TTS'LTY 895°268'88Y'T  €€9'028'9LV'T  CET'TTL00S P9T'v¥8'SST  €SL'0TT'SLO'T  66S'OLV'LYT'T  €88'CSS'8/8  ¥E€6'900'8€  ¥6T'890'6TT  £E€6'T10TEIIT
- TvV'6L5'LE TEV' Y9V ¥80'T SY8'OVZYIT'T  LO0'TLE'LS 0T9'L9LTYS'S  SOL'0S8'SS8'9  T9LT89'9SS  TTLTEV'SEOT  S9TVLETOT 9L¥'102'ZT £66'0EL'TT  €TS'6VT'60E  88L'SY60LLIT
- - TL¥'066'C9 $88'99L°THT || L1S'€00'CS 9L9'8TS'EVT 789'€08'€9T 100°005°8T T6€'660°07 S9TYLET 9L¥'102°CT €66'0ELTT || EPY'ESY 108259159
- TvV'6L5'LE 096'€LV'TT0'T 096'€LY'TZO'T | | 061'89€'S YY6'8ET'66E'S | | £TO'LYOTE9'9 | | 09LTBT'SES || 6TETEE'S66 000'000'00T - - 080'965'80€E | | £86T6T'61T'9T
£80'VY8'6EL'Y  881'995'6C6'C  6L0°6ES'9LLT OVO'€9LT6ST  SLS'69T'9YST  €ST'88S'610°L  LE8'TIS'9SEL  STE'9TSTIL  VLYTYI'OLTT  ¥98'v8'6¥T'T  6SEVSL068  LT6'LEL'OS  LI8'LIE'8TY  TTLLS6TOV'EE
- 02Z'9€Z'911T r6'06€T 80€°009°'C £8T'106'S 0£L'0¥0'0T 6.8'T6L°0C SSLTY6'TT 11570025 ¥6£TS0'0ST 18T'155'9C SYT'ETS'9E || EVO'8ET'LST || L6£'692'T09
- - - - - - - - - 669'S15'TS - - 669'S15'CS
- - 9TY'E6T 0vL'S6T SE6'EL SE6'EL SE6'EL SY9'vT SY9'vT SY9'vT 906'78L
119'095'8YT 0L6'810°6T 89'099°c€ ¥8€TY0'SE +01'820'6 01'825'€T +01'820°6 89€'600'€ 89€'600'¢ 89€'600'€ - - - 620'568'9LC
£€9'8VY'TIS'T || 8YT'9TO'V6ET| | 09L'6LT°€0S'T PST'ETB'SLT'T| | L60'€09°9LT LLT'8L9'8BE'T || ¥8T'06S VLY 9SY'STT'6ET || 0S6'909'SS 8GE'C6LYS - - £0S'0€0'T9T || ¥2S'S0T'98Z'6
6€8'VE8'8ZO'E || 0ST'S8Z'00V'T|| TOEYT0'BET ¥S+'100'8LE LEE'615'88 L0T'L9T'LO9'S || SEL'LLOTSS'D || TOL'STE LYS - 000'05+'686 - - - VTLSLL6TT'6T
- - - - - - - - - - 8L1°€0C'Y98 ||C89VITYT - 098'L1¢'8.8
- - - - ST6'EVT'99T'T - - - 000'000000°C || - - - £92'6¥0°0T T8T'E6TILT'E
(s@adny)
SIBIA G SIedA G sledh ¢ sleah g 1e9A T 0} SUIUOW 6 SYIUON 9 SUIUON € SUIUON T YO T 0} shep $T shep £ Aeq T 10
JEIYe) 01 € J9AO 01Z 4970 01 T 4970 syyuow ¢ JOAQ 019 Jan0 01 € JOAO 01Z 4970 01 T 4970 shep T J9AO (SWACYe) 01 T J9AO odn (=Rl
610¢C
T19YSTT8Y'LT
£EY'E6T'ER
9PL'SLS'EST9
559'996'8ES'T
LETT8B'6
0VS'LE9'969'6
809'98£'595'S 759'861'99C°€ 655'586 70T T T0T'S6v'T€8 TSE'68078ET S/87759'T68 69T'97E'68E 9£5'9Z89TET £V0'E6ZTHO'T £90'0S2'TvT'S LEBTB'ET (569'6€8'0ZL'E)  LOE'LBT'EST T19'VSTT8Y LT
YWL'ETLS6E LYELY8[¥9'T 606'996'986 0T8'9T6'685'T L08'S9TTLY £59'SETBYE ¥79'0S1'92€ 0SL'60E'8CT'T £92'807'C T9STLELEOT S0'vLT ¥10'886T667  EESTEY ¥60'06£'9T6'€T
- 0ESTEY'T 0ESTEY'T €89'€TTCL 059062 ¥CT 0050027 ¥ST'T8LOL 0ST'6T'6 £92'801'C £EV'606'€8 ¥S07LT 9LLYLOYYT £€5'TEY 9STILY'TIS
= - - - - - - 000'00Y'Z1S - - - - - 000'00¥'Z1S
WL'ETL'S6E LI8'STYr9T 6LE'SES'S86 LTUE0LLTS'T LST'SE0'LYE LST'SE0'LVE 061'89€'55C 009'ST£'909 - 6C1'8IV'ES6T - 8ETETELV8Y - 8E8'ET6T06TT
ZSEOTS'T96'S 866'SYOVI6Y 897756160 T10TIH'12rT 85T'GSE'5S8'T 7€5'888'01C T £18'96v'STL 9TEYET'SPPT  90ETOLYHO'T 629'129'6LT'L 168'9ST¥T 6LEBYT'TLTT  OVB'BT9'EST SOL7v0'60r'TE
96T'S6E 7Y v6L'SISY 76067 ¥16'06€'T L10212TT 8EL'LS6 S06LyT'0T 09¥'6v€'9T VET'SSTLT 0ET'T6LBYT 168'9STYT 96170067 TT9'v66'€CT TLUYIV'ESY
- - - - - - - - - 26¥'T0V'S0T - - - T6¥'T07'S0T
- - - T18'661 TELEL TELEL TELEL LLSYT LLSYT LLSYT - - - 9ELY6Y
£SST96'9VT TL508Ee 789'86L'S £19'€€€'8C €25720TT €25720TT £25720TT Tv8'€15'8 8'vL9'C 89 - - - 915T9E'EET
LTL'9E0'80V'T 110'656'286T TY8'L67°009'T 6£L'928'9€6'T VELLSTOI9'T OvS'L6L'8TTT SELTYL'SSY 882'7€0%2C ¥59'T2L'TE 685'606'T7 - - £8Y'129'6C ¥7E'860°055 TT
TLLSTTTIE Y T29YVTET6T 000591781 £06'099'7S £51'788'22C 000'E 616'805'8EC 000'GE 000121266 000028'6£6'9 - - - 89€T68'/59'GT
- - - - - - - - - - - TST'S86'6VT'T - TST'S86'6VT'T
- - - - - - - - - - - ¥50'0£T'SE - 7S0'0£T'SE
- - - - - - - 091281'981°C - - - LL6TE69€ - SeLT TL89TT'ETTT
(soadny)
SIEIA G SIBOA G siedh g siedh g 1A T 0} SYIUOW 6 SYIUON 9 SYIUO € SYIUON T YIuo T 03 shep 4T shkep /. Ae@t 10
IO 0} € JaNO 0} Z JanO 0} T JaAQ syjuow ¢ JAAQ 0} 9 JanQ 0} € 49N 0} Z JanO 0} T JaAQ SAep $T J9AQ 0} £ 13AO 0} T J2AO oydn rll
0coc

uogenjeass uo snjding

jyoud pajedosddeun
SaAIaSRY

Sa.1eys JO anss| Jsulese adueApy
|eyded aseys

sjasse 1aN

sanliqel| JYi0
s3uimouiog

sanjiger]

syasse Jay10
s)asse xe} paiajeq
syasse a|qisueju|
syasse paxi4

Sa2UBAPY

SjusSIAU|

2dueleq syueq JBYIO
s90UE[Eq] Yueq AInsea.]

SEESY

uoyen|eAal uo snjding

jyoud pajendosddeun

anIasal Aloyners

Saleys JO anss| Jsulese adueApy
|eyded aJeys

sjasse 1aN

sauliqel| Y0

sjunod2e JaY10 pue sysodaq
sduimoulog

sauicer

sjasse JaYy10
s)asse xe} paiajeq
syasse a|qidueju|
sjasse paxi4
SaOUBAPY
SJUBLISAAU|
1oueuy 03 ulpua
9dueleq SuUeq JBYIO
s90UElEq Yueq AInseal]
sjassy

suoymysul

Auedwo) ay3 Jo sanljiqel| pue s}asse a3 Jo AJINjeul [enjoeIIUOD UO Paseq - SaLji|igel] pue s)assy Jo saunieln  T'STi

0Z0Z JaqwiadaQ TE pPapus Jeak ayj Jo4
Sjuouwiale]g |eldueulq 9y} 03 S9]ON

93

imited

Pak China Investment Company L




ANNUAL REPORT 2020

INVESTVMENT COMPANY LIMITED

€€6'TT0TEY9T

LL9TSLY
800'SET'9ES’S
TLY'909'V8ET
LET'T886
0VS'££9'969°6
- €80'V¥8'6ELY  L¥0'L86'T68'E 8Y9'vL0'T69 S61°TTS LTy 10Z'8TL'596'C CET'TTL'00S LT6'YSO'TET'T 0T/'860°€81°C €E6'TT0TEYIT
- - Toy'6LSLE TEV' Y9V ¥80°T SY8'OVZTYITT  LT9'6ET°009°G G0L'058'G58'9  Z8¥'PIT'T6ST £ST'955'9EY 88/'SY6'0LL'9T
- - - TL1'066'C9 G88'99LTHT €61°CES'S6T 789°€08°€9T €6€°665'85 LLT°096'LT 108C59'159
- - Tri'645'LE 096'€LP'TTO'T 096'€LY'TZO'T || EV'LO9VOV'S £20°L¥0'T69'9 | | 680'STS'EES'T 080965801 £86'T6T61T'9T
- £80'778'6ELY 881'995'626°€ 6L0'6ES'9LL'T OPO'E9L'T6S'T  8T8LS8'G9S'8 LE8TIS'9SE'L  66E'69T°ECBT £96'759'619°C TTL'LS6'TOV'EE
- - 02Z'9€T9TT Y76°06€'T 80£°009°C LT6TY6'ST 6£8'T6L'0C 99T'EV6' VL €9TY9€°0LE L6L°69T°T09
- - - - - - - - 669'G15°TS 669'G1S°CS
- - - 9TY'E6T ovL'S6T 0/8°LYT SE6'EL 06261 SY9'vT 906'78L
- T19°095'8¥T 0L6'8T0°6T 819°099'c€ ¥8€TY0'GE 802'955'CC 7018206 9€L'810°9 89€'600°€ 620'668'9LC
- €€9'8YY'T9S'T 8¥1'920'v6£°C 09£°6£T'€0S'T YST'ET8'SLTT || VLETBT'S99'T ¥8T°06S VLY 90v'TEB' V6T G98'€78'GTE ¥25'S01'98¢°6
- 6£8'7€8'8Z0°E 0ST'S8Z°007'T TOE'YT0'8ET ¥S¥'T00'8LE 75'98£'569'G SE€L'LL0'TS8'9 || TOL'STE LS 000°05t'686 YTLSLL6TT 6T
- - - - - - - - 098°L1+'8/8 098°21¥'8/8
= o - - - ST6EVT'99T'T - 000'000°000°C_| | £9Z'6¥0°0T Z8T'E6T'9LT'E
saadny
SiesA 0T SIB9A SIBOA SIBOA SIBOA JE9A T 01 SUYIUOIA| SYIUOIN
anoqy 0T 03 G I3AO G 0} € B0 € 0} Z IBAO CO}ITJIAD  SYWUON 9JSAQ 9 0} € JI9AO € 0} T J3A0 Yauo T 03dn 1e10L
610¢C
119'vST'28Y LT
EEV'EGT'ES
OVL'SLS'EST9
659'996'8ES'T
LET'1886
0VS'L£9'969°'6
€TL'060°948°T T68'G69'689°€ 899'861°99C°€ 6SS5'G86'70T°T 20T'S61'TE8 LTTTYL9LT'T 69T°9¥€68E 09'6T1'65€C £15'085'889'T T19'vSTT8Y'LT
- SYL'€TL'G6E OVELY8' YT 606'996'986 018'9T6'68ST  ¥9¥'105°618 ¥9°0S1°9Z€ ¥T0'8TLOET'T T91'G96'620°L 760°06L'9T6'ET
- - 0£S°TEY'T 0ES'TEY'T €89°€1CCL 0STTEY'SZT ¥ST°C8L'0L YI¥'209'TT G61'€85'8CC 9STILY'TTS
- - = = - - = 000'00%'CTS - 000'00%'CTS
- SYL'€TL'G6E 918'STV'9r9'T 6L£'GES'G86 LTT'EOL'LIST || YTE0LOV69 06%'89€'G5C 009'STL'909 £9€'T8€'T08°9 8€8'€T16'206°CT
€1£'060'9/8T L£9'61¥'G80'Y YI0'9¥0'vT6Y  89¥'TS6'160°C CI0TIV'ITY'T  T69'EVT'960°C €18'96¥'GTL 819°/£8'68Y'E 6EL'SYS'8TL'S SOL'v0'601'TE
V62°S6E Y - 018'SIS'Y 606€T 76°06€'T SSLYLITT S06°L¥1°0T 089'v0S ey 6E8'EV6'GEE TLT'Y9V'ESY
- - = = - - = = T6¥°TOK'SOT 26%T01'S0T
- - - - Z18'661 oV LYT TEL'EL ST'6Y LLSYT 9EL' Y6y
L6T'TLE'BET 092°066°L CTLS'0EEE 289'86L'S €19'€€€'8T 9¥0'6%0'CT €25YC0'TT 789'881°C1 TY8'vL9E 915°T9¢e'eET
85CTTVT'6LT 69'76L'8CZT'T 110'556'286'C TY8'L6T°009°T 0V£'9T8'9€6'T | | SLT'SS6'8E8'T SELTYL'SSY TY6'€GL'SST TLO'TES'TL 7€'860°055°'TT
79808V’ €TH'T 806'7€9'816'C 1T9'vYT'eT6HT 000°'59%'781 €06'099' 7St €sT'L16'TCC 616'805'8EC 00065166 000'0Z8'6£6'9 89€T68'£59'ST
- = = - - = = TST'G86'6VTT || TST'S86'6YT'T
- - - - - - - - ¥S0'0€Z'sE ¥S0'0€T'sE
- - - - - - - 091°281'981°C CILYEL'9E CL89TT'ETT'T
saadny
SieaA 0T SIE9A SIB9A SIB9A SIEaA Jea\ T 0} SUIUOIA| SUJUOIN
anoqy 0T 031 G 13O G 0} € BAO € 0} ¢ IB3NO CO1TJIAO  SYUON 9J3AQ 9 03 € J9AO € 0} T I3AO Yauo T 03dn 1e30L
0z0c

uonen|eAas uo sniding
jyoud pajendosddeun
2AI9S34 AJoJniels
9AI9S3I AloJniels
|leuded aseys

sjasse 9N

qel| _Yyo
s3uimoulog

[SER-PEIile)

s)asse xe} paliayeq
sjasse a|qiduelu)
s)asse paxiq

sa2UBAPY

SJUSWISIAU|

aoue|eq syueq Y0
Joue|eq syueq Ainseas |
sjassy

uonen|eAas uo sniding

jyoud pajendoiddeun

9AJI9saJ AloInjels

SaJeys Jo anss| JsuleSe adUeApY
|ended aseys

[SENREIN]

qel| _Yyo
S3UN022E JaY10 pue sysodag
s3uimoulog

sauilger]

[SER-FEIile)
S}asse xe} palisjag

s3asse a|qidueju|

S)9sse paxi4

SaJUBAPY

SJUSWISIAU|

suopnlsul [elpueuy 03 Suipua’
douejeq syueq Y0

2oue|eq syueq Ainseas |

SESSY]

Auedwio)) 3y} Jo SaL|Iqel| pUe S}aSSe Sy} JO SaLINjew Pa3dadxa UO paseq - SaLI|IGel] pue S}9SSe JO SAUMEBN 26 T

6T0Z Jaquiada TE papus Jeak ayy Jo4
SjuUSWIRlE]S [BIDUEUIH 3U] 03 SSI0N

imited

Pak China Investment Company L

94



INVESTIENT COMPANY LIMITED

Notes to the Financial Statements
For the year ended 31 December 2020

42 GENERAL
421 Events after the reporting date

There are no adjusting events after the date of statement of financial position that may have an impact on
the financial statements.

42.2  Captions, as prescribed by BSD Circular No. 2, issued by the SBP, for which there are no amounts, have not
been reproduced in these financial statements except for the statement of financial position and profit and
loss account.

42.3 Figures have been rounded off to the nearest Rupee, unless otherwise stated.
424  TheJCR-VIS has issued a long term credit rating of AAA, and the short term rating of A1+, for the Company.
43 RECLASSIFICATION AND REARRANGEMENT OF COMPARATIVE FIGURES

There have been no significant reclassifications and rearrangements in these financial statements

except for.

From To Rupees

Other assets Investments 111,720,000
Advances 5,095,948
Other liabilities (2,765,572)

The above reclassifications and rearrangements did not have any significant impact on balances reported
as on 01 January 2019, accordingly, statement of financial position as of that date have not been presented.

44 DATE OF AUTHORIZATION

These financial statements were authorized for issue in the Board of Directors meeting held on 30 March
2021.

Yt D I O&‘%

Wang Baojun Noor Ahmed Wang Li Armughan Ah Daud
Managing Director Director Director Chief Flnanaal Officer
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Profit After Tax

760.1 7732

615.1

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
(Rs in millions)
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