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Directors’ Report

We the undersigned for and on behalf of the Board of Directors are pleased to present un-audited condensed
interim financial statements of the Company for the half year ended June 30, 2019, together with the Auditors'
review report thereon.

BUSINESS PERFORMANCE REVIEW

Pakistan's economy continued to struggle during the half year ended June 30, 2019 [Q2-2019]. Uncertain border
relationship, depleting foreign exchange reserves, exchange rate fluctuations and trade deficit resulted in the
economic challenges.

The business environment for container terminals remained challenging due to vessel upsizing, consolidation of
shipping lines and increased handling capacity at Karachi Port. Low trade activity resulted in under-utilisation of
handling capacity at almost all the container terminals at Karachi Port. Overall, Karachi Port experienced decline
in terms of container volumes especially imports during Q2-2019 as compared to the same period last year.

Sensing the emergence of this challenging environment, since last year your Company has been responding
effectively and has been making concentrated efforts for ensuring financial and operational sustainability.
Despite stiff competition, your Company managed to retain sustainable market share and handled 182,969
containers [Q2-2018: 231,329 containers].

OPERATING AND FINANCIAL RESULTS FOR THE HALF YEAR ENDED JUNE 30,2019

(Rupees in 000)

Revenue 3,805,485
Gross Profit 1,629,824
Profit before taxation 1,410,141
Profit after taxation 1,000,801
Unappropriated profit brought forward 1,028,427
Unappropriated profit carried forward 1,145,087
Earnings per Ordinary Share — Basic and Diluted Rs. 9.17

During Q2-2019, the Company has achieved Revenue of Rs 3,805.5 million as compared to Rs 4,223.3 million in
corresponding period last year. This reduction in revenue is majorly attributable to decreasing volumes and lower
dwell time of containers. Due to higher cost of services and inflationary impacts your company achieved gross
profit of Rs 1,629.8 million for the period which showed a decreased of 14% in line with reduction in volume
handled.

After accounting for finance cost and taxation, the Company generated net profit of Rs 1,000.8 million which is
6.7% lower as compared to the same period last year.

The Company endeavours to mitigate the effect of the competition through maximization of efficiencies,
increased productivity through innovation and provision of improved quality services to the customers.

ACKNOWLEDGEMENT

The Board acknowledges the contribution of each and every employee of the Company. The Board also places
on record its sincere gratitude to extremely valued shareholders, customers, suppliers, employees and financial
institutions for their support, confidence and cooperation which enables the Company to sustain the competitive
environment. We would also like to thank all concerned regulatory authorities for their prompt guidance and
support. This continued support gives us confidence and courage and we remain committed to achieve
excellence in all areas of operations.

Thanking you all

On behalf of the Board of Directors

qh

Mr. Andrew James Dawes Mr. Khurram Aziz Khan
Chairman of the Board Chief Executive Officer
Karachi,

Dated: August 20, 2019
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EY EY Ford Rhodes UAN: +9221 111 11 39 37 (EYFR)
Chartered Accountants Tel: +9221 3565 0007-11
Progressive Plaza, Beaumont Road Fax: +9221 3568 1965
P.0. Box 15541, Karachi 75530 ey.khi@pk.ey.com

Building a better

working world Pakistan ey.com/pk

INDEPENDENT AUDITOR’S REVIEW REPORT

To the members of Pakistan International Container Terminal Limited
Report on review of Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Pakistan International
Container Terminal Limited as at 30 June 2019 and the related condensed interim statement of profit or loss,
condensed interim statement of comprehensive income, condensed interim statement of changes in equity, and
condensed interim statement of cash flows, and notes to the financial statements for the six-months period then
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 interim financial statements based on our review. The figures of the condensed interim statement of profit or
loss and condensed interim statement of comprehensive income for the three months ended 30 June 2019 and
2018 have not been reviewed, as we are required to review only the cumulative figures for the six months period
ended 30June 2019.

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 is not prepared, in all material respects, in accordance with the accounting and reporting
standards as applicable in Pakistan for interim financial reporting.

The engagement partner on the audit resulting in thisindependent auditor's report is Mr. Arif Nazeer.

Tt Fe S Hl L

Chartered Accountants
Place: Karachi
Date: 22 August 2019

A member firm of Ernst & Young Global Limited
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CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2019

June 30, December 31,
2019 2018
(Un-audited) (Audited)
Note ------- (Rupees in "000) ------
NON-CURRENT ASSETS
Property, plant and equipment 5 2,199,869 2,500,137
Intangibles 83,131 99,403
Long-term deposits 10,424 10,424
2,293,424 2,609,964
CURRENT ASSETS
Stores, spare parts and loose tools - net 440,192 473,947
Trade debts - net 6 462,819 419,206
Advances 24,133 35,415
Deposits, prepayments and other receivables 246,444 204,682
Short-term investments - net 7 - -
Cash and bank balances 452,115 425,339
1,625,703 1,558,589
TOTAL ASSETS 3,919,127 4,168,553
SHARE CAPITAL AND RESERVES
Issued, subscribed and paid-up capital 1,091,532 1,091,532
Reserves 1,325,087 1,208,427
2,416,619 2,299,959
NON-CURRENT LIABILITIES
Deferred taxation - net 8 137,727 | 205,974
Long-term employee benefits 56,688 54,323
194,415 260,297
CURRENT LIABILITIES
Trade and other payables 9 1,225,775 1,478,512
Unclaimed dividends 54,351 122,578
Taxation - net 27,967 7,207
1,308,093 1,608,297
TOTAL EQUITY AND LIABILITIES 3,919,127 4,168,553

CONTINGENCIES AND COMMITMENTS 10

The annexed notes from 1 to 18 form an integral part of these condensed interim financial statements.

A\ { L
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CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS
FOR THE HALF YEAR AND QUARTER ENDED JUNE 30, 2019
(UN-AUDITED)

Half Year Ended Quarter Ended
June 30, June 30, June 30, June 30,
2019 2018 2019 2018
Note  ---smesmsemeemmcmeeeeeeeenens (Rupees in "000) -======s=s==mmmmemmmmnnmnnnnan

Revenue - net 3,805,485 4,223,319 1,919,510 2,033,324
Cost of services (2,175,661) (2,323,896) (1,110,928) (1,135,532)
Gross profit 1,629,824 1,899,423 808,582 897,792
Administrative expenses (245,004) (225,636) (120,316) (116,881)
Other expenses (10,295) (5,141) (8,097) (2,239)
Finance cost (254) (410) (155) (205)
Other income 35,870 17,312 21,244 8,438
Profit before taxation 1,410,141 1,685,548 701,258 786,905
Taxation 11 (409,340) (612,691) (203,374) (275,510)
Profit after taxation 1,000,801 1,072,857 497,884 511,395
Earnings per ordinary share -

basic and diluted (Rupees) 9.17 9.83 4.56 4.69

The annexed notes from 1 to 18 form an integral part of these condensed interim financial statements.

A\ { L

ot =
Chief Financial Officer Chief Executive Officer Director




-TI PAKISTAN INTERNATIONAL CONTAINER TERMINAL LIMITED

An ICTSI Group Company

CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME
FOR THE HALF YEAR AND QUARTER ENDED JUNE 30, 2019
(UN-AUDITED)

Half Year Ended Quarter Ended
June 30, June 30, June 30, June 30,
2019 2018 2019 2018

---------------------------- (Rupees in "000) =--======msmsemmmnaamannnn

Profit after taxation 1,000,801 1,072,857 497,884 511,395

Other comprehensive income for the
period - -

Total comprehensive income for
the period 1,000,801 1,072,857 497,884 511,395

The annexed notes from 1 to 18 form an integral part of these condensed interim financial statements.

S 4 = /5//
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CONDENSED INTERIM STATEMENT OF CASH FLOWS
FOR THE HALF YEAR ENDED JUNE 30, 2019
(UN-AUDITED)

Half Year Ended

June 30, June 30,
2019 2018
Note  ------- (Rupees in "000) ------

CASH FLOWS FROM OPERATING ACTIVITIES 14 1,431,619 1,842,183

Taxes paid (456,827) (506,439)

Long-term employee benefits paid (2,576) (1,628)

Finance cost paid (254) (410)

Increase in long-term deposits - (925)

Net cash generated from operating activities 971,962 1,332,781
CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure (24,279) (24,133)

Proceeds from disposal of operating fixed assets 3,006 1,026

Markup on saving accounts received 28,455 12,770

Net cash generated from / (used in) investing activities 7,182 (10,337)
CASH FLOWS FROM FINANCING ACTIVITIES

Dividends paid (952,368) (1,242,104)

Net cash used in financing activities (952,368) (1,242,104)

Net increase in cash and cash equivalents 26,776 80,340

Cash and cash equivalents at the beginning of the period 425,339 162,854

Cash and cash equivalents at the end of the period 452,115 243,194

The annexed notes from 1 to 18 form an integral part of these condensed interim financial statements.

A\ VR L
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED JUNE 30, 2019
(UN-AUDITED)

Issued, Capital reserve | Revenue reserve
subscribed Capital i Total
and paid-up redemption Unapp::ztnated reserves Total
capital reserve fund P
(Rupees in "000)
Balance as at January 01, 2018 1,091,532 180,000 1,068,925 1,248,925 2,340,457
Profit after taxation - - 1,072,857 1,072,857 1,072,857
Other comprehensive income for the period - - - - -
Total comprehensive income for the period - - 1,072,857 1,072,857 1,072,857
Final cash dividend for the year ended
December 31, 2017 @ Rs.6.43/- per ordinary
share - - (701,855) (701,855) (701,855)
Interim cash dividend for the year ended
December 31, 2018 @ Rs.5.0/- per ordinary share - - (545,766) (545,766) (545,766)
Balance as at June 30, 2018 1,091,532 180,000 894,161 1,074,161 2,165,693
Balance as at January 01, 2019 1,091,532 180,000 1,028,427 1,208,427 2,299,959
Profit after taxation - - 1,000,801 1,000,801 1,000,801
Other comprehensive income for the period - - - - -
Total comprehensive income for the period - - 1,000,801 1,000,801 1,000,801
Final cash dividend for the year ended
December 31, 2018 @ Rs.4.10/- per ordinary share - - (447,528) (447,528) (447,528)
Interim cash dividend for the year ending
December 31, 2019 @ Rs.4.0/- per ordinary share - - (436,613) (436,613) (436,613)
Balance as at June 30, 2019 1,091,532 180,000 1,145,087 1,325,087 2,416,619

The annexed notes from 1 to 18 form an integral part of these condensed interim financial statements.

W g —
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Chief Financial Officer Chief Executive Officer Director
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1.1.

1.2,

1.3.

2.1.

2.2

NOTES TO THESE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED JUNE 30, 2019
(UN-AUDITED)

CORPORATE INFORMATION AND OPERATIONS

Pakistan International Container Terminal Limited (the Company) was incorporated in Pakistan as a
private limited company in June 2002. Subsequently, it was converted to an unquoted public limited
company and later on listed on the Pakistan Stock Exchange Limited on October 15, 2003. The
registered office of the Company is situated at Berths 6-9, East Wharf, Karachi Port, Karachi.

The Company has a Build Operate Transfer (BOT) contract with Karachi Port Trust (KPT) for the
construction, development, operations and management of a common user container terminal at
Karachi Port for a period of twenty-one years commencing June 18, 2002. After the expiry date, the
Company will transfer all the concession assets to KPT.

The Company is a subsidiary of ICTSI Mauritius Limited whereas its ultimate parent company is
International Container Terminal Services Inc., a company incorporated in Philippines.

BASIS OF PREPARATION
Statement of compliance

These condensed interim financial statements of the Company for the half year ended June 30,
2019 have been prepared in accordance with the requirements of the International Accounting
Standard (IAS 34) "Interim Financial Reporting", issued by the International Accounting Standards
Board (IASB) as notified under the Companies Act, 2017 (the Act) and the provisions of and
directives issued under the Act. Where the provisions of and directives issued under the Act differ
with the requirements of IAS 34, the provisions of and directives issued under the Act have been
followed.

These condensed interim financial statements are un-audited but subject to limited scope review by
the statutory auditors and is being submitted to the shareholders as required under Section 237 of
the Act. These condensed interim financial statements do not include all the information and
disclosures required in the annual audited financial statements and should be read in conjunction
with the annual audited financial statements of the Company for the year ended December 31,
2018.

The comparative condensed interim statement of financial position presented in these condensed
interim financial statements has been extracted from the annual audited financial statements of the
Company for the year ended December 31, 2018, whereas the comparative condensed interim
statement of profit or loss, condensed interim statement of comprehensive income, condensed
interim statement of cash flows and condensed interim statement of changes in equity have been
extracted from the un-audited condensed interim financial statements of the Company for the period
ended June 30, 2018.

The figures of the condensed interim statement of profit or loss for the quarter ended June 30, 2019
and June 30, 2018 and notes forming part thereof have not been reviewed by the auditors of the
Company, as they have reviewed the cumulative figures for the half year ended June 30, 2019 and
June 30, 2018.

Functional and presentation currency
These condensed interim financial statements are presented in Pakistani Rupees which is the

functional and presentation currency of the Company and figures are rounded off to the nearest
thousand rupees unless otherwise specified.




-TI PAKISTAN INTERNATIONAL CONTAINER TERMINAL LIMITED

An ICTSI Group Company

3.  SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these condensed interim financial statements are
consistent with those followed in the preparation of the annual audited financial statements for the year
ended December 31, 2018 except for the adoption of the following new and amended standards,
interpretations and improvements to International Financial Reporting Standards (IFRSs) by the Company,
which became effective for the current period:

IFRS 9 Financial Instruments
IFRS 9 Prepayment Features with Negative Compensation (Amendments)
IFRS 15 Revenue from Contracts with Customers

IFRS 16 Leases
IAS 19 Plan Amendment, Curtailment or Settlement (Amendments)

IAS 28 Long-term Interests in Associates and Joint Ventures (Amendments)
Improvements to accounting standards issued by IASB in December 2017

The adoption of above standards, interpretations and improvements to standards did not have any
material effect on these condensed interim financial statements of the Company, except for the changes
related to adoption of IFRS 9 ‘Financial Instruments’ and IFRS 15 'Revenue from Contracts with
Customers' as explained below:

3.1. IFRS 9 - Financial Instruments

IFRS 9 ‘Financial Instruments’, has replaced IAS 39 ‘Financial Instruments: Recognition and
Measurement’ for annual periods beginning on or after January 01, 2019 (as notified by the
Securities and Exchange Commission of Pakistan (SECP) vide SRO 229 (1)/2019), bringing
together all three aspects of the accounting for financial instruments: classification and
measurement; impairment; and hedge accounting. IFRS 9 categorises financial assets at (a)
amortised cost; (b) fair value through other comprehensive income (FVTOCI); and (c) fair value
through profit or loss (FVTPL) and their classification is based on the business model in which a
financial asset is managed and its contractual cash flow characteristics. IFRS 9 has changed the
accounting for impairment losses for financial assets by replacing IAS 39’s incurred loss approach
with a forward looking expected credit loss (ECL) approach. IFRS 9 requires to recognise a loss
allowance for ECLs on debt instruments measured subsequently at amortised cost or at FVTOCI.
There are no significant changes in the existing requirements in IAS 39 for the classification and
measurement of financial liabilities. Moreover, the adoption of the ECL requirements of IFRS 9 has
not resulted in increase in impairment allowances of the Company’s debt financial assets.

There is no significant impact of IFRS 9 on the classification and measurement of financial assets
for the period ended June 30, 2019 other than the change in classification of loans and receivables
and held to maturity investments to the category of amortised cost.

As allowed under IFRS 9, the Company has used an exemption not to restate comparative
information for prior periods with respect to classification and measurement (including impairment)
requirements and therefore, the information presented for prior periods does not reflect the
requirements of IFRS 9, but rather those of IAS 39. Further, as initial application of IFRS 9 did not
have a significant impact on the classification, measurement and impairment of the Company’s
existing financial assets and liabilities as at January 01, 2019, accordingly, the opening retained
earnings as of January 01, 2019 have not been restated in these condensed interim financial
statements.

3.2, IFRS 15 - Revenue from Contracts with Customers

IFRS 15 ‘Revenue from Contracts with Customers’ establishes a comprehensive framework for
determining whether, how much and when revenue is recognized. It has replaced IAS 18 ‘Revenue
Recognition’, IAS 11 ‘Construction Contracts’ and related interpretations for annual periods
beginning on or after January 01, 2019. IFRS 15 establishes a five-step model to account for
revenue arising from contracts with customers. Revenue is recognised when a customer obtains
control of the goods or services and the determination of timing of the transfer of control — at a point
in time or over time requires judgement. Further, revenue is recognised at an amount that reflects
the consideration to which the Company expects to be entitied in exchange for transferring goods or
services to a customer.

[4)
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The Company enters into contracts with customers for rendering of services and related variable
consideration and has concluded that the first-time application of IFRS 15 by the Company does not
have any significant effect with regard to the amount of revenue and variable consideration
recognised and when it is recognised. Accordingly, opening reserves as at January 01, 2019 does
not required to be restated. As allowed under IFRS 15, the Company has adopted the new standard
on the required effective date using a modified retrospective method, therefore the information
presented for prior periods has not been restated, that is, it is presented, as previously reported,
under IAS 18 and related interpretations and additional disclosure requirements in IFRS 15 have not
been applied to comparative information.

4.  SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS AND FINANCIAL
RISK MANAGEMENT

The preparation of these condensed interim financial statements requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of
assets and liabilities, income and expenses. Actual results may differ from these estimates.

In preparing these condensed interim financial statements, the significant judgments made by the
management in applying the Company’s accounting policies and areas where assumptions and estimates
are significant are same as those applied to the annual audited financial statements as at and for the year
ended December 31, 2018 except, if any, as stated in note 3 to these condensed interim financial
statements. The Company’s financial risk management objectives and policies are consistent with those
disclosed in the annual audited financial statements as at and for the year ended December 31, 2018.

June 30, December 31,
2019 2018
(Un-audited) (Audited)
Note = ---—--- (Rupees in "000) -------
5. PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets 5.1 2,057,291 2,335,855
Capital work-in-progress (CWIP) 142,578 164,282
2,199,869 2,500,137
5.1. Operating fixed assets
Written down value at the beginning of the
period / year 2,335,855 2,842,247
Additions / transfers from CWIP during the
period / year 51.1 50,152 134,543
2,386,007 2,976,790
Less:
Disposals during the period / year at written down
value 5.1.2 (886) (1,036)
Depreciation charged during the period / year (327,830) (639,899)
(328,716) (640,935)
2,057,291 2,335,855
5.1.1. Additions / transfers from CWIP during the period /
year
Leasehold improvements 19,900 22,148
Container / terminal handling / workshop equipment 17,413 67,791
Port power generation - 141
Vehicles - 3,683
Computers and other equipment 9,439 40,616
Furniture and fixtures 3,400 164
50,152 134,543
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5.1.2.

71

10.

10.1.1

June 30, December 31,
2019 2018
(Un-audited) (Audited)

------- (Rupees in "000) -------

Disposals during the period / year at written down

value

Container / terminal handling / workshop equipment - 1,017
Computers and other equipment 886 -
Furniture and fixtures - 19

886 1,036

TRADE DEBTS - net

Includes Rs. 3.7 million (December 31, 2018: Rs. 6.38 million) receivable from related parties.

June 30, December 31,
2019 2018
(Un-Audited) (Audited)
Note - (Rupees in "000) ------
SHORT-TERM INVESTMENTS - net
At amortised cost
Certificate of investments (COls) 43,000 43,000
Provision for impairment (43,000) (43,000)

71

Represents investment in COls of Saudi Pak Leasing Company (the Investee Company). The
Investee Company made default in repayment against COls in August 2009 due to serious financial
and liquidity crunch reportedly being faced by it. Due to uncertainties involved, the Company has
carried impairment provision in these condensed interim financial statements as a matter of
prudence, however, the Company is continuously pursuing for the recovery of the investment
amount.

June 30, December 31,
2019 2018
(Un-audited) (Audited)

------- (Rupees in ‘000) ------
DEFERRED TAXATION - net

Credit / (debit) balances arising in respect of
timing differences relating to:

Accelerated tax depreciation and amortisation 256,576 323,257
Provisions (118,849) (117,283)
137,727 205,974

TRADE AND OTHER PAYABLES
Include Rs. 133.9 million (December 31, 2018: Rs. 148 million) payable to related parties.
CONTINGENCIES AND COMMITMENTS

Contingencies

. The Trustees of the Karachi Port Trust (KPT) filed a civil suit 1201/2006 against the Company on
September 13, 2006, in the Honorable High Court of Sindh (HCS) claiming a sum of Rs 304.5
million along with the interest, as default payment of wharfage and penalty thereon, for the alleged
mis-declaration of the category of goods on the import of Ship to Shore Cranes and Rubber Tyre
Gantry Cranes in 2004.

On April 24, 2017, HCS passed the judgment and decree in favor of the Company and ordered that
KPT is not entitled to the amount of wharfage charges claimed by it. On June 3, 2017, KPT filed an
appeal 287/2017 against the aforesaid HCS judgment before the Divisional Bench of HCS.
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10.1.2.

10.1.3.

10.1.4.

10.1.5.

10.1.6.

Upon advice of the Company’s legal advisor, management believes that there is no merit in this
claim and accordingly no provision in respect of above has been made in these condensed interim
financial statements.

The Company has filed an interpleader civil suit 827/2007 on June 29, 2007 before HCS against the
Deputy District Officer, Excise and Taxation (DDO) and the Trustees of KPT in respect of demand
raised by the DDO on the Company to pay property tax out of the Handling, Marshalling and
Storage (HMS) charges payable to KPT amounting to Rs. 34.6 million for the period from 2003 to
2007. In compliance with the Order of HCS, the Company deposited the amount with Nazir of HCS,
out of amount withheld by the Company from HMS charges billed by KPT.

In 2014, another demand was made by the DDO amounting to Rs 96.1 million for the period 2008 to
2014. On an application filed by the Company for directions, HCS ordered for deposit of the
aforementioned amount out of HMS charges billed by KPT. The Company complied with the order of
HCS. In 2015, HCS issued further orders directing the Company to deposit the remaining HMS
charges due and payable with Nazir of HCS in quarterly installments. Accordingly, the Company
complied with the order of HCS. The amount deposited with Nazir of HCS is netted off with the HMS
payable to KPT.

The decision of the suit is still pending and the Company's legal advisor believes that there may be
no adverse implication for depositing the payments due to KPT with Nazir of HCS in view of
complying with the HCS’s order. Accordingly, no provision has been made in this respect in these
condensed interim financial statements.

While completing the audit proceedings for the tax year 2013, the Deputy Commissioner Inland
Revenue (DCIR) modified the deemed assessment of the Company by passing an order under
section 122(1) of the Income Tax Ordinance, 2001 and made certain disallowances / additions in the
taxable income and raised an income tax demand of Rs 130.4 million. The Company filed an appeal
before the Commissioner Inland Revenue — Appeals (CIR-A) who partly decided the appeal in
favour of the Company. Consequently, the Company made the payment of Rs 100 million and filed
a second appeal before the Appellate Tribunal Inland Revenue (ATIR), in respect of issues
confirmed by the CIR (A), which is now pending for adjudication. The tax advisor of the Company is
of the view that the issues involved in the appeal will be decided in favour of the Company and
accordingly, no provision in respect of excess demand raised by the DCIR has been made in these
condensed interim financial statements.

In 2017, the Assistant Commissioner Sindh Revenue Board (AC-SRB) under Sindh Sales Tax on
Services Act, 2011 raised a demand of Rs 514.4 million along with penalty and default surcharge,
for tax periods January 2013 to December 2014 on exempt services provided by the Company. The
Company filed an appeal with Commissioner Appeals — SRB which is pending for hearing.

The tax advisor of the Company is of the view that the Company has a strong defence and appeal
will be decided in favour of the Company. Accordingly, the Company has not made any provision in
respect of the above demand in these condensed interim financial statements.

In 2017, the Additional Commissioner Inland Revenue (ACIR) modified the deemed assessment of
the Company for the tax year 2016 by passing an order under section 122(5A) of the Income Tax
Ordinance, 2001 and made certain additions / disallowances to the taxable income and tax credits
claimed by the Company and raised an income tax demand of Rs 222.2 million. The Company filed
an appeal before the Commissioner Inland Revenue — Appeals (CIR-A) who had decided the appeal
partly in favor of the Company. Being aggrieved by the decision of CIR-A, the Company as well as
the tax department filed the appeals before Appellate Tribunal Inland Revenue (ATIR) which are
pending for adjudication. The Company has also sought stay from HCS against the demand created
by ACIR after appeal effect proceedings. HCS vide its final order directed the ACIR not to take any
coercive recovery measures till the finalization of appeal before the ATIR which is pending
adjudication.

The tax advisor of the Company is of the view that the issues involved in the appeal will be decided
in favor of the Company. Accordingly, no provision in respect of excess demand raised by the ACIR
has been made in these condensed interim financial statements.

The Company is defending various suits, other than those disclosed above, filed against it in various
courts in Pakistan. The Company’s management is confident, based on the advice of its legal
advisors, that these suits will be decided in the Company's favor.
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June 30, December 31,
2019 2018
(Un-audited) (Audited)

------- (Rupees in ‘000) ------
10.2. Commitments

10.2.1. Commitments for capital expenditure 47,487 26,227
10.2.2. Outstanding letters of guarantee 144,354 144,354
10.2.3. Outstanding letters of credit
Utilised 46,389 19,106
Unutilised 253,611 280,894
10.2.4. Commitments in respect of HMS charges to KPT:
Not later than one year 191,998 176,736
Later than one year but not later than five years 609,359 801,356
Later than five years - -
801,357 978,092
Half Year Ended Quarter Ended
June 30, June 30, June 30, June 30,
2019 2018 2019 2018
--------------------- (Un-audited) ----------------------
Note = —mmemeeememeeeeeeee (Rupees in ‘000) -------------------
11. TAXATION
Current 477,587 550,178 237,001 250,605
Deferred (68,247) (72,283) (33,627) (42,493)
Prior 11.1 - 134,796 - 67,398
409,340 612,691 203,374 275,510

11.1.  This represents super tax of Rs. Nil million (June 30, 2018: Rs. 134.8 million) imposed for
rehabilitation of temporarily displaced persons under section 4B of the Income Tax Ordinance,
2001.

12. FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financial liabilities. Financial assets consist of bank
balances, advances, trade deposits, other receivables and short-term investments. Financial liabilities
consist of trade and other payables and unclaimed dividends. The fair values of financial instruments are
not materially different from their carrying values.

The Company uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technique.

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 asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived
from prices).

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

As of the reporting date, the Company does not have any financial assets carried at fair value that required
categorisation in Level 1, Level 2 and Level 3.
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13. RELATED PARTY TRANSACTIONS

The related parties include the Parent Company, associated companies, entities having directors in
common with the Company, Staff Provident Fund, directors and other key management personnel. All
the transactions with related parties are entered into at agreed terms duly approved by the Board of
Directors of the Company. Details of transactions with related parties, other than those which have been
specifically disclosed elsewhere in these condensed interim financial statements, with related parties
are mentioned below:

Half Year Ended Quarter Ended
June 30, June 30, June 30, June 30,

2019 2018 2019 2018
j— --- (Un-audited) -- -
---- (Rupees in ‘000)

Associated companies / other related

parties

Technical services fee 223,852 346,434 112,912 175,157

Terminal handling services and rent 177,350 254,183 86,434 125,442

Revenue from container handling 26,862 21,083 5,963 9,873

Donations - 1,800 - 900

Dividends 758,297 1,070,264 758,297 1,070,264
Key management personnel

Remuneration 116,612 81,367 63,178 32,019
Staff retirement contribution plan

Provident fund contribution 11,668 11,191 5,865 5,561
Directors

Fee for attending meetings 3,851 - 1,771 -

Half Year Ended
June 30, June 30,
2019 2018

------(Un-audited) ----
------- (Rupees in ‘000) ------

14. CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation 1,410,141 1,685,548
Adjustments for non-cash items:
Depreciation and amortisation 339,933 325,390
Finance cost 254 410
Accrual for long-term employee benefits 4,941 104
Exchange loss - net 10,245 3,272
Mark-up on saving accounts (28,456) (12,529)
(Gain) / loss on disposal of operating fixed assets — net (2,120) 15
324,797 316,662
Operating profit before working capital changes 1,734,938 2,002,210
(Increase) / decrease in current assets
Stores, spare parts and loose tools - net 33,755 (17,790)
Trade debts - net (43,613) (15,670)
Advances, deposits, prepayments and other receivables (30,479) (5,970)
(40,337) (39,430)
1,694,601 1,962,780
Decrease in current liabilities
Trade and other payables (262,982) (120,597)
Cash generated from operations 1,431,619 1,842,183
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15.  EXEMPTION FROMAPPLICABILITY OF IFRIC-12 “SERVICE CONCESSION ARRANGEMENTS”

The Securities and Exchange Commission of Pakistan (SECP) in pursuance of S.R.O No. 24(1)/2012
dated January 16, 2012 has given relaxation for the implementation of IFRIC-12 “Service Concession
Arrangements” due to the practical difficulties faced by the companies. However, SECP made it
mandatory to disclose the impact on the results due to application of IFRIC-12.

Under IFRIC-12, the consideration required to be made by operator (the Company) for the right to use
the asset is to be accounted for as an intangible asset under IAS-38 “Intangible Assets”. If the Company
had to follow IFRIC-12, the effect on these condensed interim financial statements would be as follows:

June 30, December 31,
2019 2018
(Un-audited) (Audited)

------- (Rupees in ‘000) ------

Reclassification from property, plant and equipment
(including CWIP) to intangible assets (Port Concession

Rights) - written down value 1,223,698 1,431,486
Reclassification from spares to intangible assets 31,917 33,844
Recognition of intangible assets (Port Concession Rights)

on account of handling and marshalling charges (HMS) 347,432 390,445
Recognition of present value of concession liability

on account of intangibles (HMS) 700,979 766,468
Interest expense for the period / year on account of

intangibles (HMS) 22,879 49,049
Amortisation expense for the period / year

on account of intangibles (HMS) 43,007 86,014

Amortisation expense for the period / year
on account of concession assets (PPE and

spares) 151,525 295,364
Increase in profit before tax for the period / year on account
of reversal of HMS 89,214 176,149

16. DIVIDEND AND APPROPRIATION
The Board of Directors in their board meeting held on August 20, 2019 have recommended an interim
cash dividend of Rs 4 (December 31, 2018: Rs 17.6) per ordinary share for the year ending December
31,2019.

17. DATE OF AUTHORISATION FORISSUE

These condensed interim financial statements have been authorised for issue by the Board of Directors
of the Company on August 20, 2019.

18. GENERAL
Certain figures in these condensed interim financial statements have been rearranged / reclassified for

better presentation, the effect of which is immaterial. Figures have been rounded off to the nearest
thousand rupees.

N\~ L = o

— =
Chief Financial Officer Chief Executive Officer Director
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