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Independent Auditors' Report on Review of Unconsolidated Condensed Interim Financial
Information to the Members of Saudi Pak Industrial and Agricultural Investment Company
Limited

Introduction

We have reviewed the accompanying unconsolidated condensed interim statement of financial position of
Saudi Pak Industrial and Agricultural Investment Company Limited (the Company) as at June 30, 2017 and
the related unconsolidated condensed interim profit and loss account, unconsolidated condensed interim
statement of c¢ rel 1sive income, unconsoli ed condensed interim ¢ 1 flow statement and
unconsolidated condensed interim statement of changes in equity and the notes to the financial information
for the half year then ended (here in after  erred to as the ‘interim financial information’). Management is
responsible for the preparation and presentation of this interim financial information in accordance with
approved accounting standards as applicable in Pakistan for interim financial reporting. Our responsibility is to
express a conclusion on this interim financial information based on our review. The figures of the
unconsolidated condensed interim profit and loss account and unconsolidated condensed interim statement
of comprehensive income for the three months ended June 30, 2017 and June 30, 2016 have not been
reviewed, as we are required to review only the cumulative figures for the half year ended June 30, 2017.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
"Review of Interim Financial Information Performed by the Independent Auditor of the Entity". Arev v of
interim financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial information as of and for the half year ended June 30, 2017, is not prepared, in all
material respects, in accordance with approved accounting standards as applicable in Pakistan for
interim financial reporting.

Emphasis of Matter

We draw attention to note 16.1.2(i) to interim financial information, which describes the uncertainty

related to the outcome of the tax reference filed by the Company before the Islamabad High Court which
is pending adjudication. Our conclusion is not modified in respect of this matter.

Chartered Accountants
Islamabad: September 19, 2017
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SAUDI PAK INDUSTRIAL AND AGRICULTURAL INVESTN NT COMPANY LIMITE™
NOTES TO THE UNCONSOLIDATED CONDENSED INTERIM FINANCIAL INFORMATION [UN-AUDITED]

FOR THE HALF YEAR ENDED JUNE 30, 2017

3.1

3.2

3.3

LEGAL STATUS AND OPERATIONS

Saudi Pak Industrial and Agricultural Investment Company Limited (the Company) was incorporated in
Pakistan as a private limited company on December 23, 1981 and subsequently converted as a public
limited company on April 30, 2008. The Company is jointly sponsored by the Governments of Kingdom
of Saudi Arabia and the Islamic Rept ic of Pakistan. The principal activity of the Company is to invest
in the industrial and agro-based industrial projects in . akistan on commercial basis and market their
products in Pakistan 1d abroad. The Company has been setup for a period of fifty years which may be
extended with approval of both of the Governments.

The registered office of the Company is situated at Saudi Pak . ower , Jinnah Avenue, Islamabad.

BASIS OF MEASUREMENT

. .iis unconsolidated condensed interim financial information has been prepared under the historical
cost convention as modified for certain investments which are carried at fair value, non-banking assets
acquired in satisfaction of claims and certain items of operating fixed assets which are shown at
revalued amounts and staff retirement benefit which is stated at present value of defined benefit
obligations net of fair value of plan assets.

STATEMENT OF COMPLIANCE

This unconsolidated condensed interim financial information of the Company for the half year ended
June 30, 2017 is unaudited and has been prepared in accordance with the requirements of
International Accounting Standard 34 - 'Interim Financial Reporting' and the requirements of format
prescribed by the State Bank of Pakistan's BSD Circular Letter No. 2 dated May 12, 2004 and
provisions of and directives issued under the repealed Companies Ordinance, 1984, the Banking
Companies Ordinance, 1962 and the directives issued by the Securities and Exchange Commission of
Pakistan (€~ 72P) and the State Bank of Pakis 1 (SBP). In case where requirements differ, the
provisions of and directives issued under the repealed Companies Ordinance, 1984 and the Banking
Companies Ordinance, 1962, and the directives issued by SECP and SBP shall prevail. This is
unconsolidated condensed interim financial information and does not include all the information as
required in the annual financial statements. Accordingly, this unconsolidated condensed interim
financial information should be read in conjuction with the Company's unconsolidated financial
statements for the year ended December 31, 2016.

The SBP through its BSD Circular Letter No.11 dated September 11, 2002 has deferred the
implementation of International Accounting Standard (IAS) 39, 'Financial Instruments: Recognition and
Me: Jrement' and IAS 40, 'Investment Property’ for [ elopment Financial Institutions (DFls) till
further order. Further, according to the notification of the SECP dated April 28, 2008, the International
Financial Reporting Standard (IFRS) - 7 'Financial Instruments: Disclosures' has not been applicable
for ~anks and DFls. Accordingly, the requirements of these standards have not been considered in the
preparation of this unconsolidated condensed interim financial information. However, investments have
been classified and valued in accordance with the requirements prescribed by the SBP through various
circulars.

The Companies Act, 2017 was enacted on May 30, 2017 and SECP vide its circular 17 of 2017 dated
July 20, 2017 has clarified that the companies whose financial year, including interim period, closes on
or before June 30, 2017 shall prepare their financial statements, including interim financial statements
in accordance with the provisions of the repealed Companies Ordinance, 1984.
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16.1

16.1.1

CONTINGENCIES AND COMMITMENTS

Contingencies

There is no change in the status of contingencies and commitments of the Company from the status given in
the preceding annual published financial statements for the year ended December 31, 2016 except for the

following:
Tax status

The Company has filed income tax returns for and up to tax year 2016 (year ended December 31, 2015). The
assessments for and upto the tax year 2015 were amended by tax authorities mainly related to disallowance of
provisions against non-performing loans and apportionment of expenses to income subject to final tax regime
and income subject to normal tax regime. The Company has filed appeals and reference application to the
higher fora in relation to adverse decisions. The Company paid tax under protest in relation to matters currently
pending and the amounts paid have been carried as receivable since management, based on the opinion of its
legal counsel, believes that the matters will be decided in favour of the Company.

16.1.2 Tax contingencies

i)

ii)

Issues involving disallowance of provision of non-performing loans and apportionment of expenses between
income subject to final tax regime and normal tax regime in respect of tax years 2004, 2005, 2006, 2008, 2009
and 2010 are under litigation before Islamabad High Court. Total outstanding demands in respect of tax years
under litigation amounts to Rs 539.44 million. The Appellate Tribunal Inland Revenue Islamabad did not
accept the Company's grounds of appeal in  pect of tax years 2004 to 2006 and 2008 to 2010. The
Company has filed tax reference before the Islamabad High Court which has | :n admitted for hearing.

For tax years 2012, provision for non-performing loans d certain other expenses were sallowed by
Additional Commissioner Inland Revenue. The Company filed appeal before Commissioner Inland Revenue-
Appeals (CIR-Appeals). CIR-App¢ s upheld certain actions of the assessing officer and remanded back other
issues to assessing officer. The Company filed an appeal before Appellate Tribunal Inland Revenue in respect
of issues decided against the Company which is pending adjudication. The Additional Commissioner Inland
..2venue passed an appeal effect orc - creating revised income tax demand of Rs. 68.4 million out of which
the Company has paid Rs 16.8 million under protest. The Company has obtained stay from Appellate Tribunal
Inland Revenue against the disputed demand.

For tax year 2014, provision for non-performing loans and certain other expenses were disallowed by Deputy
Commissioner Inland Revenue. The Commissioner Inland Revenue (Appeals) upheld certain actions of the
assessing officer and remanded back certain issues to assessing officer. The Company filed an appeal before
Appellate Tribunal Inland Revenue which is pending adjudication. The Officer Inland Revenue passed an
appeal effect order creating demand of Rs 85.4 million. The Company has paid Rs. 62.5 million under
protest. The Company has obtained stay from Appellate Tribunal Inland Revenue against the disputed
demand.

16.1.3 Other contingencies

(a)

Eden Developers (Pvt.) Ltd (COS No. 18/2015 of Rs. 697.350 million)

The titled damages suit filed against the Company was fixed for evidence of parties. However, on April 18,
2017 (the plaintiff) Eden Developers (Pvt.) Limited through their lawyer has stated before the honorable Judge,
Lahore High Court, Lahore, that they are unable to produce evidence in their subject suit because the directors
of the Company have been incarcerated, concerned employees of the company have also left tt r jobs
besides NAB has taken over custody of relevant record in a pending enquiry of a property scam. On the
request of their lawyer, the honorable High Court has consigned the titled suit to record with the permission
that the suit can be revived within six months by either party.
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RELATED PARTY TRANSACTIONS

The Government of Kingdom of Saudi Arabia and the Islamic Republic of Pakistan each own 50% shares of the Company.
Therefore, all entities owned by and controlled by these Governments are related parties of the Company. Other related parties
comprise of entities over which the Company has control (subsidiaries), entities over which the directors are able to exercise
significant influence (associated undertakings), entities with common directors, major shareholders, directors, key management
personnel and employ« i funds. The Company in normal course of business pays for electricity, gas and telephone to entities
controlled by Government of Pakistan. The Company has not extended any financing facilities to entities owned by the
Governments of Kingdom of Saudi Arabia and the Islamic Republic of Pakistan.

Transactions with the related parties are executed substantially on the same terms, including markup rates and collaterals, as
those prevailing at the time for comparable transactions with the unrelated parties and do not involve more than a normal risk
(i.e. under the comparable uncontrolled price method).

Other than those transactions which are made under the terms of employment, majority of the transactions with related parties
comprise of loans and advances, deposits etc.

Advances for the house building, conveyance and personal use have also been provided to staff and executives in

accordance with the employment and pay policy. Facility of group life insurance and hospitalization facility is also provided to
staff and executives. In addition to this, majority of executives of the Company have been provided with the Company

maintained car.

Following are the transactions and balan

Unaudited Audited
June 30, December 31,
2017 2016
Nature of balances / transactions Name of theentty e Rupees----------------—--
Outstanding balances at the period / year end
Sponsor
Other receivable Public Investmeni ind - Saudi Arabia 15,000,000 15,000,000
Subsidiary/associated companies
Investments - cost Saudi Pak Real Estate Company Ltd 500,000,000 500,000,000
Investments in shares - cost Saudi Pak Leasing Company Ltd 243,467,574 243,467,574
Investments in preference shares - cost Saudi Pak Leasing Company Ltd 333,208,501 333,208,501
Security deposit Saudi Pak F || Estate Company Ltd 278,280 278,280
Rent received in advance Saudi Pak Real Estate Company Ltd - 845,585
Rent receivable Saudi Pak Real Estate Company Ltd 200,980 -
Rent payable for generator Saudi Pak Leasing Company Ltd - 30,000
Key management personnel
Advances to executives 36,616,333 29,959,095
Employee funds
Deposits against COls Employee Provident Fund 12,500,000 12,500,000
Interest payable Employee Provident Fund 53,083 54,357
Contribution payable Staff Gratuity Fund 2,526,396 7,775,609
Unaudited Unaudited
June 30, June 30,
Transactions during the period 2017 2016
---------------- Rupees-------m--meceeeee.
Subsidiary/associated companies
Rent received Saudi Pak Leasing Company Ltd 302,705 279,510
Rent paid for generator Saudi Pak Leasing Company Ltd 185,861 65,895
Rent received _audi Pat. . . :al Estate Company Ltd 1,014,702 966,465
Electricity bills received Saudi Pak Real Estate Company Ltd 103,091 109,744
Key management personnel
Advances to executives 8,320,300 2,830,800
Repayment of advances 3,654,955 3,492,339
Employee funds
Contributions Employee Provident Fund 3,143,597 2,722,275
Interest expensed Employee Provident Fund 384,315 316,082
Contributions paid Staff Gratuity Fund 7,775,609 2,090,657

 with related parties:
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FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of traded investments is based on quoted market prices, except for securities classified by the Company as
‘held to maturity’. Securities classified as held to maturity are carried at amortized cost. Fair value of unquoted equity
investments is determined on the basis of break up value of these investments as per the latest available audited
financial statements.

Fair value of fixed term loans, other assets, other liabilities and fixed term deposits cannot be calculated with sufficient
reliability due to the absence of current and active market for such assets and liabilities and reliable data regarding
market rates for similar instruments. The provision for impairment of loans and advances has been calculated in
accordance with the Company’s accounting policy as disclosed in annual financial statements for the year ended
December 31, 2016.

Fair value of remaining financial assets and liabilities except fixed term loans, staff loans, non-performing advances and
fixed term deposits is not significantly different from the carrying amounts since assets and liabilities are either short term
in nature or are frequently repriced in the case of customer loans and deposits.

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 (Pakistan Stock Exchange) 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) available at MUFAP, Reuters
page, Redemption prices and determined by valuers on the panel of Pakistan Banker's Association.

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

The table below analyses the financial and non-financial assets carried at fair values, by valuation methods. Valuation of
investments is carried out as per guidelines specified by the SBP. In case of non-financial assets, the Company has
adopted revaluation model (as per [AS 16) in respect of land and non-banking assets acquired in satisfaction of claims.

June 30, 2017 - (Unaudited)

Level 1 Level 2 Level 3 Total
Rupees
Financial assets:
Held for trading
Quoted securities 34,090,000 - - 34,090,000
Available for sale securities
Market Treasury Bills - 297,655,200 - 297,655,200

Pakistan Investment Bonds -
Quoted shares 2,317,454,785
Term Finance Certificates -

5,809,487,200

30,064,473

5,809,487,200
2,317,454,785
30,064,473

2,351,544,785

6,137,206,873

8,488,751,658

Non-financial assets:
Operating fixed assets
Property and equipment -
Other assets
Non-banking assets acquired in
satisfaction of claims -

2,509,087,803

148,988,166

2,509,087,803

148,988,166

2,658,075,969

2,658,075,969
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December 31, 2016 - (Audited)

Level 1 Level 2 Level 3 Total
Rupees
Financial assets:
Held for trading
Quoted securities 67,248,999 - - 67,248 999
Available for sale securities
Market Treasury Bills - 283,990,799 - 283,990,799

Pakistan Investment Bonds
Quoted shares
Term Finance Certificates

1,853,954.428

8,435,015,650

30,213,809

8,435,015,650
1.853,954,428
30,213,809

1,921,203,427

8,749,220,258

10,670,423,685

Non-financial assets:
Operating fixed assets
Property and equipment (leasehold land) -
Other assets
Non-banking assets acquired in
satisfaction of claims

2,557,131,827

150,377,712

2,557,131,827

150,377,712

2,707,509,539

2,707,509,539

The Company’s policy is to recognise transfers into and out of the different fair vaiue hierarchy ievels at the date of the
event or change in circumstances that caused such transfer. There were no transfers between levels during the period.

GENERAL

Figures in these accounts have been rounded off to the nearest rupee.

This condensed interim unconsolidated financial infarmation was authorized for issue by the Board of Directors of the

Company in the meeting held on _

f i

MH}J/

General Manager/Chief Executive Direct6r



