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To the Management Committee of Punjab General Provident Investment Fund
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Punjab General Provident Investment Fund (the fund),
which comprise the statement of assets and liabilities as at June 30, 2018, and the income statement,
statement of comprehensive income, the statement of changes in accumulated investment fund, the
statement of cash flows for the period from October 25, 2017 to June 30, 2018 (the period), 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 assets and liabilities, income statement, statement of comprehensive income, the statement of changes in
accumulated investment fund 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 Punjab General Provident Investment Fund Act 2009 (the Act) and Punjab General Provident
Investment Fund Rules 2010 {the Rules), in the manner so required and respectively give a true and fair view
of the state of the fund's affairs as at June 30, 2018 and of the surplus, comprehensive income, the changes in
accumulated investment fund and its cash flows for the period 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 Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Fund 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. Q‘\S
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Information Other than the Financial Statements and Auditors’ Report Thereon

Management is responsible for the other information. The other information comprises the information
meiudedvnthemannuai-repori;, buisdossnol intigde tierfinancigisl@iEmenisor iherfunu-and-ouraudil
report theregn.

Our opinion on the financial statements does not cover the other information and we do 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
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, 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 Management Committee 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 the Act and the
Rules, 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 fund’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 fund or to cease operations, or has no
realistic alternative but to do so.

Management Committee is responsible for overseeing the fund’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 15As 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:

» |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.
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»  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 fund’s internal control.

» Evaluate the appropriateness of accounting poiicies used and the reasonableness of accountng
estimates and related disclosures made by management.

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

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

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

Report on Other Legal and Regulatory Requirements

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

(a) the accounts prepared for the period have been properly prepared in accordance with the relevant
provisions of the Act and the rules and according to such International Accounting Standards as
generally apply in Pakistan;

{(b) without prejudice to the forgoing, a true and fair view is given of the disposition of the Fund at the end
of the accounting period and of the transactions of the Fund;

(c) the costs and expenses debited to the Fund are as specified in the Act, rules or regulations; and

(d) proper books and records have been kept by the Fund;

The engagement partner on the audit resultingin this independent auditors’ report is Syed Ali Adnan Tirmizey.

ace: Lahore

ate: i§ 1 DEC 2020



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

STATEMENT OF ASSETS AND LIABILITIES
AS AT 30 JUNE 2018

ASSETS

Non current assets

Investments 4 1,046,524,500

Current assets

Accrued interest 5 7,572,833

Cash and cash equivalents 6 4,833,291,862
4,840,864,695

TOTAL ASSETS 5,887,389,195

LIABILITIES

Current liabilities

Accrued expenses 7 280,000
TOTAL LIABILITIES 280,000
Net assets 5,887,109,195

Represented by:
Accumulated Investment Fund 5,887,109,195

Contingencies and commitments B8

The annexed notes 1 to 15 form on integral part of these financial statements.

N
s \'\,WW »

General Manager Private Member Chairman



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

INCOME STATEMENT
FOR THE PERIOD FROM OCTOBER 25, 2017 TO JUNE 30, 2018

INCOME

Interest income from:

- Term deposit receipts 461,589
- Bank deposits 7,568,410
- Market treasury bills 373,200
8,403,199
EXPENDITURE
Operating expenses 9 (481,940)
Income for the period 7,921,259
Budgetary receipts / {payments) for the period 481,940
Net income for the period 8,403,199

The annexed notes 1 to 15 form an integral part of these financial statements.

F i

General Manager Private Member Chairman



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD FROM OCTOBER 25, 2017 TO JUNE 30, 2018
e e .

Net income for the period 8,403,199

Other comprehensive income

Items that are to be classified subsequently
to income statement:

Available-for-sale investments:
- unrealized di ti

unrealized diminution on 411 (110,700}

remeasurement - net

- reclassified to income statement
on disposal

{110,700)

Total comprehensive income for the period 8,292,499

The annexed notes 1 to 15 form an integral part of these financial statements.

e

General Manager Private Member Chairman



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

STATEMENT OF CHANGES IN ACCUMULATED INVESTMENT FUND

FOR THE PERIOD FROM OCTOBER 25, 2017 TO JUNE 30, 2018

Balance at the beginning of the period

Amount contributed by the Government through
the Reserve General Provident Fund

Total comprehensive income for the pericd

Net income for the period
Other comprehensive income for the period

Balance at the end of the period

The annexed notes 1 to 15 form an integral part of these financial statements.

/\/“J/'

General Manager Private Member

5,878,816,696

8,403,199
(110,700}

8,292,495

5,887,109,195

V4
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Chairman



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

STATEMENT OF CASH FLOWS

FOR THE PERIOD FROM OCTOBER 25, 2017 TO JUNE 30, 2018

income for the period 8,403,199

Adjustments for non-cash items:
Interest from:

Bank deposits (7,568,410)
Term deposit receipts {461,589)
Market Treasury Bills (373,200)

(8,403,199)

Operating profit/{loss) before changes in working capital -

Changes in working capital

Increase In assets:
Investments - net (1,046,635,200)
Accrued interest {7,572,833)

(Decrease) / increase in liabilities:
Accrued Expenses 280,000

Net cash generated from operations A {1,053,928,033)

Cash flow from investing activities

Interest from:
Term Deposit Receipts 461,589
Bank depasits 7,568,410
Market Treasury Bills 373,200
Net cash used in investing activities 8,403,199
Cash flow from financing activities
Amount contributed by the Government through
the Reserve General Provident Fund 5,878,816,696
Cash generated from financing activities c 5,878,816,696
Net increase in cash and cash equivalents during
the period 4,833,291,862
Cash and cash equivalents at beginning of the period -
Cash and cash equivalents at end of the period 6 4,833,291,862

The annexed notes 1 to 15 form an integral part of these finoncial statements.

1_/‘ Ur,/%ﬂ

General Manager Private Member CHairman



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIOD FROM OCTOBER 25, 2017 TO JUNE 30, 2018

LEGAL STATUS AND NATURE OF BUSINESS

JEEY The Punjab General Provident Investment Fund ("Fund") has been established under the Punjab General Provident

Investment Fund Act 2009 ["Act” ) to generate revenue Tor the distnarge of the General Provident Fand fiabiiitie
of the Government of Punjab. The Fund is a body corporate with perpetual succession. The Fund shall perform
such functions and exercise such powers as are vested In it under the Act and the Punjab General Provident
{nvestment Fund Rules 2010 {"Rules"). The management and administration of the Fund vests in the Management
Committee notified under section 5 of the Act. The Fund is responsible for investing the funds in profitable
avenues to generate revenue, Currently, the Fund has invested in a diversified portfalio of government securities,
term deposit receipts and bank deposits. The registered office of the Fund is situated at 112 Tipu Block, Garden
Town, Lahore, in the province of Punjab.

Financial activity of the fund commenced on October 25, 2017, Accordingly, the financial statements have been
drawn for the period from October 25, 2017 to June 30, 2018,

| 2 |BASIS OF PREPERATION

Stétérﬁéht'éf compliance B R P T ] LT g =0 s L i

These financial statements have been prepared in accordance with the requirements of the Punjab General
Provident Investment Fund Act 2009, Punjab General Provident Investment Fund Rules 2010, directives issued by
the Government of Punjab and the approved accounting standards as applicable in Pakistan. Approved accounting
standards comprise of such International Financial Reporting Standards (IFRSs} issued by the International
Accounting Standards Board (IASB) as notified under the provisions of Companies Act, 2017 and technical releases
issued by the Institute of Chartererd Accountants of Pakistan from time to time.

Wherever the requirements of the Punjab General Provident Investment Fund Act 2009, Punjab General Pravident
Investment Fund Rules, 2010 or the directives issued by the Government of Punjab differ with the requirements of
these standards, the requirements of the Punjab General Provident Investment Fund Act 2009, Punjab General
Provident Investment Fund Rules, 2010 and the requirements of the said directives shall prevail.

m Basis of measurement

The financial statements have been prepared under the historical cost canvention, except for certain investments
which are carried at fair value and amortized cost in accordance with the requirements of International Accounting
Standard (IAS) 39: ‘Financial Instruments: Recognition and Measurement'.

In these financial statements, except for the amounts reflected in the cash flow statement, all transactions have
been accounted for on accrual basis.

m Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the Fund's functional and presentation currency.

2.4 |Use of judgments and estimates

The preparation of financial statements in conformity with approved accounting standards requires management
to make judgments, estimates and assumptions that affect the application of accounting policies and reported
amounts of assets and liabilities and income and expenses. The estimates and associated assumptions and
judgments are based on historical experience and various other factors that are believed to be reasonable under
the circumstances, the result of which forms the basis of making the judgments about carrying values of assets and
liabilities that 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. Revision 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
revision and future periods if the revision affects both current and future periods. The area where various
assumptions and estimates are significant to Fund's financial statements or where judgments are exercised in
application of accounting pelicies principally related to:



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM OCTOBER 25, 2017 TO IUNE 30, 2018

- classification, valuation and impairment if any, of investments 31

grovisions 2:£

n Summary of significant accounting policies

The Fund classifies its investments as fair value through profit or loss, held to maturity, loans and receivables and
available for sale,

m Settlement date accounting

Regular purchases and sales of financial assets are recognized on the settlement date - the date on which the
Fund actually recelves an asset in case of purchase and actually delivers an asset in case of sale.

Initial measurement

All Investments are initially recognized at cost being the fair value of the consideration given including acquisition
cost, except in case of financial assets at fair value through profit or loss, in which case the transaction costs are
taken directly to the income statement in the period in which they arise.

m Subsequent measurement

Financial assets at fair value through profit or loss

These include investments which are acquired principally for the purpose of generating profit from short term
fluctuations in prices and are classified as financial assets at fair value through profit or loss. These are stated at
fair values with any resulting surplus / (deficit) recognized in the income statement.

Held to maturity

The investments with fixed maturity or determinable payments where management has both intent and ability to
hold to maturity are classified as held to maturity. These are stated at amortized cost using the effective interest
rate method less impairment, if any. The amortization for the period is taken to the income statement.

Available-for-sale

Investments which can not be classified as loans and receivables, held to maturity or at fair value through profit or
loss are classified as available-for-sale.

Investments intended to be held for an unidentified period of time, which may be sold in response to need for
liquidity or changes to interest rates or equity prices are classified as available-for-sale.

Available-for-sale Investments are measured at subsequent reporting dates at fair vaiue. However investments for
which fair value cannot be determined are vaiued at cost. Surplus/{deficit) on re-measurement Is kept in
accurnulated investment fund through other comprehensive income, until the security is disposed off or is
determined to be impaired, at which time, the cumulative unrealized surplus/{deficit) is included in the income
statement.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition financial assets classified as 'Loans and receivables' are
carried at amortized cost using the effective interest method. Gain or loss is also recognized in the 'income
statement’ when financial assets carried at amortized cost are derecognized or impaired, through the amortization
process.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

Fair value of financial assets is determined as follows:



PUNIAB GENERAL PROVIDENT INVESTMENT FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERICD FROM OCTOBER 25, 2017 TO JUNE 30, 2018

a)

b)

<)

d)

Government securities

Fair value of government securities is determined at the average rate obtained from PKRV rate sheet and
quoted on Mutual Funds Association of Pakistan {"MUFAP") and such average rate shall be based on the
remaining tenar of the security.

Debt securities

Fair value of debt securities, other than government securities, is determined on the basis of prices
announced by the MUFAP in accordance with the Securities and Exchange Commission of Pakistan ("SECP")
Circular No. 1 of 2009 and Circular 33 of 2012.

Listed shares

Fair value of listed shares is determined on the basis of closing quoted market prices available at the
Pakistan Stock Exchange (PSX).

Mutual Fund

Fair value of mutual fund's units is determined with reference to the net asset value declared by the
respective fund.

m Revenue racagnition

a)

b)

c)

d)

Gains / losses arising on sale of investments are included in the income statement on the date at which the
transaction takes place.

Dividend income is recognized when the Fund's right to receive dividend is established, Dividend received
on marketable securities acquired after the announcement of dividend till the book closure date s
accounted for as reduction in the cost of investment.

Income on government securities, treasury bills, bonds and term finance certificates is recognized on an
accrual basis using the effective interest rate method.

Income on deposits and national saving schemes Is recognized on accrual basis.

m Financial instruments

(i)

(i)

(i)

(iv)

{v)

{vi)

Financial assets and financial liabilities are recognized when the Fund becomes a party to the contractual
provisions of the instrument,

Financial assets are de-recognized when the Fund loses control of the contractual rights that comprise the
financial asset.

Financial liabilities are de-recognized when they are extinguished, i.e. when the obligation specified in the
contract is discharged, cancelled or expired.

Any gain or loss on de-recognition of the financial assets and financial liabilities is taken to the income
statement in the period in which it arises.

Financial liabilities, other than those at fair value through profit or loss, are measured at amortized cost
using the effective yield method.

The particular measurement methods adopted are disclosed in the individual policy statements associated
with each item.

m Off setting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the statement of assets and
liabilities if the Fund has a legal enforceable right to set off the recognized amounts and intends either to settle on
net basls or to realize the assets and settle the liabilities simultaneously,

| 3.5 [Cash and cash equivalents

Cash and cash equivalents are carried in the statement of assets and liabilities at cost. Cash and cash equivalents
comprise of cash in hand, term deposit receipts having maturity of three months or less and balances maintained
with banks.



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM OCTOBER 25, 2017 TO JUNE 30, 2018

A provision Is recognized in the statement of assets and liabilities when the Fund has legal or constructive

obligation as a result or past event, T 15 probanle that an outiow OF Tesolrces emboaying economic beneiits will
be required to settle the obligation and the reliable estimate can be made of the amount of the obligation. The
provisions are reviewed at each reporting date and are adjusted to reflect the current best estimates.

(37 llmpaioment |
Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective evidence which
indicates that one or more events have had a negative effect on the estimated future cash flows of that asset.
Significant financial assets are tested for impairment on an individual basis. The remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics. All impairment losses are recognised in
the profit and loss account. An impairment loss is reversed if the reversal can be related objectively to an event
accruing after the impairment loss was recognised. For financial assets carried at cost, the impairment loss is
measured as the difference between the assets' carrying amount and the present value of estimated future cash
flows, discounted at current market rate of return for a similar financlal asset. Such impairment loss is not reversed
in subsequent periods. For financial assets' carried at amortized cost, the amount of impairment loss recognised is
the difference between carrying amount and present value of estimated cash flows, discounted at effective
interest rate.

Non-financial assets

The carrying amounts of non-financial assets are assessed at each reporting date to ascertain whether there is any
indication of impairment. If such an indication exists, the asset's recoverable amount is estimated to determine the
extent of impairment loss, if any. An impairment loss is recognised, as an expense in the profit and loss account.
The recoverable amount is the higher of an asset's fair value less cost to disposal and value in use. Value in use is
ascertained through discounting of the estimated future cash flows using a pre tax discount rate that reflects
current market assessments of the time value of money and the risk specific to the assets for which the estimate
of future cash flows have not been adjusted. For the purpose of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash flows {cash-generating units). An impairment loss is
reversed If there is a change in the estimates used to determine the recoverable amount. An impairment lass Is
reversed only to the extent that the asset's carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortization, if no impairment loss had been recognised previously.
Reversal of an impairment loss is recognised immediately in the profit and loss account.

m Foreign currency transiation

Transactions denominated in foreign currencies are translated to Pak Rupee at the foreign exchange rate ruling at
the date of transaction. Monetary assets and liabilities denominated in foreign currency are translated at the rates
of exchange prevailing on the reporting date. All exchange gains/losses are taken to the income statement.

3.9 [Transactions with related parties

The Fund enters into transaction with related parties on an arm's length basis. Prices for transactions with related
parties are determined using admissible valuation methods.

The income of the Fund is exempt from tax under Clause 57 (3) (xii} of Part | of the Second Schedule to the income
Tax Ordinance 2001, therefore no provision for taxation has been made in these financial statements.



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM OCTOBER 25, 2017 TO JUNE 30, 2018

Standards, interpretations and amendments to published approved accounting standards:

Standards, amendments to standards and interpretations becoming effective in current period:

The following standards, amendments to standards and interpretations have become effective and are
mandatory for financial statements of the fund for the periods beginning on or after July 01, 2017 and
therefore, have been applied in preparing these financial statements.

i Conceptual Framewaork for Financial Reporting

The revised Conceptual Framework includes some new concepts, provides updated definitions and
recognition criteria for assets and liabilities and clarifies some important concepts.

ii.  Annual Improvements to IFRS Standards 2014-2016 Cycle, applicable for annual reporting periods
beginning on or after lanuary 01, 2017.

IFRS 12 - Disclosure of Interests in Other Entities

The amendment states that an entity need not provide summarized financial information for interests in
subsidiaries, associates or joint ventures that are classified {or included in a disposal group that is classified)
as held for sale,

The amendments clarify that this is the only concession from the disclosure requirements for such
interests.

iii. 1AS 7 - Statement of Cash Flows

The amendments require an entity to provide disclosures that enable users of financial statements to
evaluate changes in liabilities arising from financing activities, including both cash and non-cash changes.

The amendments apply prospectively. Entities are not required to present comparative information for
earlier periods when they first apply the amendments.

iv. IAS 12 - Income Taxes
The amendments in recognition of deferred tax assets for unrealized losses clarify the following aspects:

Unrealized losses on debt instruments measured at fair value and measured at cost for tax purposes give
rise to a deductible temporary difference regardless of whether the debt Instrument's holder expects to
recover the carrying amount of the debt instrumeant by sale or by use.

The carrying amount of an asset does not limit the estimation of probable future taxable profit.

Estimates for future taxable profits exclude tax deductions resulting from the reversal of deductible
temporary differences.

An entity assesses a deferred tax asset in combination with other deferred tax assets. Where tax law
restricts the utilization of tax losses, an entity would assess a deferred tax asset in combination with other
deferred tax assets of the same type.

The application of amendments has no significant impact on the disclosures or amounts recognized in the
fund's financial statements.

Standards, amendments to standards and interpretations becoming effective in future periods

The following standards, amendments to standards and interpretations have been published and are
mandatory for the fund's accounting periods beginning on or after their respective effective dates.

i Amendments to References to the Conceptual Framework in IFRS Standards:

The I1ASB issued Amendments to References to the Conceptual Framework in IFRS Standards. The
document contains amendments to IFRS 2, IFRS 3, IFRS 6, IFRS 14, [AS 1, IAS 8, IAS 34, 1AS 37, IAS 38,
IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and 5IC-32. Not all amendments, however update those
pronouncements with regard to references to and quotes from the framework so that they refer to
the revised Conceptual Framework. Some pronouncements are only updated to indicate which
version of the framework they are referencing to (the IASC framework adopted by the IASB in 2001,
the IASB framewark of 2010, or the new revised framework of 2018) or to indicate that definitions in
the standard have not been updated with the new definitions developed in the revised Conceptual
Framework.



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIOD FROM OCTOBER 25, 2017 TO JUNE 30, 2018

The amendments, where they actually are updates, are effective for annual periods beginning on or
after January 1, 2020.

IFHS 2 - Share-based Payment

Amendments to classification and measurement of Share-based Payment transactions, applicable for
annual reporting periods beginning on or after January 01, 2018, contains the following clarifications
and amendments:

Accounting for cash-settled share-based payment transactions that include a performance condition.

Untit now, IFRS 2 contained no guidance on how vesting conditions affect the fair value of liabilities
for cash-settled share-based payments. IASB has now added guidance that introduces accounting
requirements for cash-settled share-based payments that follows the same approach as used for
equity-settled share-based payments.

Classification of share-based payment transactions with net settlement features.

IASE has introduced an exception into IFRS 2 so that a share-based payment where the entity settles
the share-based payment arrangement net is classified as equity-settled in its entirety provided the
share-based payment would have been classified as equity-settled had it not included the net
settlement feature.

Accounting for modifications of share-based payment transactions from cash-settled to equity-
settled.

Until now, IFRS 2 did not specifically address situations where a cash-settled share-based payment
changes to an equity-settled share-based payment because of modifications of the terms and
conditions. The IASB has introduced the following clarifications:

On such modifications, the original liability recognized in respect of the cash-settled share-based
payment is deracognized and the equity-settled share-based payment is recognized at the
modification date fair value to the extent services have been rendered up to the modification date.

Any difference between the carrying amount of the liability as at the modification date and the
amount recognized in equity at the same date would be recognized in profit and loss immediately.

Annual Improvements to IFRS Standards 2015-2017 Cycle, applicable for annual reparting periods
beginning on or after January 01, 2019.

In December 2017, the IASB published Annual Improvements to IFRS Standards 2015-2017 Cycle,
containing the following amendments to IFRSs:

IFRS 3 - Business Combinations and IFRS 11 - Joint Arrangements- The amendments to IFRS 3 clarify
that when an entity obtains control of a business that Is a joint operation, it remeasures previously
held interests in that business. The amendments to IFRS 11 clarify that when an entity obtains joint
control of a business that is a joint operation, the entity does not remeasure previously held interests
in that business.

IAS 12 - Income Taxes - The amendments clarify that all income tax consequences of dividends (i.e.
distribution of profits) should be recognized in profit or loss, regardless of how the tax arises.

JAS 23 - Borrowing Costs - The amendments clarify that if any specific borrowing remains
outstanding after the related asset is ready for its intended use or sale, that borrowing becomes part
of the funds that an entity borrows generally when calculating the capitalization rate on general
borrowings.



PUNJAB GENERAL PROVIDENT INVESTMENT FUND

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIOD FROM OCTOBER 25, 2017 TO JUNE 30, 2018
IFRS 4 - Insurance Contracts

iv.

vi.

The standard has been amended by applying IFRS 9 'Financial Instruments' with IFRS 4 ‘Insurance

ontracts’, Tne amendment Sstates that an entity choosing to apply the overfay approach
retrospectively to qualifying financial assets does so when it first applies IFRS 9. An entity choosing to
apply the deferral approach does so for annual reporting periods beginning on or after January 01,
2018,

IFRS 9 - Financial Instruments

IFRS 9 contains accounting requirements for financial instruments in the areas of classification and
measurement, impairments, hedge accounting, de-recognition:

All recognized financial assets that are within the scope of 1AS 32 Financiai instruments: Recognition
and Measurement are required to be subsequently measured at amortized cost or fair value.
Specifically, debt investments that are held within a business model whose objective is to collect the
contractual cash flows, and that have contractual cash flows that are solely payments of principal and
interest on the principal outstanding are generally measured at amortized cost at the end of
subsequent accounting periods. Debt instruments that are held within a business model whose
objective is achieved both by collecting contractual cash flows and selling financial assets, and that
have contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding, are measured at Fair Value
Through Other Comprehensive Income. All other debt investments and equity investments are
measured at their fair value at the end of subsequent accounting periods.

In relation to the impairment of financial assets, standard requires an expected credit loss model, as
opposed to an incurred credit loss model under IAS 39.

The new general hedge accounting requirements retain the three types of hedge accounting
mechanisms currently available in IAS 39. Under IFRS 9, greater flexibility has been introduced to the
types of transactions eligible for hedge accounting, specifically broadening the types of instruments
that qualify for hedging instruments and the types of risk components of non-financial items that are
eligible for hedge accounting. In addition, the effectiveness test has been replaced with the principle
of an 'economic relationship'. Retrospective assessment of hedge effectiveness is also no longer
required. Enhanced disclosure requirements about an entity's risk management activities have also
been introduced.

The standard is effective for annual reporting periods beginning on or after luly 01, 2018, as notified
by the SECP vide SRO 1007(1)/2017 dated October 04, 2017.

Further, IASB has issued amendments relating to Prepayment Features with Negative Compensation
{Amendments to IFRS 9) to address the concerns about how IFRS 9 classifies particular pre-payable
financial assets. The amendments are to be applied retrospectively for fiscal years beginning on or
after January 01, 2019; early application is permitted.

The management of the fund is reviewing the changes to evaluate the impact of application of
standard on the financial statements.

[FRS 15 Revenue from Contracts with Customers

IFRS 15 originally issued on 28 May 2014, provides a single, principles based five-step model {Identify
the contract with the customer, identifying performance obligations, determine the transaction price,
allocate the transaction price to the performance obligations in the contracts and recognize revenue
when (or as) the entity satisfies a performance obligation) to be applied to all contracts with
customers. On 12 April 2016, clarifications to IFRS 15 'Revenue from Contracts with Customers' were
issued which address three of the five topics identified [identifying performance obligations, principal
versus agent considerations, and licensing) and provide some transition relief for modified contracts
and completed contracts.
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vil.

viii.

9

Guidance is provided on topics such as the point in which revenue is recognized, accounting for
variable consideration, costs of fulfiliing and obtaining a contract and various related matters. New
disclnsirac ahout. ravanite are alen Introduced,

The standard along with clarifications are effective for annual reporting periods beginning on or after
July 01, 2018, as notified by SECP vide SRO 1007(1)/2017 dated October 04, 2017. The Management
is in the process of evaluating the impact of application of the standard and clarifications on the
fund's financial statements.

IFRS 16 Leases

IFRS 16 specifies how an IFRS reporter will recognize, measure, present and disclose |eases. The
standard provides a single lessee accounting model, requiring lesseas to recognize assets and
liabilities for all leases unless the lease term is 12 months or less or the underlying asset has a low
value. Lessors continue to classify leases as operating or finance, with IFRS 16's approach to lessor
accounting substantially unchanged from its predecessor, 1AS 17.

IFRS 16 replaces the following standards and interpretations:

® |[AS 17 Leases

= |[FRIC 4 Determining whether an Arrangement contains a Lease

= 5IC-15 Operating Leases - Incentives

» 51C-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease

IFRS 16 was issued in January 2016 and applies to annual reporting periods beginning on or after 1
January 2019, as notified by 5.R.0. 434 {1)/2018 dated April 9, 2018.

IAS 19 - Employee Benefits

Amendments, applicable for annual reporting periods beginning on or after January 01, 2019, relate
to plan amendment, curtallment or settlement detailed as below:

If a plan amendment, curtailment or settlement occurs, it is now mandatory that the current service
cost and the net Interest for the period after the remeasurement are determined using the
assumptions used for the remeasurement.

In addition, amendments have been included to clarify the effect of a plan amendment, curtailment
or settlement on the requirements regarding the asset ceiling.

IAS 28 - Investments in Associates and Joint Ventures

Amendments resulting from Annual Improvements 2014-2016 Cycle (clarifying certain fair value
measurements), applicable for periods beginning on or after January 01, 2018, clarified that the
election to measure at fair value through profit or loss an investment in an associate or a joint
venture that is held by an entity that is a venture capital organization, or other qualifying entity, is
available for each investment in an associate or joint venture on an investment-by-investment basis,
upon initial recognition,

Further, amendments applicable for periods beginning on or after January 01, 2019 have been added
to clarify that an entity applies IFRS 9 including its impairment requirements, to long-term interests in
an associate or joint venture that form part of the net investment in the associate or joint venture
but to which the equity method is not applied.

IAS 40 - Investment Property

The amendments in Transfers of Investment Property, applicable for periods beginning on or after
January 01, 2018, state that an entity shall transfer a property to, or from, investment property
when, and only when, there is evidence of a change in use. A change of use occurs if property meets,
or ceases to meet, the definition of investment property. A change in management's intentions for
the use of a property by itself does not constitute evidence of a change in use.
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IFRIC 22 - Fareign Currency Transactions and Advance Consideration

IFRIC 22 clarifies the accounting for transactions that include the receipt or payment of advance
consiaeration In‘a Toreign currency.

The Interpretation covers foreign currency transactions when an entity recognizes a non-monetary
asset or non-monetary liability arising from the payment or receipt of advance consideration before
the entity recognizes the related asset, expense or income. It does not apply when an entity
measures the related asset, expense or income on initial recognition at fair value or at the fair value
of the consideration received or payed at a date other than the date of Initial recognition of the non-
monetary asset or non-monetary liability. Also, the Interpretation need not be applied to income
taxes, insurance contracts or reinsurance contracts.

IFRIC 22 is effective for annual reporting periods beginning on or after January 01, 2018. Earlier
application is permitted.

IFRIC 23 - Uncertainty over Income Tax Treatments
IFRIC 23 clarifies the accounting for uncertainties in income taxes.

The interpretation is to be applied to the determination of taxable profit (tax loss), tax bases, unused
tax losses, unused tax credits and tax rates, when there is uncertainty over Income tax treatments
under IAS 12.

IFRIC 23 is effective for annual reporting periods beginning on or after January 01, 2019. Earlier
application is permitted.

Standards issued by IASB but not applicable in Pakistan

Following new standards have been issued by IASB which are yet to be notified by the SECP for purpose of
applicability in Pakistan;

|IFRS 1 - First-time adoption of International Financial Reporting Standards
IFRS 14 - Regulatory Deferral Accounts
IFRS 17 - insurance Contracts
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(B AR [LNVESTIMENTS | RS ESSE I S (R e | Note | 2018 |

—Rupegs—
Available for sale 4.1 1,046,524,500
hm.ﬂb ilahle f _n_ Fair Val
: vailable for sa air Value
{ Carrying Val Fair Val
| AL W Lne Gain/(Loss)
Rupees
Government securities
- Market Treasury Bills 411 1,046,635,200 1,046,524,500 (110,700)

Government Securities - Market

val |
Treasury Bills {*T/Bills") Face Value I | Balance as at June 30, 2018
T _ | . Fair value as
Purchases Sales / Diminution i percentage of
Issue date Tenure 01-jul-17 during the |Matured during| 30 June 2018 | Carrying Value Fair Value _3__.._: 1OR R net assets
- , carrying value
{ period the period
Rupees —%e
26-Apr-18 3 Months - 1,050,000,000 - 1,050,000,000 1,046,635,200 1,046,524,500 (110,700} 17.78

- These bills have ero coupon rate and carry a yield of 6.7251% per annum.
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n Accrued intarest m

2018

Term Deposit Receipts 461,589

Saving Accounts 7,111,244

7,572,833

| 6 [Cash and cash equivalents ]

Cash at banks

- saving accounts 6.1 3,663,291,862

- term deposit receipts - held to maturity 6.2 1,170,000,000

4,833,291,862

4,833,291,862

These carry interest at the rate of 4.50% to 7.00% per annum.

mThese are placed with commercial banks and carry interest at the rate of 7.20% per annum and are
due to mature on September 29, 2018

7 [acouedewpenses

Audit fee payable 278,000
Others 2,000
280,000

| 8 |Contingencies and commitments N

There are no contingencies and commitments as at 30 June 2018,

8 lOperatingexpenses | [ |

Legal and professional charges 202,258
Auditors' remuneration 9.1 278,000
Bank charges 1,682
481,940

9.1 [Auditors' remuneration
Annual audit fee 179,000
Review of compliance with the Act and the Rules 59,000

278,000
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m Financial instruments

The Fund has exposure to the following risks from its use of financial instruments:

- Credit risk
- Liguidity risk
- Market risk

The Management Committee has overall responsibility for the establishment and oversight of Fund's risk
management framework. The Management Committee is also responsible for developing and monitoring the
Fund's risk management policies.

This note presents information about the Fund’s exposure to each of the above risks, the Fund's objectives,
policies and processes for measuring and managing risk.

The Fund's risk management policies are established to identify and analyze the risks faced by the Fund to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to react to changes in market conditions and the Fund's activities.

0. fcredibeisk |

Credit risk is the risk that a counter party to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Fund, resulting in a financial loss to the Fund. At the period
end it arises principally from debt securities held, term deposits, bank balances and profit/markup
recoverable, etc. Out of the total financial assets of Rs. 5,887 million financial assets which are subject to
credit risk amount to Rs. 4,841 million.

10.1.1 |Management of credit risk

The Fund's policy is to enter into financial contracts in accordance with the internal risk management
policies and investment policies approved by the Investment Committee. The Fund does not expect to
incur material credit losses on its financial assets. Investments in government securities is risk free.
Investment is made in scheduled banks having a minimum Long Term rating of “AA-".

-10.1,2 |Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure before any credit
enhancements. The maximum exposure to credit risk at the reporting date is:

__Statement of.
assets and

liabilities
2018

Bank balances 3,663,291,862
Term deposit receipts 1,170,000,000
Accrued interest - TDR and Soving Accounts 7,572,833

4,840,864,695

Differences in the balances as per the statement of assets and liabilities and maximum exposure in
investments is due to the fact that investments of Rs. 1,046 million relates to investments in Government
Securities & other assets which are not considered to carry credit risk.

m Concentratian of credit risk

Concentration of credit risk exists when changes in economic or industry factors affect groups of
counterparties whose aggregate credit exposure Is significant in relation to the Fund’s total credit
exposure. Around 18% of the Fund's financial assets are in Government securities which are not exposed
to the credit risk, while the remaining portfolio of financial assets is broadly diversified and transactions
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are entered into with diverse credit-worthy counterparties thereby mitigating any significant
concentrations of credit risk.

Details of Fund's concentration of credit risk of financial instruments by industry distribution are as

follows:

2018
Commercial banks 4,833,291,862 82.10%
Interest receivable 7,572,833 0.13%
Government Securities 1,046,524,500 17.78%

5,887,389,195 100%

The credit quality of bank balances and investments in term finance certificates that are neither past due
nor impaired can be assessed by reference to external credit ratings or to historical information about
counterparty default rate:

Rating 2018 " Amount |
Bank Balances Short Term | CongTerm | Aganey | Rs. |

Bank of Punjab Al+ AA PACRA 152,833,916
Samba Bank Limited A-1 AA ICR-VIS 1,170,000,000
Soneri Bank Limited Al+ AA- PACRA 21,001
Sindh Bank Limited A-1+ AA JCR-VIS 1,170,436,945
JS Bank Limited Al+ AA- PACRA 1,170,000,000
3,663,291,862
Term Deposit Receipts and Accrued Interest
Soneri Bank Limited Al+ AA- PACRA 1,170,000,000
Soneri Bank Limited Al+ AA- PACRA 461,589
Bank of Punjab Al+ AA PACRA 6,216,274
Samba Bank Limited A-1 AA ICR-VIS 448,767
J5 Bank Limited Al+ AA- PACRA 446,203
1,177,572,833
4,840,864,695

Due to the Fund's long standing business relationships with these counterparties and after giving due
consideration to their strong financial standing, management does not expect non performance by these
counter parties on their obligations to the Company. Accordingly, the credit risk is minimal.

Settlement risk

The Fund’s activities may give rise to risk at the time of settlement of transactions. Settlement risk is the
risk of loss due to the failure of an entity to honor its obligations to deliver cash, securities or other assets
as contractually agreed on sale.

Management of risk

For the vast majority of transactions, the Fund mitigates this risk by conducting settlements through a
broker or bank to ensure that a trade is settled only when both parties have fulfilled their contractual
settlement obligations.
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m Liquidity risk

Liguidity, risk_is_the risk_that_the Eund will not_he abla_to meet its financial. abligations.acthev.fall,due

Liquidity risk arises because of the possibility that the Fund could be required to pay its liabilities earlier
than expected or difficulty in raising funds to meet commitments associated with financial liabilities as
they fall due.

10.2.1 |Management of liquidity risk

The Fund's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficlent
liguidity to meet its liabilities when due, under both normal and stressed conditions. For this purpose the
Fund has effective cash management and planning policy to ensure availability of funds and to take
appropriate measures for new requirements. All liabilities are payable in respect of expenses as approved
the management committee in budget for the period.

m Maturity analysis for financial liabilities

The following are the contractual maturities of financial liabilities as on:

30 June 2018

Carrying Six months Six to twelve

amount or less

Lo =] L

Audit fee payable 278,000 278,000 -
Other payable 2,000 2,000 -
280,000 280,000 -

————— ——————————————————————— e
3

Market risk is the risk that changes in market prices, such as interest rates, equity prices and foreign
exchange rates will effect the Fund’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimizing the return on risk.

10.3.1 |Management of market risks

The Fund manages market risk by monitoring exposure on marketable securities by following the internal
risk management policies and investment guidelines approved by the Management Committee and
regulations laid down by the Punjab General Provident Investment Fund Act 2009 and Punjab General
Provident Investment Fund Rules 2010. The maximum risk resulting from financial instruments equals
their fair values.

The Fund is exposed to interest rate risk only.
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E Fair value measuremjent of financial instruments

Fair value is the price: that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.

IFRS 13 'Fair Value hleasurement' requires the Fund to classify fair value measurements and fair value hierarchy that reflects the significance of the inputs used in making the measurements of fair value hierarchy
has the following _n%m_m"

- Quoted price; {unadjusted) in active markets for identical assets or liabilities {Level 1)
- Inputs other ‘han quoted prices included within level 1 that are observable for the asset or liability, either directly {i.e. as prices) or indirectly (i.e. detived from prices) {level 2}
- Inputs for the asset or liability that are not hased on observable market data (i.e. unobservable) inputs (Level 3)

Transfer between [evels of the fair value hierarchy are recognised at the end of the reporting period during which the changes have occurred.

The following table thows the carrying amounts and fair values of financial assets and financial liabilities, including their levels in the fair value hierarchy. It does not include fair value information for financial assets
and financial liabiliti 's not measured at fair value if the carrying amount is a reasonable approximation of fair value.

Carrying amount Fair value

Other financial

Available f le D I .
vailable for sale eposits bl Level 2

As at 30 June 2018

Financial assets - measured at fair value

Investment Account
Investments
- government securities 1,046,524,500 - - 1,046,524,500 - 1,046,524,500 - 1,046,524,500

Einancial assets - no measured at fair value

Investment Account

Investments

- term deposit receigts - 1,170,000,000 - 1,170,000,000 - - - -

Cash equivalents - 3,663,291,862 - 3,663,291,862 = 5 B -

Acerued interest - 461,589 . 461,589 - - - -

Expense

Cash equivalents - - - - . - . .

Security deposits - - - s = 5 2 -
1,046,524,500 4,833,753,451 - 5,880,277,951 - 1,046,524,500 - 1,046,524,500

Financial liabilities - ot measured at fair value

Expense

Audit fee payable - - 278,000 278,000 5 = - .

Other payable - - 2,000 2,000 5 5 - -

- . 280,000 280,000 B - - 3
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Interest rate risk

EETREWEE interest rate risk s the risk_that the fair value or fisturs cach flnws af a financial. instrument will
fluctuate because of changes in market interest rates. Currently the Funds interest rate exposure arises
on investment in Government securities, term deposit receipts with banks and balances with banks in
saving accounts. Currently all of the Fund's investment carry fixed interest rates. In addition, the Fund
may change the mix of its portfolio to enhance the earning potential of the Fund subject to the above
defined guidelines. Other risk management procedures are the same as those mentioned in the credit
risk management.

b AR At 30 June, details of the interest rate profile of the Fund's interest bearing financial assets were as

follows:
Financial assets

Interest rate m
Fixed rate instruments [ % | Rupees |

Term Deposit Receipts 7.20 1,170,000,000
Treasury Bills 6.72 1,046,524,500
Bank balances 4.50 to 7.00 3,663,291,862

5,879,816,362

Fair value sensitivity analysis for fixed rate instruments

The Fund does not account for any fixed rate financial assets and liabilities at fair value through profit
or loss. Therefore, a change in interest rates at the reporting date would not affect income statement.

None of the financial liabilities carry any interest rate.

Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
as a result of changes in market prices (other than those arising from interest rate risk or currency risk)
whether those changes are caused by factors specific to the individual financial instrument or its issuer,
or factors affecting all similar financial instruments traded in the market.

Fair value sensitivity analysis

The Fund does not account for any fixed rate financial assets and liabilities at fair value through profit
or loss. Therefare, a change in market price at the reporting date would not affect income statement.
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Transaction and balances with related parties

The related parties comprise entities controlled and owned by the Government of Punjab, custodian of assets,
members of Management Committee, companies where Management Committee members also hold
directorship and key management employees. The Fund in the normal course of business carries out
transactions with related parties. Details of transactions with and amounts due to / {from) related parties are

as follows:

Transactions with

Bank of Punjab

- Income on savings account 6,237,494

Balances with

Bank of Punjab
- Bank balances 152,833,916

m Number of Employees
The following are the number of persons employed [ Note | 2018

Employees as at the period end 13.1 18
Average number of employees during the period 18

The employees of Punjab Pension Fund established under the Punjab Pension Fund Act 2007 are working
as the employees of Punjab General Provident Investment Fund without receiving any remuneration.

m Date of authorization for issue

o AR Sd
These financial statements were authorized for issue on &8 et

of the Fund.

by the Management Committee

- Figures have been rounded off to the nearest rupees.

- This is the first fiscal period of the fund since Incorporation, therefore corresponding figures are not
applicable.

3 K

General Manager Private WMember airman



