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INDEPENDENT AUDITOR’S REVIEW REPORT

To the members of Saudi Pak Industrial and Agricultural Investment Company Limited
Report on review of Unconsolidated Interim Financial Statements

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, 2018 and the related unconsolidated condensed interim profit and loss account,
unconsolidated condensed interim statement of comprehensive income, unconsolidated condensed
interim cash flow statement and unconsolidated condensed interim statement of changes in equity
and the notes to the financial statements for the half year ended (here-in-after referred to as the
‘interim financial statements’). Management is responsible for the preparation and presentation of
these interim financial statements in accordance with accounting and reporting standards as
applicable in Pakistan for interim financial reporting. Our responsibility is to express a conclusion on
these financial statements 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, 2018 and June 30, 2017 have not be 1 reviewed, as we are
required to review only the cumulative figures for the half year ended June 30, 2018.

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". A review of interim financial statements 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 statements are not prepared, in all material respects, in accordance
with the accounting and reporting standards as applicable in Pakistan for interim financial reporting.

Emphasis of Matter

We draw attention to note 18.1 to interim financial statements, 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.

The engagement partner on the audit resulting in this independent auditor’s report is S. Haider
Abbe -

Charcc.co . cocacnn
Islamabad
Date: September 4, 2018

c ciie v & CO., Chartered Accountants, a member firm of the PwC network
PIA Bmldzng, ard Floor 49 Blue Area, Fazl-ul-Haqg Road, P.O. Box 3021, Islamabad-44000, Pakistan
Tel: +92 (51) 2273457-60/2604934-37; Fax: +92 (51) 2277924, 2206473; < www.pwc.com/pk>
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SAUDI PAK INDUSTRIAL AND AGRICULTURAL INVESTMENT COMPANY LIMITED

UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2018

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Operating fixed assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings from financial institutions
Deposits and other accounts
Sub-ordinated loans

Liabilities against assets subject to finance lease

Deferred tax liabilities
Other liabilities

NET ASSETS

REPRESENTED BY
Share capital
Reserve fund
General reserve
Unappropriated profit

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

CONTINGENCIES AND COMMITMENTS

Note

© oo ~N®

—_—
- O

12

13

14

15
16

17

18

Unaudited
June 30,
2018

66,695,943
585,932,771
850,894,856

4,618,809,002
7,899,211,708
2,483,341,272

7/1,759,054

Audited

December 31,

2017

40,303,180
123,073,428

9,468,147,212
8,457,894,406
2,518,447,287

1 ERR Q10 A7

17,206,644 606

24, 100,004,900

4,656,409,784
7,500,000

70,246,638
240 230,869

9,076,845,649
7,500,000

651,353,904
225,559,300

4,955,387,291

9,961,258,853

12 2R3 257 315

6,600,000,000
926,690,686
358,662,940
2 R97,241,373

12.205 426 133

6,600,000,000
926,690,686
358,662,940
2,746,287,226

tu,r 12,594,999
1,570,662,316

10,631,640,852
1,573,785,281
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The annexed notes 1 to 27 form an integral part of this unconsolidated condensed interim financial statements.
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SAUDI PAK INDUSTRIAL AND AGRICULTURAL INVESTMENT COMPANY LIMITED
NOTES TO THE UNCONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2018

1. 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 Republic of Pakistan. The Company is the Development Financial Institution
(DFI) and principally engaged in investment in industrial and agro-based industrial projects in Pakistan on
commercial basis and market their products in Pakistan and abroad. The Company has been ¢« up 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 Tower, Jinnah Avenue, Islamabad.

2. BASIS OF MEASUREMENT

These unconsolidated condensed interim financial statements have been prepared under the historical
cost convention as modified for certain investments which are carried at fair value and amortized cost,
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.

3. STATEMENT OF COMPLIANCE

3.1 These unconsolidated condensed interim financial statements of the Company for the half year ended
June 30, 2018 unaudited and have 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 Companies Act, 2017, the Banking Companies Ordinance, 1962 and the directives
issued by the Securities and Exchange Commission of Pakistan (SECP) and the State Bank of Pakistan
(SBP). In case where requirements differ, the provisions of and directives issued under the Companies
Act, 2017 and the Banking Companies Ordinance, 1962, and the directives issued by SECP and SBP
shall prevail. These are unconsolidated condensed interim financial statements and do not include all the
information as required in the annual financial statements. Accordingly, these unconsolidated condensed
interim financial statements should be read in conjunction with the Company's unconsolidated financial

statements for the year ended December 31, 2017.

3.2 The SBP through its BSD Circular Letter No.11 dated September 11, 2002 has deferred the
implementation of International Accounting St: lard (IAS) 39, 'Financial Instruments: Recognition and
Measurement' and IAS 40, 'Investment Property' for DFIs 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 Banks and DFls. Accordingly, the
requirements of these standards have not been considered in the preparation of these unconsolidated
condensed interim financial statements. However, investments have been classified and valued in

accordance with the requirements prescribed by the SBP through various circulars.



4.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

Accounting policies, related judgments, estimates and assumptions adopted for the preparation of these
unconsolidated (condensed interim) financial statements are the same as those applied in the preparation
of the annual financial statements of the Company for the year ended December 31, 2017, except for the
following:

Consequent to the enactment of the Companies Act, 2017 (the Act), the Company has changed its
accounting policy for treatment of deficit on revaluation of fixed assets wherein any decrease in carrying
amount of fixed asset as a result of revaluation is charged to profit and loss account, however the
decrease shall be recognised in other comprehensive income to the extent of any credit balance existing in
the revaluation surplus in respect of that asset. Previously, any decrease in the carrying amount of fixed
assets was netted off against surplus on revaluation of any other fixed assets. The change in accounting
policy has been accounted for retrospectively but the corresponding figures have not been restated since
there is no impact of the above change in accounting policy on these unconsolidated condensed interim
financial statements.

Amendments and interpretations to approved accounting standards effective from January 1, 2018 are not
expected to have a material impact on these unconsolidated condensed interim financial statements.

FINANCIAL RISK MANAGEMENT

The Company's financial risk management objectives and policies are consistent with those disclosed in
the financial statements for the year ended December 31, 2017.

Unaudited Audited
June 30, December 31,
2018 2017
Rupees
CASH AND BALANCES WITH TREASURY BANKS
Cash in hand 321,407 265,251
Balance with State Bank of Pakistan B6A 374 R3A 40,037,929
T 41 303,180
BALANCES WITH OTHER BANKS
On current accounts - local currency 17,128,854 3,631,571
On deposit accounts
- Local currency 551,052,122 103,299,978
- Foreign currency ) 17 781 795 16,141,879
Y LR YE VAV | 4’23’073’428

LENDINGS TO FINANCIAL INSTITUTIONS

This represents lending in the form of reverse repo against TBills / P._s and carries interest at the rate of
7.00% per annum.









11.

12.

121

5.

OPERATING FIXED ASSETS

Carrying amount at beginning of the period/year
Additions / transfers during the period/year - note 11.1
Disposals / transfers during the period/year - note 11.2
Depreciation/amortisation for the period/year

Carrying amount at the end of the period/year

Additions / transfers during the period/year represents the following:

Building

Leasehold land

Motor vehicles

Furniture, fixture and fittings
Office equipments

Electrical appliances
Electrical fittings

Heating and air conditioning
Elevators

Security systems
Telephone installation

Fire fighting equipment
Capital work in progress
Intangible assets

Disposals / transfers during the period/year represents the following:

Disposals

Heating & airconditioning

Fire fighting equipments

Motor vehicles

Furniture fixture and fittings
Electrical appliances

Building - ISE Tower Islamabad
Office equipments

Elevators

Transfer
Capital work in progress

OTHER ASSETS

Income/mark-up accrued in local currency - note 12.1
Advances, deposits, advance rent and other prepayments
Advance taxation (payments less provision)

Excise duty

Non-banking assets acquired in satisfaction of claims
Dividend receivable

Receivable from stock broker

Other receivable

Provision against other assets

(64,741 QRR)

Unaudited
June 30,
2018

2,5618,447,287

93,184,655
(63,528,712)

Audited

December 31,

2017

2,625,410,263

43,622,797
(16,362,283)
(134,223,490)

499,000
27,269,637
16,318,800

82,800
2,342,994
99,999

1,510,396
36,794,700
93,429

7,833,150

220 75()
02 .pq 055

2,483,541,£1« 2518,447,287

240,901

7,369,778
2,078,932
3,245,962
934,174
794,439
245,100
537,680

55,695
5,750,200
22,143,488
79/ A48

40,0LL,191

2,084,573

33,204,313
13

/! Nanr ’1’)5

41,000,224

22,143,488

506,275
33,074
3,035,646
26

2

12,787,260
16,362,283

R ED2Q 719

186,390,197
32,428,383
242,002,204
78,817,895
244,282,176
64,986,363

18 0NN 000
ooo,wu’,218

(102,148,164)

0,304,200

224,383,608
43,357,397
880,568,481
78,817,895
245,671,722
48,885,990
124,282,544
15 000,000
1,00uU,9067,637
(102,148 1R

761,759,054

1,5568,619,410

This balance is net of income in suspense account amounting to Rs. 1,080,850,259 (2017: Rs. 1,075,776,151)).
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BORROWINGS FROM FINANCIAL INSTITUTIONS

In Pakistan
Secured - local currency

Borrowings from State Bank of Pakistan -long

term financing facility (LTFF)

Repurchase agreements borrowings

Against book debts/receivables
Morabaha finance

DEPOSITS AND OTHER ACCOUNTS

Unaudited Audited
June 30, December 31,
2018 2017
Rupees---------=---------
121,409,784 71,767,799

- 1,930,077,850

4,535,000,000 4,975,000,000

- 2 100,000,000

4.656,4n0 784 T u../& QA& a4a

This represents certificate of investments issued to Saudi Pak Employees Contributory Provident Fund,
a related party, which carried mark up at the rate of 6.67% per annum (2017: 6.15% per annum) and is

repayable in September 2018 (2017: March 2018).

DEFERRED TAX LIABILITIES

Deferred tax credits arising due to following

taxable temporary differences:
Accelerated tax depreciation

Surplus on revaluation of operating fixed assets

Net investment in leases
Dividend receivable

Deferred tax debits arising due to following
deductible temporary differences:
Actuarial loss on defined benefit plan
Deficit on revaluation of securities- HFT
Deficit on revaluation of securities- AFS

Provision for non banking assets acquired in
Impairment loss on available for sale quoted

Provision against non-performing loans

Unaudited Audited
June 30, December 31,
2018 2017
Rupees----------=------—-
17,007,700 12,834,791
645,023,033 692,047,761
31,927,634 33,656,734
9,747,954 R 939,149
704,236,321 " 140,478,435
($,598,758) (5,898,758)
- (505,663)
(1,473,929) (16,905,885)
(4,523,839) (4,523,839)
(59,793,157) (68,290,386)
(564,300,000 -
(633,989,683) (94,124,531)

TV s oA A no sy YU4
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18.

18.1

Unaudited Audited
June 30, December 31,
2018 2017

---------------- Rupees----------=---——
OTHER LIABILITIES
Mark-up/return/interest payable in local currency 40,795,986 49,074,344
Accrued expenses 9,924,912 36,895,339
Advance rental income 109,985,849 93,739,647
Payable to defined benefit plan 2,488,314 6,821,309
Provision for compensated absences 5,748,508 6,245,350
Income tax payable - -
Director's remuneration 3,774,047 3,205,008
Payable to stock broker 26,491,072 -
Others 50,022,181 29,578,303

249,230,8R0Q 225,559,300

SURPLUS / (DEFICIT) ON REVALUATION OF ASSETS - NET OF TAX

Surplus on revaluation of:

Operating fixed assets 2,224,217,355 2,306,825,871
Related deferred tax liability (645,023,033) (692,047,762)
- 1,579,194 322 1614 778,109
Deficit on available for sa investments (10,Lu0,935) (97,598,713)
Related deferred tax asset 1,473,929 16,905,885

‘2 532,006)  (40,992,828)
1,010,662,316  1,573,785,281

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 audited annual financial statements for the year ended December 31, 2017 except for the following:

18.1.1 Tax contingencies

For tax years 2012, provision for non-performing loans and certain other expenses were disallowed by
Additional Commissioner Inland Revenue. The Company filed appeal before Commissioner Inland Revenue-
Appeals (CIR-A). CIR-A 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 (ATIR) in respect of
issues decided against the Company. ATIR decided in favor on the Company on certain expenses but decided
against the Company on issue of non-performing loans. In this regard the Company filed reference before
Islamabad High Court. The Additional Commissioner Inland Revenue passed an appeal effect order 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 filed an appeal before CIR-A who upheld actions of the assessing officer. The Company filed an
appeal before Appellate Tribunal Inland Revenue (ATIR) in respect of issues decided against the Company.
ATIR decided in favor on the Company on provision of gratuity and compensated absences and remanded the
matter of foreign exchange loss.



Unaudited Audited
June 30, December 31,
2018 2017
---------------------- Rupees-----------------
18.2 Commitments
Non disbursed commitment for term and working capital finance 2,544,000,000 2,433,480,000
Commitments for the acquisition of operating
fixed assets 1,015,000 21,560,060
18.3 Direct credit substitutes
Letter of comfort/guarantee 686,730,000 118,770,000
Unaudited Unaudited
June 30, June 30,
2018 2017
19. MARK-UP/RETURN/INTEREST EARNED Rupees
Income from investments 83,449,171 284,911,468
Income from advances 352,275,444 325,400,059
Income from lending to financial institutions 55,461,530 922,876
Income on deposit accounts 2,251,895 997,251

493,438,040 612,231,654

20. MARK-UP/RETURN/INTEREST EXPENSED

Interest on financing facility 200,525,068 172,081,363
Borrowing cost on securities purchased under repurchase agreement 6,936,551 68,256,396
Brokerage = » & commission 537,567 309 762

2N7 QQQ 1RA s mg ] oy

21. GAIN ON SALE OF SECURITIES-NET

Gain / (loss) on sale of Government securities 81,830,611 (1,836,900)
(Loss) / gain on sale of quoted securities-net (36,600,237) 100,537,556

AR 22N 274 Q8,700,656
22. TAXATION - PRIOR YEARS

This represents super tax at the rate of 3% of the taxable income extended to the tax year 2018 and charge
recognised by the Company during the period in respect of disallowance of provision for non-performing loans
(NPLs) classified in prior years.



23.
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SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES

The segment analysis with respect to business activity is as follows:

Total income

Total expenses

Net income

Segment assets (gross)

Segment non performing loans

Segment provision carried

Segment liabilities

Segment return on net assets (ROA) (%)

Segment cost of funds (%)

Total income

Total expenses

Net income

Segment assets (gross)

Segment non performing loans

Segment provision carried

Segment liabilities

Segment return on net assets (ROA) (%)
Segment cost of funds (%)

Assumptions used:

— Administrative expenses have been allocated to segments bat

11,409,014,983
2,703,131,894
2,668,608,730
4,295,746,603
4.11

2.44

11,851,543,669  2,409,133,633

1,065,541,750 -
797,500,885

4,437,812,190
5.08 4.42
3.15 -

lon  pective segment incon

_ June 30, 2019 (Unaudited)
Cuipoiaie Trading Building rental
Finance and sales services . Jtal
Rupees
378,448,965 276,104,443 170.058.808 824.612.216
307,700,171 78,710,415 89,429,783 475,840,369
70,748,794 197,394,028 80,629,025 348,771,847
11,708,104,843 7,420,264,432  2,297,261,276 21,425,630,551
2,473,234,515 - - 2,473,234,515
2,607,592,216 1,551,393,729 - 4,158,985,945
2,392,256,273 1,823,443,782 767,687,236 4,983,387,291
1.05 4.88 527 2.84
4.21 4.85 - 4.46
June 30, 2017 - (Unaudited)
Corporate Trading bunding reiea
Finance and sales services Total
Rupees

346,394,473 466,016,246 154,235,091 966,645,810
163,666,580 143,743,015 82,952,251 390,361,846
182,727,893 322,273,231 71,282,840 576,283,964

25,669,692,285
2,703,131,894
3,734,150,480
9,531,059,678
4.65

2.80

— Unallocable assets representing 3.30 % (June 30, 2017: 5.58 %) of the total assets have been allocated to
segments based on their respective incomes.

— Unallocable liabilities representing 96.21 % (June 30, 2017: 91.19%) of the total liabilities have been allocated to
segments based on their respective assets.



24,

241

24.2

-10-

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 employees' 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 which are made under the terms of employment with related parties mainly 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 Company maintained car.

Following are the transactions and balances with related parties:

Unaudited Audited
June 30, December 31,
2018 2017
Nature of balances / transactions Name of the entity Rupees
Outstanding balances at the period / year end
Sponsor
Other receivable Ministry of Finance - KSA 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 Real Estate Company Ltd 401,960 401,960
Rent received in advance Saudi Pak Real Estate Company Ltd 1,065,194 1,004,900
Key management personnel
Advances to executives 65,220,289 36,250,784
Employee funds
Deposits against COls Employee Provident Fund 7,500,000 7,500,000
Interest payable Employee Provident Fund 16,447 17,692
Contribution payable Employee Provident Fund 690,155 -
Contribution payable Staff Gratuity Fund 2,488,314 6,821,309
Unaudited Unaudited
June 30, June 30,
Transactions during the period 2018 2017
Rupees
Subsidiary/associated companies
Rent received Saudi Pak Leasing Company Ltd 360,000 302,705
Rent paid for generator Saudi Pak Leasing Company Ltd 160,272 185,861
Rent received Saudi Pak Real Estate Company Ltd 2,502,201 1,014,702
Electricity bills received Saudi Pak Real Estate Company Ltd 105,867 103,091
Key management personnel
Advances to executives 36,934,302 8,320,300
Repayment of advances 8,042,323 3,654,955
Employee funds
Contributions Employee Provident Fund 3,254,393 3,143,597
Interest expensed Employee Provident Fund 234,738 384,315
Contributions paid Staff Gratuity Fund 6,821,309 7,775,609









